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OcTouKU  7,  1CG9. 


To  the  Mernbera  of  the  J oint  Economic  Gommittee : 

Transmitted  lierewith  for  the  use  of  the  Joint  Economic  Commit- 
too  and  other  Meinl)crs  of  Congress  is  a study  of  the  structiirej  growth, 
and  finance  of  hierhor  education  entitled  ‘‘The  Economics  aiid  Fin- 
ancing of  Higher  Education  in  the  United  States/* 

Tlie  views  cxj)ros.sed  in  this  document  do  not  necessarily  re])resent 
the  views  of  members  of  the  committee  or  ^h::  committee  staff,  but  are 
examinations  by  exi^orts  of  issues  nnd  alternatives  intended  to  provide 
a focus  for  hearings  and  debate. 

Wright  Patman, 

Ghairman,  Joivt  Economic  Gommittee. 

OcToiiKU  G,  19G9. 

ITon.  Wright  Patman, 

Chahman.^  Joint  Economic  Gommittee,  Congress  of  the  United  States, 
Washington,  DJJ. 

Dkau  Mr.  Chairman:  Transmitted  herewith  is  a com))endinin  of 
study  papers  entitled  “The  Economics  and  Financing  of  Iliglier  Edu- 
cation in  the  United  States/*  The  compendium  is  intended  to  .serve  as 
a means  of  focusing  attention  on  tlie  serious  economic  issues  confront- 
ing om*  liigher  education  system  and  to  provide  a context  within  which 
the  essential  debate  on  the  future  of  higher  education  might  take  place 
both  within  and  outside  the  Government. 

The  study  is  divided  into  six  paits.  The  fir.st  presents  an  over\  iow  of 
the  basic  issues  involved  in  the  economics  and  financing  of  higher  edu- 
cation and  sets  out  some  of  the  factors  wliich  must  be  considered  in 
making  decisions  on  higher  education  policy.  Part  II  enlarges  on  the 
two  ino.^t  basic  criteria  for  a system  of  higlier  education — eflicicncy 
and  eejuity — and  considers  their  conflicting  natures  and  the  compro- 
mises which  must  be  made  between  them.  Two  of  the  factors  es.sential 
to  the  efficiency  criterion — costs  and  outputs — arc  discussed  in  Part 
III. 

Parts  IV  and  V consider,  respectively,  the  outlook  for  U.S.  higher 
education  in  the  next  decade  in  terms  of  such  major  variables  as  en- 
rollment, expenditures,  staff,  and  degrees  granted,  and  tlie  econonue  } 
ontloolc  for  our  private  colleges  aacl  nniveisities.  Pait  XV^contains  two  \ / 
sections.  The  first  outlines  tlie  prospects  for  non-Federal  financing  of 
higher  education : State  and  local  government  aid  and  endowment 
contributions.  The  second  discusses  the  important  role  of  Federal  aid 
not  merely  in  supplementing  the  other  .sources  of  finance,  but  also  in 
helping  to  direct  our  system  of  higher  education  toward  the  goals  the 
public  chooses  to  set  for  it. 
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IV 

AVe  lire  iiulobtcd  to  tlui  authors  for  their  outstanding  work.  It  is 
hoped  that  the  collected  views  of  these  experts  will  make  a substantial 
contribution  to  a resolution  of  the  major  diiliculties  con fnm ting  our 
liiglier  education  system  todaj. 

The  major  worK  in  plannmgj  compiling,  and  editing  this  compen- 
dium was  undertaken  by  Dr.  Kobeit  Haveman,  who  is  on  leave  from 
Grinnell  College.  He  was  aided  in  editing,  compiling,  and  re,search 
work  by  Gail  Feldman  and  Euth  Leibert,  and  in  administrative  and 
secretarial  work  by  Anne  ^IcAfee.  The  papers  in  this  study  represent 
only  the  views  of  their  authoi^s,  and  do  not  purport  to  reflect  the  opin- 
ion of  conunittccmembei*s  or  staff. 

John  K.  Stark, 

Executive  Director^  Joint  Economic  Gormnittee. 
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THE  ECONOMICS  AND  FINANCING  OF  HIGHER 
EDUCATION  IN  THE  UNITED  STATES 


A compendium  of  papers  submitted  to  the  Joint  Economic  Com'- 
mittee,  Congress  of  the  United  States,  October  1969 


Institutions  of  higher  education  play  a vital  role  in  the  United 
States  economy.  As  firms  in  an  industry,  these  institutions  absorb  in- 
puts and  produce  an  output,  both  of  which  are  of  value  to  the  society. 
The  inputs  used  by  institutions  of  higher  education  consist  not  only 
of  the  services  of  their  capital  facilities  and  the  time  and  energy  of  the 
most  highlj^  educated  of  the  Nation’s  citizens,  but  also  of  the  time  and 
productive  capacity  of  the  students  who  are  in  attendance.  The  out- 
puts of  these  institutions  consist  of  a more  highly  educated  and  pro- 
ductive citizenry,  the  results  of  research  and  the  disco veiy  of  new 
knowledge,  and,  indirectly,  a more  rapid  rate  of  economic  growth. 
A strong  system  of  higher  education  is  essential  in  furthering  individ- 
ual aspirations,  in  developing  a progressive  economy,  and  in  insuring 
a humane  and  scnsitiye  society. 

In  spite  of  the  rapid  growth  in  general  affluence  and  in  the  enroll- 
ments experienced  by  colleges  and  universities,  there  are  many  quali- 
fied college- age  citizens  who  are  not  being  accommodated.  Moreover, 
nearly  all  observers  of  our  system  of  higher  education  judge  that  the 
quality  of  education  could  be  improved  substantially  throughout  the 
full  higher  education  spectrum.  Indeed,  the  recent  unrest  on  college 
and  university  campuses  argues  that  the  relevance  of  the  education, 
and  the  individual  concern  for  the  stixdent,  must  be  increased  if  in- 
stitutions of  higher  learning  are  to  retain  the  commitment  of  their 
students.  Because  of  the  rapidly  expanding  demands  which  will  be 
made  upon  the  higher  education  system  in  the  coming  decade,  there  is 
widespread  doubt  among  educators  and  others  as  to  whether  the  sys- 
tem will  be  able  to  meet  the  implicit  financial  requirements  unless 
new  sources  of  funding  are  forthcoming. 

Eecognizing  the  economic  implications  of  the  contributions  by 
higher  education  to  American  society,  and  of  the  significant  financial 
problems  currently  facing  the  Nation’s  colleges  and  universities,  the 
Joint  Economic  Committee  has  invited  a number  of  scholars  and  edu- 
cators to  contribute  papers  on  the  economics  and  financing  of  higher 
education.  Because  of  the  widespread  belief  that  the  Federal  Govern- 
ment should  assist  in  meeting  the  urgent  needs  of  higher  education,  a 
number  of  these  papers  also  deal  with  strategies  for  Federal  financing. 
In  almost  all  instances,  the  papers  contained  in  this  compendium  per- 
tain to  the  society’s  allocation  of  resources  to  higher  education  and 
the  distribution  of  the  benefits  and  costs  of  higher  education  among 
the  people.  The  following  are  some  of  the  basic  questions  of  efBciency, 
equity,  and  financing  of  higher  education  which  are  addressed  in  this 
study: 
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• Would  individual  citizens,  unaided  by  governirjent  subsidies, 
purchase  a socially  optiinuin  level  of  education  through  private 
transactions  in  the  marketplace? 

• "Wliat  factors  in  the  economics  of  higher  education  combine  to 
create  a need  for  government  participation  ? 

• Does  the  present  structure  of  higher  education  lead  to  a more, 
or  a less,  equitable  distribution  of  society’s  income? 

• What  people  in  American  society  should  be  the  primary  bene- 
ficiaries v'^i  the  public’s  higher  education  expenditures:  the  able 
and  best  prepared,  or  those  less  prepared  from  disadvantaged 
socio-economic  backgrounds? 

• Should  higher  education  be  viewed  primarily  as  a vehicle  for 
reducing  the  inequities  built  into  our  society  or  should  the  allo- 
cation of  national  resources  to  higher  educaton  be  determined 
primarily  by  the  economic  returns  which  those  resources  gener- 
ate? 

• Wliat  factors  determine  the  level  of  educational  quality  offered 
by  paiticular  institutions? 

• "\Wiat  variables  influence  the  costs  of  educating  college  and 
univei*sity  students  both  in  the  short  and  long  run,  and  as  in- 
stitutions vary  in  size? 

• Wiat  are  the  implications  of  current  student  demands  and  un- 
rest for  the  structure  and  organization  of  American  institutions 
of  higher  education  ? 

• What  is  the  outlook  for  enrollment,  staff,  and  expenditures 
during  the  next  decade  in  higher  education  ? 

® What  is  the  substance  and  seriousness  of  the  “financial  crisis 
in  higher  education”  about  which  so  much  is  heard? 

• If  additional  soui'ces  of  finance  are  necessary  in  the  coming 
decade,  what  are  the  potentials  of  cost  reduction  and  endowment 
financing  in  meeting  this  need? 

• Would  public  subsides  provided  primarily  by  State  and  local 
governments  be  sufficient  to  insure  that  the  optimum  proportion 
of  the  Nation’s  resources  get  allocated  to  higher  education  ? 

• If  the  Federal  Government  assumes  increased  responsibility  for 
financing  higher  education^  what  instruments  and  means  does  it 
have  available  for  providing  assistance  and  how  do  these  in- 
struments relate  to  the  accomplishment  of  social  objectives? 

• How  much  of  the  financial  burden  of  higher  education  today  is 
borne  by  the  student  and  how  much  by  the  public,  and  how  much 
should  be  borne  by  each  of  these  groups? 

Most  would  agree  that  the  American  higher  education  system  should 
be  efficient,  equitable,  diverse,  and  of  high  quality.  However,  in  the 
actual  structuring  of  the  higher  education  system,  these  goals  often 
conflict.  For  example,  the  quest  for  equity  may  mean  that  the  poorer 
students  and  those  least  well  prepared  must  be  given  high  priority  in 
college  and  university  attendance.  While  such  a decision  would  insure 
progress  toward  the  goal  of  social  justice,  it  would,  in  all  likelihood, 
be  bought  at  some  sacrifice  In  educational  quality,  the  growth  of  the 
economy,  and  efficiency  in  higher  education.  Sensitive  public  policy 
must  seek  to  provide  a higher  education  system  which  incorporates  the 
optimum  compromise  between  these  diverse  and  sometimes  conflicting 
goals.  It  is  hoped  that  the  discussions  in  this  collection  will  provide 
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(\i  i',r  <*4ur:,it  j(»n  ‘ tc'ru  JMifJ  lU  <r«M  - 

vnr^.;  Ir.irjjl , ju-t  it  ijt . I:  t];<.  r%;Ul)i)U  ‘ lj)r  iM“.ul)(»Juif  “ 

l»r*.  1',  3n  h'i}^)in'  KanriJly.  ;i  <j<  t]jnl 

l!.f-  - j'j31o'v<‘'r  l^'J^rfitK  df  3ii^»]^rr  f‘(3^jr..Tl  ,dji  n.u^i  3k»  n<|(3^vl  to 

II  1'  * Tijjfl  r/j  |v  in  ih(^  ojiiiinmm  Irvo]  of 

r«-  ■.  fo  ]m*  al]r*i^nt^*<}  It  in  arpj«><J  tiiat,  rf*!ian^ 

ou  f froi*  njrijkrt  !<»  j)Tifn  jdf  is  not  liJioly  to  r«Milt 

III  v.f^  o]>timujn  p:o\  i'',oji  of  Jn^jluT  <v|i.rnti(»n  vior\  ia>, 

I ■.;**,  ovri'Vjru  u.n|K*r  nlwi  <<f  «•(^u• 

'Ml  '.  oT)  t ltf*  iNsit  !<'*)  oli  nir.(k50<\  (’’•oO)M'j”^'ly  jt  hLo'\  h tld'tt 

t'.i-  ■ ^Oll  iJrtrnnjJiriljl  <♦<  Mlnrll  “tiTlin]!* 

uli  -itcly  tJic* lif-rK'fit  of  ln;;3KT ^^inf'ation.  On  t3«*  ’-l.itisti* 

' .i)  I V ,i)^nix%  jt  3?4  ;ir;.n3c<l  thui  rovi.  rn(J*<Tt3ian  fhoiJii^rilMition 
.'ilfirty,  istl5(*nmin  mni'lrainf  inhibit in^rloucpinroint*  individual*?  from 
ooMnjuing  tlnnr  <^b3c.ition  after  liij^h  K'lioid.  On  the  ^rmin<ls  of  an 
I’lli'  ;i  nt  iilor.ifinn  of  tx*MMirr<  \ :if  \M*II  a*^  fh<*  |)tvnn<>iion  of  (Mjihi)  an<l 
I <|u.4lity  of  ojj|toriunity,  it  is  :irpie<l  that  ilu*  jnihlie  sivtor  must  play 
a nja*i*r  rtdi*  nj  snpjH>n  i*f  ])ipli<*r  eiluration.  Having  rt*nehe<l  thisooii* 
the  oMTVjew  p:ijH*r  dist*t)s>4*s  s<'V»‘nil  ouestimis  whieli  arisa*  in 
deiwnhnin^  the  optimum  level  and  fonn  of  public  aid  to  hiy:lier  ednea- 
linTi  ’I’he  si/e  of  I hi*  externa'  iKMielit'*  to  si»ricty  of  a hitrhlv  <*<li|eate<l 
population.  tJie  n*lative  ad\antao*e^s  an<l  dis*i<lvamap*s  of  proviilinjr 
siippoii,  dinytly  to  inMittjtimis  :ts  oppos'd  (o  bltnlents,  (ho  rchitiro 
M/i  - of  State  versus  Federal  : ipport.  an<I  the  suhstitiitahility  ajnon^ 
iiit!rr«uit  forms  of  puhlir  aid  to  hif^her  eclucat  i<m  an*  all  discaissed  in 
thi-*  -ui  vey. 

*1  h-  ]>aj)ers  itt  Fart  II  examine  two  of  the  most  basic  issues  in  fonn- 
in:;  •*'  cunanir  jMilirv  towanl  bi^rher  ediimtion.  Thesi*  are  the  ei  onoinie 
elli'  i'UK'v  of  e\|K*n<litnn*s  on  bi^lior  education  and  t)ie  distributional 
lU'i  'iuiiy  imp.'iet  of  thero*-!  and  lK*n<*fifs of  }ii;;her e<lucation.  Asnotetl 
earl  * r.  the  two  ;r<ial.s  of  (‘fla  ienev  and  (*(iuify  are  not  likely  to  he  con- 
‘-ioi'Ut  with  eai-h  other.  An  (ylueatioual  sy;.tein  wiiidi  prodnees  the 
hiirlK  M net  eronmnie  returns  and  the  most  rapid  economic  growth  may 
no:  ?.»•  one  whirh  pi'otimtes  an  (•(piitahle  siMMcfy.  Similarly,  a system 
il*at  pnunotes  a mojv  (H|ual  (list rilntl ion  of  ineoim*.  and  op]>ort unity 
juav  not  yield  the  li5ph(*st  nite  of  econoniic  return  on  hi;»hor  odttcation 
in.—tnieiit.  I.ar;rely  iKM^ms*  of  the  rontlietin^  luiiuixi  of  these  j^roals, 
cib*'  five  planning  of  lii;;her  edm-al ion  must  Ik*  partictilarly  co;trni/.nnf. 
of  t*  o-e  eonsideiations. 

'1*  attain  (*flieien<\v  in  higher  (ahicaJioii  mjnins  a comparison  of 
the  u u'tits  pianluced  and  the  costs  eiitail(*d  hv  higher  (*dncation  de- 
ci-i«ui-.  From  sorietyV  poltit  of  view,  it  is  the  ditT('rt*mv  lH*t  ween  these 
t\No  vahic.s  which  must  be  tnaximi/.ed  if  reso\m'es  are  to  bo  efliciently 
alio.  .u(*il.  V\»r  this  ivason,  dis(njs>ions  of  economic  eflicieiu'y  in  higher 
edu'-ailon  ivqnin*  a concern  with  both  volume  and  quality  of  output 
(aiel  its  nmasuivnu'iit ) and  tlie  costs  of  hi/rhm*  education  Institntion.s. 
The  papers  in  Fart  III  f<><m.s  on  these  econoniic  efliciency  considera- 
f idU  •.  The  Hr.'^t  paper  exaniiiu'.s  (he  factors  that  detennino  the  (piality 


4 


o{  oifrTT><l  ]i\  r-ollcrj-f nijcl  lJ^^i^■f’I> it  i<“%  TJj<*  |U<>  p.i* 

|i<  i>  i],H‘  -]i(<ii-nni  .uni  l<in^- 

nJTj  uiiv.  in  .‘fi  i*.  in  in' 1 ihjt imi!'  of  ]ii*;lMT  lonniiTi;:.  TIn-v 

llic  of  i'iin<>lln)<'jit  ;;roulli,  - >\7i\  i1k'  nciit niliznt  ion  of  niii\<T- 

‘j|\  filin'. ioii  . ;un]  lln'  \ c.'ir-i'ound  iim*  of  tmi v<T- it y f.’i<*iIj(jo  in  in- 
ijiH-n'  in','’  f br  ' oU  of  )ii;:lnToiin<*;ii  ion. 

In  Karl  IV,  a rnliirr  lonf^  nm  is  a <102)1^^1  in  a|>pr.iisiiifx 

<hn  fnlnm  f'Jnirinre  of  lu^lnu*  <-<lnr;jtion.  'I’in*  s^K  ial  ainl  2»o)iiiral 
wJiirli  \\<»nl<I  iiil1u<-n(  i.  |]jr  ^t^^'ltn'<'  of  AimTi<':m  ro]I<*^<s  ainl 
nniv<TKili<rs  au*  as^-sM^l  in  I in*  rontoM  <if  rnrn*nl  nnr«*><  on  rani)nt^v.s 
?in<l  in  uniwTKit In  a inon*  qnaniitalivo  \<  in.  a of  |nv»j(‘rii<»ns 

into  l]i<»  l:il1<*r  jiart of  t)u»  HCtVs  an*  ]>n-<4-nt('t|  forllu*  |H-iiincnl  lii^lirr 
islui'ation  v:inaM(‘^^  of  (*nrollincnt.  ^t.afT,  an<l  (lo^ny*s 

Ii<*oans(‘ of  tljc*  poiijon  of  lot.ii  hi;:]icr  <Mln<:Uion 

u Jiirli  arv  for  liy  :ira<icini:*  .‘Niilarit  s,  <nu*  of  (lu*  |m|H'rs 

in  tills  .‘i:(vt!on  ff>cus<*son  llie  a<'a<i<*niir  lal)or  inarkci.  Tho  autlioi>  ]m)- 
jiv'l,  tli(^  Mij>|)lv  of  fin-nlty  forlln-omin^  from  tlu>  ^ra<lnat<'  .*^*liools  an<l 
analy/a*  tli(;  n*1atioiislii|>  of  ilic  niilitan*  draft  to  tliis  snj)j)ly.  All  of  tin*. 
y)a|H*rs  in  this  part  |m>\i<lr  hasio  <lata  and  information  for  loii;^-i;m*^ 
institutional  |)fannin^  in  liiglicr  ndiiraf ion. 

The  i)ai>cr.s  in  Part  V focus  on  the  ini] ilirat ions  of  increasing  do- 
nmnds,  higher  costs,  and  pressures  for  ehan^e  on  |)riv:ite  institutions 
of  liiprher  (Mlucntion.  The  first  j)aj)or  in  this  .section  examines  the  trends 
in  liigher  education  expenditure's  and  income  over  the  i)ast.  decade  for 
a sani|)lc  of  |)rivalc  universities.  In  an  njijiraisal  of  the  factors  which 
are  likely  io  influence  these  Inuids  in  the  future,  tlic  author  concludes 
tlmt  jirivatc  universities  will  be  faced  with  a suhstantial  deficit,  u id  ess 
new  .sources  of  income  arc  disco vcml.  lie  notes  th.it  the  ultimate  result 
of  this  .shortfall  in  financial  su])port  niay  entail  eitlior  a reduction  in 
the  quality  of  education  offered  by  jirivate  univei-sif  ie.s,  or  the  failure 
of  cnrollmcnt.s  to  increa.'^e  in  line  with  exjioctatioii.s.  The  second  paper 
provides  estimates  of  future,  cxpcnditiii'es  by  a gToup  of  thirty  private 
colleges  based  on  past  trends  in  the  costs  and  expenditures  of  those 
institutions.  In  addition,  this  paper  comiiients  on  the  financial  impact 
of  the  common  iindei*statoinent  by  institutions  of  projected  future 
needs  and  their  tendency  to  ignore  significant  new  developments  and 
stnictunil  changes  which  are  expected  in  higher  education  during  the 
next  decade. 

The  final  soot  ion  of  thi.s  study,  Pa  it  VI,  deals  with  the  financing  of 
higher  education  in  the  decade  of  the  1970’s.  In  the  fii*st  section,  the 
pro.spects  for  financing  liighor  education  from  sources  other  than  the 
Federal  Grovoniincnt  ai*e  evaluated.  The  author  of  the  first  pai)er  re- 
sents an  overview  of  the  potential  sources  of  higher  education  finance 
and  concludes  that  even  if  significant  aid  is  received  from  Federal, 
State,  and  local  govcnimonts,  as  well  as  from  private  sources,  substan- 
tial reliance  will  have  to  be  placed  on  higher  tuitions  if  the  quality  of 
higher  education  is  to  bo  maintained.  He  also  discusses  the  various 
means  of  reducing  the  short-fall  in  fimuicos  by  the  elimination  of 
numerous  inoflicioncios  in  college  and  university  operations.  Ho  sug- 
gests means  for  both  increasing  productirity  and  reducing  the  costs  of 
higher  education  institutions.  In  the  other  papers  in  this  section,  State 
and  local  govcrnnicnt  and  endowment  suppori  arc  cvaluatccl  as  instru- 
ments for  maintaining  financial  support  oi  higlior  education. 
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Sviion  P»  of  l’nr(  VI  i.s  pn’miMiI  ()ii  <Ik*  acropfocl  j)i'oj)osi* 

fioii  r)j{jf  oven  if  lh(*  linancjal  prrMlurlivit y of  all  of  fljo  insirnnienf s 
cli^^nss<'<l  in  •S'clion  A worr  incrvasrd — if  crisis  wen*  rodnro<l,  if  endows 
nn»]it  s wore  inann^aMl  fo  as  to  inervaso  llicir  roniribntioii  to  current  op- 
oral  i<'us,  mid  if  opliniistic  oxju'clations  concerning  aid  fnuu  founda- 
tions aiul  Stale  iind  bK^al  pivonmionts  wore  roalix.cu!— a sori<)ti.s  pip 
would  remain  between  llie  expontlituroa  neces.v:iry  to  maintain  liiplier 
odmaiitm  (iii.ility  and  llm  roveinie,s  available  losupj)ortt.boH‘  oxpendi- 
tnivs.  In  Inc  reccjit  past^  Federal  Govern inent  agencies,  officials  of 
bi;rber  education  institutions,  and  private  connnis.sions  concentrating 
on  tbe  economic  problems  of  biolier  education  leave  argued  that  Fed- 
eral Gowrmnont  assistance  will  be  necessary  to  fill  tins  pap.  In  Sec- 
tion Ib  I be  major  issues  and  various  quest  ious  wliicli  arise  in  connec- 
tion willi  Federal  aid  to  bi^lier  odueafion  are  discus‘^cd.  As  the  fii-st 
paper  in  this  sectirin  ob.serve.s,  the  debate  over  Federal  aid  to  lii^hcr 
education  i.s  inipoHant  less  because  it  is  likely  to  involve  a .substantial 
e.Nrienditure  of  funds  tban  because  docision.s  on  the  form  of  Federal 
aid  will  strongly  intlueucc  the  very  structure  of  the  Nation's  higher 
iHlucation  system,  as  well  as  the  characteristics  of  those  who  will  bene- 
fit from  it  and  pay  for  it.  As  wifli  discussions  concerning  tlio  alloca- 
tion of  national  resources  to  hi/:^her  ediic;ition,  the  debate  on  Federal 
a.s.sistance  must,  al.so  deal  with  questions  of  cfliciciicy  and  equity. 

In  the  fir.*^t  two  papeis  of  Soc^tion  B,  tlie  basic  decisions  wliicli  iiiii.st 
be  made  in  detcrnuiiin"  the  optimum  form  of  Federal  aid  are  surveyed 
and  some  recou  mien  da  lions  are  olVered.  The  second  paper  presents  a, 
.substantial  analysis  of  the  benefits  and  costs  of  a imnibor  of  forms  of 
student  aid,  iucludinf^  work  study  progranis  and  grants  and  loans  to 
students.  In  the  tliird  paper,  a siiimnary  of  tlie  major  findings  of  the 
Ca]'ne<rio  Commi.ssion  on  Higher  Education,  including  a discn.ssion  of 
their  recommendations  is  presented.  The  remaining  papers  in  this  sec- 
tion discuss  other  strategies  for  Federal  aid.  These  include  outright 
gi-ants  to  students,  student  loans,  institutional  aid,  a national  bank  for 
long-term  contingency  repayment  of  student  loans,  and  the  use  of  in- 
come tax  credits  as  means  of  providing  Federal  assistance  to  higher 
education. 

Tliroughont  this  study,  one  paiticular  theme  recurs : in  seeking  an 
optimum  allocation  of  resources  to  higher  education,  decisionmakers 
must  focus  on  the  two  primary  criteria  of  efficiency  and  equity.  Com- 
prehensive national  planning  for  higher  education  requires  that  the 
value  forgone  by  using  resources  for Tiighey  education  rather  than  for 
some  other  purpose  must  be  compared  wdth  benefits  in  the  fonn  of 
higher  incomes,  economic  growth,  and  an  educated  citizenry  which 
higher  education  investment  produces.  Similarly,  planners  of  higher 
education  must  continually  appraise  the  success  of  the  S3^stem  in 
acliieving  the  eqii ity  goals  which  society  values  most . 

In  assessing  u\e  efficiency  and  equity  goals,  an  important  problem  is 
in  determining  both  the  returns  from  investment  in  higher  education 
and  the  distribution  of  these  returns  among  the  people.  Tlie  difficulty 
in  assessing  these  returns  inheres  in  the  fact  that  many  of  the  benefits 
as  well  as  the  costs  of  higher  education  do  not  accrue  directly  to  tlie 
individual  who  is  being  educated.  Indirectly,  the  student’s  family,  as 
well  as  the  entire  society,  benefits  when  a student  obtains  a higher 
education. 
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It  must  nls^>  hr  iiotrd  Mint  (lio  (f)hil  hriicfits  of  a colh*;^'  <>r  imi\  ri>it y 
odnration  to  the  individual  liiius<*lf  arr  not  iM(*asurod  simply  hy  tlio 
additional  income  earned  by  an  individual  because  ho  is  so  odneared. 
Tliero  arc  numerous  indirect,  indeed  nonponmiary,  honefits  to  the  col- 
le<re  jrraduato. 

Similarly,  the  cost  of  a student’s  education  consists  not  inor<dy  of 
the  payments  he  must  make  for  his  schonliiifr  and  other  expenses,  hut 
also  the  indirect  cost  of  the  income  which  the  student  would  have 
earned  had  ho  not  been  attending  school.  In  addition,  it  nnist  he  re- 
iiioinbored  that  the  cost  to  the  society  of  odncat  iiui:  a student  exceeds 
by  a wide  margin  the  portion  of  that  cost  which  is  paid  for  by  tlio  >tu- 
dent.  Indeed,  as  many  of  the  papers  in  the  study  point  out,  the  inajor 
burdoii  of  higher  education  costs  is  shared  by  the  taxpayers,  pricato 
individuals  through  contributions,  foundations,  and  by  the  los.s-than- 
markot  salaries  paid  to  many  of  the  faculty  resources  employed  by 
higher  education  institutions. 

In  addition  to  the  unique  nature  of  the  benefits  and  costs  of  higluu* 
education,  there  are  a nnnibor  of  additional  characteristics  presen r in 
the  market  for  higher  education  wliicli  are  discussed  in  tlie  papers  in 
this  study.  Slaiiy  of  those  characteristics,  like  the  existence  of  external 
or  economic  growth  honefits,  justify  public  action  in  the  product  ion 
and  distribution  of  higlier  education  services.  Among  tliose  inarket 
conditions  arc  imperfect  capital  markets  due  to  the  peculiar  risk 
structure  of  student  loans,  monopoly  elements  in  the  supply  of  higher 
education,  insuflicient  information  on  the  parts  of  students,  rheir 
families,  and  the  lending  institutions  concerning  the  returns  to  educa- 
tional investment,  and  the  resource  distortions  created  by  public  sub- 
sidy to  the  producer  rather  than  the  purchaser  of  higher  education 
seiwices. 

Tills  study  is  intended  to  satisfy  several  objectives.  First,  there  is  a 
need  to  determine  more  clearly  the  dimensions  of  the  economic  crisis 
presently  confronting  our  higher  education  system.  Fiducation  authori- 
ties both  in  and  outside  of  Government  agree  that  the  ciirrent  and  ex- 
pected demands  for  higher  education  have  serious  financial  implica- 
tions for  colleges  and  universities.  The  recent  student  unrest  both 
reflects  and  tends  to  obscure  the  basic  economic  problems  of  our  insti- 
tutions of  higher  learning.  Many  of  the  student  demands  ])ertain  to 
structural  deficiencies  of  onr  universities,  the  correction  of  which  will 
require  substantial  financial  commitments  on  the  part  of  the  institu- 
tions. Yet.  the  manner  in  which  those  complaints  are  often  voiced  has 
tended  to  hinder  rational  consideration  of  thase  issues.  It  is  ho])ed  that 
tins  study  will  provide  an  objective  exmtext  in  wbieh  to  review  the 
state  of  higher  education  in  onr  country  today  and  its  ability  to  meet 
tlie  demands  put  upon  it. 

Eelatod  to  this  is  the  necessity  for  higher  education  planmu’s  to 
make  informed  judgments  on  the  future  demands  winch  will  be 
placed  on  higher  education  institutions  and  the  alternative  inetliod.==  of 
satisfying  them.  The  papci's  in  this  collection  contain  the  views  of 
eminent  scholars  and  experts  on  the  prospects  for  structural  and  eco- 
nomic change  in  our  colleges  and  universities  in  the  next  decade.  They 
present  the  data  necessary  to  analyze  the  consequences  of  these  changas 
and  to  appraise  the  merits  of  the  alternative  policies  for  growth  and 
development. 
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As  mentioned  ubove,  Fiulerul  aid  to  higher  education  will  be  a 
subject  of  major  debate  over  the  next  several  years  as  educators  and 
govern  men  t icy  makers  attem]:)t  to  discern  and  impleiiieiit  the  ap- 

propriate role  of  the  Federal  Goveriiinent  in  relation  to  liigher  educa- 
tion. A further  objective  of  this  compendiimn  therefore,  is  to  provide 
an  economic  background  for  this  debate.  Since  (be  re.sonrces  available 
to  tlie  Federal  Government  arc  limited,  it  is  essential  that  decisioiis 
on  p>deral  expenditures  for  higher  education  consider  economic  prin- 
ciples and  criteria.  If  public  policy  toward  higher  education  is  to  be 
eflicient,  it  must  be  subject  to  the  same  criterion  that  is  appropriate  for 
other  public  inve.stments;  do  the  benelits  derived  sufficiently  outweigh 
the  costs  to  justify  diverting  resources  froiu  some  other  use  to  higher 
education?  Wliile  iiidginents  made  on  grounds  of  economic  efficiency 
must  be  tempered  by  considerations  of  distributional  equity,  rational 
decisionmaking  requires  that  the  economic  evaluations  be  made. 

Tlie  final  objective  of  this  coiiipendiiiin  is  to  awaken  and  further 
develop  the  interest  of  economists  and  other  social  scientists  in  what 
Kenneth  Boulding  has  called  the  “grants  economy,”  The  attention 
of  most  academic  economists  has,  in  the  past  been  monopolized  by 
the  private  sector  and  its  profit-maximizing  entrepreneurs.  This  at- 
tention has  been  disproportionate  in  view  of  the  size  and  rate  of 
growth  of  the  public  and  nonprofit  s^tors  of  the  economy.  Meaningful 
and  rational  decisionmaking  within  the  grants  economy  awaits  a 
comprehensive  exploration  by  economists  of  these  nonprofit  sectors. 
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Part  I 

AN  INTKODUCTION  TO  TPIE  STRUCTURE  AND 
ECONOMICS  OF  HIGHER  EDUCATION 
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The  Economics  and  Public  Financing  of  Higher 
Education:  an  Overview 
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PREFACa 


This  paper  is  intended  to  be  a fairly  comprehensive  study  of  the 
economic  facts  and  issues  relevant  to  the  debate  on  the  appropriate 
ways  for  governments  to  subsidize  and  ease  the  private  loan  financing 
of  higher  education. 

I have  usually  tried,  no  doubt  without  complete  success,  to  submerge 
my  own  opinions  in  a reasonably  balanced  survey.  It  is  best,  however, 
if  I do  give  some  indication  of  tliein  here  at  the  stait  in  this  more  per- 
sonal preface.  While  I see  many  advantages  in  higher  education  being 
able  to  rely  on  a vaiaety  of  sources  for  support,  I feel  that  the  present 
level  of  public  aid  to  it  would  be  bettor  spent  if  it  w^ere  concentrated 
more  directly  on  students,  and  on  lower  income  students.  Aid  to  higher 
education  should  be  one  part — only  one  part — of  a broader  strategy  to 
improve  the  distribution  of  income  in  American  society.  Hopefiilly, 
any  new  large  programs  by  any  level  of  government  would  concen- 
trate their  funds  in  this  way.  But  even  a reallocation  of  present  levels 
of  expenditure  from  institutions  to  low  income  students  would  be  an 
improvement,  for  it  would  very  probably  inGTease  amount  of 
higher  education  and  its  social  benefits.  Some  of  the  present  public 
aid  helps  make  high  quality  education  very  inexpensive  for  many  fam- 
ilies who  are  quite  able  to  pay  more  of  the  costs  than  they  do,  and  who 
would  willingly  pay  them  if  they  had  to. 

Although  the  study  covers  many  areas  and  is  quite  detailed  in  its 
analysis  of  some  problems,  it  is  not  a “review  of  the  literature.”  I have 
drawn  on  published  sources  where  I felt  they  usefully  supplemented 
the  basic  core  of  the  analysis,  which  relies  on  conventional  economic 
theory  and  on  empirical  observation.  But  I have  been  veiy  selective 
in  drawing  on  those  sources,  and  I have  not  attempted  to  summarize 
very  many  of  the  expressions  of  opinion,  or  the  proposals  for  new 
programs,  or  the  statistical  analyses  of  the  impact  of  particular  pre- 
grams,  wliich  many  individuals  and  groups  of  educators  have  pro- 
duced. I must  make  tliis  disclaimer  early,  oecause  some  omissions  of 
that  soit  will  be  conspicuous  to  readers  thoroughly  familiar  with  the 
subject.  But  the  other  papers  in  this  compendiiun  will  remedy  the 
omissions. 

I am  very  much  indebted  to  many  persons  for  their  assistance.  To 
name  only  some,  Kobeit  Haveman,  Rasld  Fein,;  Joseph  Peclim an, 
Joseph  Kershaw,  Stephen  Lewis,  Jr.,  Robert  Hartman,  Heniy  Aaron, 
Christopher  Clague,  Robert  Kreidler,  Thomas  Ford,  John  Talmadge, 
Warrick  Elrod,  Jr.,  and  many  students  and  faculty  nlembers  at  Wil- 
liams College.  For  patience  and  understanding,  I owe  a debt,  usual  in 
nature  but  larger  than  usual  in  measure,  to  my  wife,  Judy.  None  of 
these  people  is  responsible  for  any  of  the  positions  I have  taken  or 
errore  I have  made. 
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I.  HIGHER  EDUCATION  IN  THE  UNITED  STATES 

A brief  statistical  account  of  the  “higher  education  industry”^  in 
the  United  States  will  help  establish  its  enormous  size  and  diversity, 
both  of  which  are  important  aspects  of  it  as  far  as  public  policy 
is  concerned.  The  following  material  is  almost  wholly  based  on  the 
U.S.  Office  of  Education’s  thorough  compendium,.  Digest  of  Educa- 
tional Statistics^  1968  edition.’^ 

General  Overview 

There  were  about  2,400  institutions  of  higher  education  in  the 
United  States,  enrolling  nearly  Dh  million  students  and  employing 
about  one-half  million  faculty  members  in  the  fall  of  1968.  The  Office 
of  Education  estimates  their  total  expenditures  for  education,  re- 
search, and  student  care  in  the  1968-69  academic  year  will  be  $20.4 
billion,  of  which  $12.2  billion  will  be  by  public  institutions  and  $8.2 
billion  by  private  ones.  Of  this  total,  current  expenditures  and  in- 
terest ai-e  estimated  at  $17.0  billion  and  capital  outlays  at  $3.4  bdlion. 
The  more  rapid  expansion  of  public  institutions  is  suggested  by  the 
fact  that  their  relative  lead  in  capital  outlays,  $2.4  billion  versus 
the  $1.0  billion  for  private  institutions,  is  considerably  greater  than 
tlie  margin  in  current  expenditures,  $9.8  billion  to  $7.2  billion. 

The  $20.4  billion  is  not  the  best  indicator  of  the  total  share  of  the 
higher  education  sector  in  the  economy.  It  includes  some  .insUtu- 
tional  expenses  for  auxiliary  enterprises,  such  as  dormitories,  din- 
ing halls,  and  bookstores,  and  much  of  this  is  not  really 
education,  since  it  represents  ordinaiy  living  costs  whicli  ^yould  have 
to  be  paid  by  or  for  students  whether  or  not  they  went  to  college. 
Large  expenditures  for  organized  research  are  also  included,  and 
it  is  an  open  question  how  much  of  those  expenditures  should  be  cred- 
ited to  the  of  students,,  as  opposed  to  research  itself. 

The  capital  costs  are  not  accurately  stated  either.  The  $3.4  billion 
includes  the  entire  value  of  new  facilities  constructed  during  the 
year.  The.better  measure  is  depreciation  during  the  year  on  all  fa- 
cilities  being  used,  no  matter  when  they  were  constructed,  plus  some 
imputed  interest  return  on  all  the  net  cfupital  employed,  no^  matter 
whether^ interest  vvas  paid  or  not.  These  jffgures  are  not- available.^ 

But  the  most  important  reason  why  the  $20.4  billion  is  limited  in 
importnnce-.is  that  it  understates  total  costs' by  covenng  only  tl^  costs 
of  instifutihnal  operation.  Another  very  large  item  is  the  opportunity 
cost  of  students’  own  time.  A value  for  this  depends  on  what  average 
eamings  are. foregone  by  over  7 rnillion  young  men 
ing  a vei’Y  large  part  of  their  time  in  school  instead  of  available  luil 
time  for  the  labor  force.  This  is  not  known  either,  but  even  if^one  uses 
an  average  figure  as  low  as  $2,000  per  year  per  student,  an  additional 

amount  of  more  than  $14  billion  would  have  to  be  added. 

lUS  Government  Printing  Office,  Washington,  B.C.,  1968.  All  of  the  statistics  in  this 
section  are  from  the  1968  Digest  unless  otherwise  noted. 
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Nevertheless,  the  figure  given  tells  something  of  the  importance 
of  higher  education  in  the  economy.  Another  dimension  is  the  number 
of  people  involved.  The  Office  of  Education  estimates  the  fall  1968 
enrollment  at  6,758,000  degree-credit  students  in  the  United  States, 

1.496.000  of  them  enrolling  for  the  first  time  that  fall.  Of  them, 

4.019.000  were  men  and  2,739,000  women.  Sixty-eight  percent  were  in 
public  colleges  nnd  universities,  and  thirty-two  percent  m private  ones. 
There  are  also  many  students — 5G4:,000  in  the  fall  of  1967,  the  latest 
year  available — enrolled  in  undergraduate  programs  not  chiefly 
creditable  toward  a bachelor’s  degree.  A much  larger  proportion  of 
these  students  are  in  two-year  colleges  than  the  proportion  of  degree- 
credit  students,  and  a much  larger  proportion  of  them  are  in  pulilic 
institutions  than  of  degree- credit  students. 

The  flmires  for  the  previous  year,  1967,  have  been  analyzed  in  more 
detail.  Tlie  total  enrollment,  degree-credit  and  other,  in  the  fall  of 
1967  was  6,912,000.  One  breakdown  of  this  total  is  the  following  (fig- 
ures in  parentheses  are  the  numbers  of  institutions  of  the  type  listed)  : 


Public  institutions  (934)  : 

State  and  Federal  controlled  (490) 3, 350, 000 

Local  controlled  (444) 1, 467, 000 

Total 4,  816, 000 

Private  institutions  (1,440)  : 

Independent  ot  churches  (540) 1,120,000 

Church  related  (900) 976,000 

Total 2, 096.000 

Grand  total 6,912,000 


Note. — ^Here  and  elsewhere  in  this  section,  detail  may  not  add  to  total  due  to  rounding. 

Another  classification  of  the  1967  enrollment  is  shown  in  Table  1-1, 
which  shows  the  relative  importance  of  two-year  institutions,  uni- 
versities, and  £tll  other  four-year  institutions.  The  last  category  is  not 
further  subdivided,  but  other  data  for  a recent  year,  1965,  showed  that 
about  27  percent  of  the  students  in  them  were  in  public  liberal  ails 
colleges,  38  percent  in  private  liberal  arts  colleges,  23  percent  in  public 
teachers  colleges,  and  the  rest  in  a variety  of  other  kinds  of  colleges 
and  professional  schools. 

The  total  enrollment  has  mushroomed  since  World  War  II.  Between 
1947  and  1968  degree-credit  enrollment  grew  from  2,338,000  to 
6,758,000,  or  189  percent,  or  about  5.2  percent  per  year.  This  rise  is 
not  explained  only  by  the  increase  in  population.  The  munber  of 
students  as  a percentage  of  the  population  aged  18-21  has  risen  steadily 
all  through  the  periocTexcept  in  1950  and  1951,  although  the  1949  level 
was  not  regained  until  1954.  In  1947  there  were  25.2  students  per  100 
population  aged  18-21 ; in  1967  there  were  46.6. 

The  enrollment  of  women  has  grown  much  faster  than  that  of  men, 
and  the  public  institutions  have  easily  outpaced  the  private  ones. 
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Although  public  enrollment  was  actually  less  than  private  as  late  as 
1951,  it  reached  double  the  private  enrollment  in  1967,  even  counting 
only  degree-credit  students. between  1947  and  1968  students  in  public 
institutions  increased  from  1,152,000  to  4,629,000,  a rise  of  302  percent 
(6.8  percent  per  year),  compared  to  from  1,186,000  to  2,129,000  in 
privates  ones,  a rise  of  only  80  percent  (2.8  percent  per  year).  The 
public  institutions  share  of  degree-credit  enrollment  thus  rose  from 
49  percent  to  68  percent. 

Table  1-1. — Distrihution  of  fall  X967  enrollment  l)y  type  of  institution 
[Thousands  of  students] 


Type  1 

Public 

Private 

Total 

2-voar  institutions  (520;  266) 

Universities  (92;  64) 

All  otlier  4-vear  institutions  (322;  1,110) 

1, 372 

1,873 

1, 571 

141 

716 

1,239 

1,513 
2, 589 
2,810 

All  institutions  (934;  1,440) 

4,816 

2,090 

6,912 

1 Kipures  in  parentheses  are,  1st,  the  number  of  public  institutions  of  the  type  listed,  2d,  the  number  of 
private  institutions. 

Table  1-2. — Distrihution  of  fall  1967  enrollment  liy  size  of  institution 


N mnber  of  students 


Percent  of  all  Percent  of  all 
institutions  enrollment 
(base=3.374)  (base=6.0l2,000) 


UiidiT  200 

200  to  499 

500  to  999 

1,00010  2,409... 
2,500  to  4,999... 

5.000  to  9,099... 

10.000  to  10,999. 

20.000  or  more. 


12.3 

14.5 


11.  r 

5.1 

4.2 

2.3 


0.5 

1.7 

5.6 

13.0 
13.8 

20.1 
20.1 
25.2 


Total 


100. 0 100. 0 


There  is  great  diversity  in  the  kinds  of  institutions  wliich  flourish. 
One  example  is  the  diversity  in  size,  as  shown  in  the  size  distribution 
in  Table  1-2.  This  tabulation  shows  that  the  size  distribution  is  greatly 
skewed : there  are  relatively  many  small  institutions  and  relatively  few 
very  large  ones,  which  however  enroll  a very  large  share  of  the  in- 
dents. Table  1-3  shows  the  same  tiling  in  a different  way  by  comparing 
the  median  size  and  the  mean  size  of  different  kinds  of  institutions.  The 
fact  that  the  mean  is  invariably  higher  than  the  median  shows  the 
skewne.ss.  This  table  also  shows  that  universities  are  generally  much 
larger  than  other  institutions  and  that  public  institutions  are  on  aver- 
age much  larger  than  private  ones.  I expect  that  many  persons  familiar 
with  only  one  kind  of  institution  will  find  many  of  the  median  figures 
startling. 
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One  final  fi^ire  on  the  number  of  individual  students  involved.  In 
academic  year  1966-6Y,  it  is  estimated  the  following  numbers  of 
earned  degrees  were  awarded  to  graduates:  bachelor’s- or  first-profes- 
sional degrees  requiring  four  or  five  years,  550,000;  first- professional 
degrees  requiring  six  or  more  years  (almost  all  in  law,  medicine, 
dentistry,  and  religion),  33,100;  master’s  degrees  other  than  fii'st- 
professional,  14Y,300;  doctor’s  degrees  (Ph.  D.,  Ed.  D.,  etc.),  19,800. 


Table  1-3. — Mean  sizes  and  median  sizes  of  different  kinds  of  institutions 


Typo 


All  institutions.., 

Public 

Privflto 

Universities., 

Public 

Private 

Other  l-ycar  institutions. 

Public 

Private 

2-ycar  i nstitutions - . 

Public 

Private 


Mean 
number  of 
students 

Median 
number  of 
students 

2,910 

1. 050 

5, 16fl 

2.430 

1,4C0 

740 

10. 600 

13,210 

20,300 

16, 670 

11,180 

8.  ?*0 

1, 960 

im 

4,880 

3, 650 

1,120 

800 

1,930 

870 

2,640 

1,540' 

530 

360 

Note:  Computed  by  usual  interpolation  method  from  size  distributions  like  the  one  In  table  1-2. 


How  Colleges  and  TlNivERSirrES  Finance  Themselves 

How  institutions  finance  themselves  is  one  major  aspect  of  the 
financing  of  higher  education;  how  students  finance  the  payments 
they  make  to  institutions  is  the  other  major  aspect.  On  the  former, 
fairly  detailed  statistics  are  available  for  the  sources  of  current  funds 
in  the  1965-66  year  and  for  the  sources  of  capital  funds  in  the  1963-64 
year.  The  statistics  are  based  on  OfRce  of  Education  surveys  which 
cover  the  great  built  of  institutions. 


SOUnCES  FOR  CURRENT  EXPENDITURES 

The  sources  of  current  fund  income  for  1965-66  are  shown  in  Tables 
1-4  through  1-6.  In  the  first  table,  we  see  the  picture  for  all  institutions 
combined  and  for  public  and  private  institutions  separately.  There  is 
a percentage  breakdown  of  total  current  fund  income,  including  the 
income  of  auxiliary  enterprises  (donnitories,  dining  halls,  stores,  etc.) , 
and  it  shows  the  usual,  well-known  but  dramatic  differences  between 
public  and  private  schools  in  their  relative  reliance  on  tuition,  endow- 
ment earnings,  private  gifts,  and  state  and  local  governments.  The 
table  also  shows  that  the  difference  in  reliance  on  Federal  government 
support  is  not  all  that  great. 
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Table  1-4. — Sources  of  current  fund  vicome  for  institutions  of  higher  education, 

19G5^GG 

(Oi)IIar  amounts  In  millions] 


All  institutions  Public  Private 


Source 

Amount 

Percent 

Amount 

Percent 

Amount 

Percent 

Educational  and  general; 

Tuition  and  other  charges 

$2,950 

23.1 

$1,010 

13.7 

$1,939 

35.9 

Endowment  earnings. 

354 

2.8 

37 

.5 

317 

5.9 

Private  gifts 

729 

5.7 

187 

2.5 

542 

10.0 

Oovernments 

6, 114 

47.8 

4.686 

63.3 

1,428 

20.5 

Federal,  organized  research 

(2, 038) 

(15.9) 

(SJJ5) 

(12.1) 

(1, 143) 

(21.2) 

Fedo-  ’ other 

(715) 

(5. 6) 

(527) 

(7. 1) 

(189) 

(3-  5) 

State 

(3, 043) 

(23. 8) 

(2,954) 

(39.9) 

(89) 

(1.7) 

Local 

(318) 

(2.5) 

(311) 

(4.  2) 

(8) 

(.1) 

Other 

506 

4.0 

207 

3.0 

240 

4.4 

Subtotal 

10, 654 

83.3 

6, 187 

83.6 

4, 406 

82. 7 

Aiwlliarj'  enterprise  i Income 

2, 143 

16.7 

1,210 

1G.4 

932 

17.3 

Total  cunent  fund  Income 

12,796 

100.0 

7,398 

100.0 

5, 399 

100.0 

1 Derived  from  same  sources  as  educational  and  general,  but  complete  breakdown  not  given.  However, 
over  85  iK5rcent  comes  from  charges  paid  by  users. 

Source:  U.S.  OfTlce  of  Education  Financial  Stathtics  ofinsiutlons  of  Higher  Ecucatlon:  Current  Funds, 
lieccnues  and  JExpendiiures,  1965-tJ6,  USGPO,  1969. 


Table  1-5. — Percentage  hrcakdoicn  of  current  fund  income,  excluding  auxiliary 
enterprise  income  and  all  organized  research,  10G5-GG 


All  institu- 
tions Public  Private 


Tuition  and  other  charges. 

Endowment  earnings 

Private  gifts 

Oovernments 

Federal 

State 

Local- 

Other 


Total, 


35.9 

20.2 

00.  4 

4.2 

.6 

9.6 

7.0 

2.1 

14.7 

47.1 

72.3 

8.2 

(8.7) 

(10. 6) 

(5.9) 

(34.6) 

(55.  5) 

(2.2) 

(3.8) 

(6.  2) 

(.1) 

5.7 

4.8 

7.2 

100. 0 loa  0 100. 0 


Source:  Same  as  for  table  1-4. 

Tlie  fipires  in  table  1-4  are  perhaps  a bit  inisleadiiifir  because  they 
include  so  much  income  which  is  not  destined  to  be  used  for  education 
more  narrowly  defined.  The  total  current  fund  income  includes 
amounts  for  auxiliary  enterprises  and  for  organized  research  projects. 
Without  passing  judgment  on  the  difficult  question  of  the  value  orga- 
nized research  has  for  “education,’’  I have  calculated  the  percentage 
breakdown  by  source  of  all  funds  otlier  than  amounts  earned  in  auxil- 
iary enterprises  and  received  for  the  support  of  organized  research 
projects.  Most  of  tlie  income  excluded  because  it  was  for  research 
came  from  the  Federal  government  source,  of  course,  but  not  all;  some 
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private  endowment  earnings,  and  state  and  local  government 

payments  were  also  excluded  on  tiiis  ground.  The  resulting  breakdown 
is  shown  in  Table  1-5,  which  presents  few  surprises : the  sharp  distinc- 
tions between  public  and  private  show  up  in  the  breakdowns  of  the 
narrower  total  too.  What  does  happen  is  that  a greater  reliance  on  the 
Federal  government  by  i^ublic  institutions  becomes  evident,  whereas 
in  the  previous  table  the  Federal  funds  for  research  at  private  institu- 
tions reversed  the  picture. 

In  Table  1-6  there  are  many  more  details.  The  same  sources  shown 
in  Tables  1-4  and  1-5  are  shown  for  a greater  variety  of  colleges  and 
miiversities ; separate  information  is  given  for  universities,  other  four- 
year  colleges,  and  two-year  colleges,  and  for  public  and  private  types 
separately  within  each  of  those  three  categories. 

SOURCES  FOR  CAPITAL  EXPEXOITORES 

Table  1-T  shows  the  sources  of  money  destined  for  capital  ex- 
penditures. The  items  of  greatest  interest  are  the  extent  of  state 
government  financing  for  public  institutions,  the  reliance  by  private 
institutions  on  gifts  and  grants  to  afi  even  greater  extent  for  capital 
expenditures  than  for  current  income,  and  the  fairly  common  use 
of  borrowing  from  outside  creditors,  even  additional  to  the  large 
amounts  borrowed  from  the  Federal  Government  on  very  favorable 
terms. 


Table  — Percentage  hreakdoion  of  current  ftind  income,  J9G5-GG 


Universities 

Other  4-year 

2-year 

Source 

Public  Private 

Public  Private 

Public  Private 

Pt.  A;  Breakdown  of  all  current  fund  income: 


J.  w*  uivaivuuwii  Wi  Uli  iUiiU  Ul(..UUiC. 

Tuition  and  other  charges 

Endo^vment  earnings 

Private  gift 

Governments 

13.0 

.7 

3.4 

62.7 

30.4 

7.0 

9.3 

35.7 

15.6 

.1 

1.0 

61.3 

40.0 

5.0 

10.7 

10.4 

13.  B 
2 
'.4 
73.0 

52.2 
2.1 

11.3 
2.5 

Federal,  organized  research 

(17. 4) 

(27. 0) 

(2.1) 

(17.1) 

0) 

Federal,  other 

(7.0) 

(5.7) 

(8.5) 

(1. 6) 

(4.3) 

(1.4) 

State 

(37.7) 

(2.9) 

(48.2) 

(.6) 

(34.6) 

(.3) 

Local 

(.6) 

(.2) 

(2.5) 

(.1) 

(34.1) 

(0) 

Auxiliary  enterprise 

16.0 

12.1 

20.5 

21.3 

8.1 

29.5 

Other 

4.2 

5.5 

1.6 

3.6 

5.0 

2.6 

Total 

100.0 

100.0 

100.0 

100. 0 

100.0 

100.0 

(Base,  in  millions  of  dollars! 

Pt.  B:  Breakdown  of  total  e.xcluding  auxiliary 
enterprise  and  all  organized  research: 
Tuition  and  other  charges 

(4, 929) 

(2,511) 

(1,772) 

(2, 708) 

(697) 

(179) 

21.3 

53.0 

20.3 

65.7 

14.6 

74.8 

Endo\vment  earnings 

.9 

11.8 

. 2 

8.3 

2 

3.0 

Private  gifts 

3.0 

12.3 

*.9 

16.7 

*5 

15.8 

Governments 

63.7 

13.8 

76.8 

3.8 

79.3 

2.5 

Federal - 

(11.7) 

(9.9) 

(11.1) 

(2.7) 

(4.6) 

(2.1) 

State 

(56. 1) 

(3.9) 

(62.5) 

(.9) 

(37.6) 

(.4) 

Local 

(.9) 

(*) 

(3.2) 

ll) 

(37. 1).. 

Other 

6.1 

9.1 

1.8 

.5.7 

5.4 

3.7 

Total 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

(Base,  in  millions  of  dollars) 

(2,975) 

(1. 439) 

(1, 353) 

(1,648) 

(640) 

(125) 

I Less  than  0.05  percent. 
Source:  Same  as  for  table  1-4. 
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Table  1-7 — Sources  of  plant-fund  receipts  for  institutions  of  higher  education, 

ms-64 

[Dollar  amounts  in  mlUlons] 


Source 


Income  from: 

Governments - — - — 

Federal 

State- __ 

Local 

Student  fees.. 

Private  gifts  and  grants 

Other 

Transfers  from: 

Current  funds-- 

Other  institutional  funds. 

Loans  from: 

Federal  Government 

Other  noninstltutlonal  sources. 
Institutional  sources  3 

Total 


All  institutions  Public  Private 


Amount 

Percent 

Amount 

Percent 

Amount 

Percent 

. $829 

32.7 

$785 

48.9 

$43 

4.6 

(134) 

(5.3) 

(93) 

(5.8) 

(41) 

(4.4) 

(G32) 

(63) 

(24.9) 

(2.5) 

(630) 

(62) 

(39.2) 

(3.9) 

S 

10 

71 

2.8 

61 

3.8 

1.1 

315 

12.4 

31 

1.9 

284 

30.6 

88 

3.5 

61 

3.8 

27 

2.9 

292 

11.5 

144 

9.0 

148 

15.9 

131 

5.2 

61 

3.8 

69 

7.4 

225 

8.9 

100 

6.6 

118 

12.7 

520 

20.5 

351 

21.9 

169 

18.2 

64 

2.5 

5 

.3 

59 

6.4 

2, 534 

100.0 

1,606 

100.0 

928 

100.0 

1 Less  than  $500,000. 

> Endowment  funds,  current  funds,  etc. 

Note:  Amounts  will  not  odd  to  totals  because  ol  rounding. 

Source-  U.S.  Office  of  Education,  Higher  Education  Finances,  Selected  Trends  and  Summary  Data,VSQVO, 
1968,  pp.  16-18. 


EXPENDITURES 


While  considerable  information  is  also  available  on  how  colleges 
and  universities  spend  their  money,  only  a few  details  of  the  statistics 
are  relevant  to  this  study.  One  is  that  the  current  fund  expenditui’es 
(excluding  expenditures  for  organized  research,  for  auxiliary  enter- 
prise operation,  student  aid,  and  current  funds  used  to  add  to  physical 
plant)  per  student  are  considerably  larger  in  private  institutions  than 
m public  ones.  In  1965-6G  the  expenditure  per  student  was  $1,477  in 
private  higher  education  and  $1,161  in  puluic,  with  the  average  for 
both  together  bein"  $1,265.  This  ranking  of  private  over  public  also 
held  true  for  the  three  kinds  of  schools  separately : universities  alone, 
$1,968  versus  $1,714;  four-year  colleges,  $1,262  versus  $959;  and  two- 
year  colleges,  $860  versus  $535, 

Another  important  difference  is  in  the  amount  of  student  aid  grants 
given.  In  1965-66,  student  aid  grants  were  9.4  per  cent  of  current  fiind 
exjienditures  (again  excluding  the  same  things  as  in  the  previous 
paragraph,  which  means  student  aid  expenditures  themselves  ex- 
cluded) in  private  institutions  and  only  3.4  per  cent  in  public  ones.^ 

Finally,  private  institutions  also  owned  a oit  more  physical  plant 
(book  value)  per  student  in  a recent  year,  1964.  They  owned  about 
$5,500  per  student;  public  institutions  owned  about  $4,700.^ 


Recent  Trends  in  Financing 

A recent  Federal  report  contained  information  on  the  changes  be- 
tween the  1959-60  year  and  the  1965-66  year  in  current  fund  income, 

® All  figures  In  this  paragraph  calculated  from  data  In  the  same  source  as  for  Table  1-4, 
U.S.  Office  of  Education,  Digest  of  Educational  Statistics,  1968.  p.  102. 
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and  how  fast  the  different  sources  of  it  grew.  Table  1-8  shows  this 
for  total  current  income  and  Table  1-9  for  income  per  student  (see 
Table  1-8  for  citation  of  report). 

In  Table  1-8  we  see  that  public  institutions  did  not  expand  their 
income  appreciably  faster  than  private  ones,  despite  the  fact  that 
their  student  bodies  grew  much  more  rapidly.^  This  indicates  im- 
mediately that  their  income  per  student  has  grown  much  more  slowly. 
This  is  verified  by  the  figures  in  the  up:l)er  left  comer  in  Table  1-9. 
Some  of  this  is  probably  due  to  the  deliberate  expansion  by  public 
institutions  professing  to  offer  only  relatively  low  quality  educa- 
tion, and  needing  lower  income  per  student  to  finance  it. 

To  return  to  Table  1-8,  it  is  interesting  to  look  both  down  the  col- 
umns and  across  the  rows.  The  state  government  column  shows  the 
relative  emphasis  on  junior  colleges,  and  the  Federal  non-research 
column  shows  emphasis  on  private  institutions.  Federal  aid  not  tied 
to  research  has  increased  much  faster  than  other  income,  especially 
for  the  private  schools.  And  endowment  earnings  and  private  gifts 
and  grants  have  lagged  far  behind.  The  data  for  ] uni  or  cofieges  sepa- 
rately show  that  both  public  and  private  ones  received  rapid  increases 
in  Federal  non-research  funds.  The  fortunes  of  the  four-year  colleges 
are  interesting:  both  private  and  public  have  increased  the  organized 
research  they  do  for  the  Federal  government,  but  it  is  only  the  private 
ones  Avhich  have  foimd  other  Federal  suppoiii  growing  faster  than  total 
income. 


TAJiLE  1-8. — Average  annual  percentage  increase  in  current  income  from  selected 
S0U7'CCSj  1959-60 — 1965-66 


Typo  of 
institution 

Total 

in- 

come 

Tui- 

tion 

and 

fees 

Orga- 

nized 

research 

(Fed- 

eral) 

Other 

Federal 

State 

govern- 

ment 

Local 

govern- 

ment 

Endow- 

ment 

earn- 

ings 

Private 

gifts 

and 

grants 

Auxil- 

iary 

enter- 

prises 

All  institutions... 

...  14. 1 

15.0 

10.2 

20.9 

13.9 

13.1 

7.6 

9.2 

13.2 

Public 

..  14.5 

17.9 

16.2 

17.5 

13.9 

13.3 

7.4 

11.0 

13.8 

Private 

...  13.5 

14.5 

16.2 

31.9 

15.4 

8.9 

7.6 

8.7 

12.4 

Public:  . ... 

Universities 

...  14. 1 

10.8 

16.1 

19.4 

13.0 

(>) 

6.7 

10.5 

14.4 

Other  4-yoar — 

...  13.8 

18.1 

19.1 

12.1 

13.7 

11.9 

12.3 

17. 3 

12.8 

2- Year 

20.7 

25.6 

(>) 

44.2 

23.9 

15.8 

18.4 

0.2 

12.2 

Private:  .... 

Universities 

12.9 

13.0 

14.3 

30.8 

15.8 

7.3 

8.8 

10.2 

12.  u 

Other  4-Yoar... 

..  13.9 

15.6 

19.4 

35.1 

12.0 

12.7 

5.8 

7.6 

12.6 

2- Year 

...  14.1 

lao 

(0 

40.0 

(0 

(>) 

7.4 

8.3 

12.8 

1 Tlio  cliango  in  this  incomo  source  is  not  particularly  relevant  for  this  typo  of  institution. 

Source:  U.S,  Dopartmont  of  Health,  Education,  and  Welfare,  Toward  a Long-Range  Plan  for  Federal 
Financial  Supporl  jot  Higher  Educaiion  (mlmeo),  1969,  p.  46. 


* The  readoi*  may  get  more  out  of  the  tables  if  he  remembers  that  In  the  six-year  period 
■ covered,  a variable  very  close  to  doullea  if  It  grows  at  12  per  cent  per  year. 


215 


21 


Table  1-9, — Average  annual  percentage  increane  in  current  income  per  student^ 

1959^-60  to  1965-66 


Typo  of 
institution 


All  institutions 

Public 

Private 

Public: 

Universities 

Other  4-year 

2-year 

Private: 

Universities.,.. 

Other  4-y  cor 

2-year. 


Total 

in- 

come 

Tui- 

tion 

and 

fees 

Orga- 

nized 

research 

(Fed- 

eral) 

Other 

Federal 

State 

govern- 

znont 

Local 

govern- 

ment 

Endow- 

ment 

earn- 

ings 

Private 

gifts 

and 

grants 

Auxil- 

iary 

enter- 

prises 

6.5 

7.0 

7.6 

12.3 

5.3 

4.5 

-1.1 

0.6 

4.6 

4.0 

7.4 

5.7 

7.0 

3.4 

2.8 

— 3. 1 

0.6 

3.3 

8.1 

9.1 

ia8 

20.6 

mo 

3.6 

2,1 

3.3 

7.0 

4.3 

7.0 

6.3 

9.6 

3.2 

(0 

-3.1 

0.7 

4.6 

3.6 

7.0 

8.9 

1.9 

3.5 

1.7 

2.1 

7.1 

2.6 

7.8 

12.7 

(0 

31.3 

11.0 

2.9 

5.6 

-6.7 

—0.7 

9.0 

9.1 

10.4 

26.9 

11.9 

3.4 

4.9 

6.3 

8.1 

8.1 

9.7 

13.6 

29.3 

6.8 

6.9 

0.0 

1.8 

6.8 

2.5 

4.4 

(») 

29.0 

(0 

(0 

-4.2 

-3.3 

1.2 

1 The  change  In  this  Income  source  Is  not  particularly  relevant  for  this  type  of  institution, 
Bource:  Same  as  for  table  1-8  p,  20. 


Table  1-9  shows  the  private  sector  faring  much  better  than  the 
public  in  income  per  student.  Every  row  of  this  table  should  be  the 
same  as  the  corresponding  row  of  the  previous  table,  minus  some 
constant,  the  constant  being  approximately  equal  to  the  rate  of  growth 
of  enrollment  in  the  type  of  school  shown  in  the  row  (the  rate  of 
growth  of  income  per  student  is  closely  approximated  by  the  rate  for 
income  minus  the  rate  for  students).  Therefore,  along  a row,  the 
relative  ranking  of  the  sources  of  income  will  be  the  same  as  in  the 
previous  table.  But  it  is  in  tlie  columns  where  the  differences  are 
found : the  first  column  shows  that  private  schools  have  increased  in- 
come per  student  twice  as  fast  as  the  public  ones.  Other  columns  show 
that  this  was  true  for  a whole  variety  of  individual  sources  as  well, 
including  tuition,  organized  research,  other  Federal  aid,  and  even  state 
government  funds  I Extremely  illuminating  is  the  Federal  non-research 
column,  which  shows  this  aid  gjrowing  much  faster  at  private  institu- 
tions. In  the  public  sphere,  it  is  only  the  two-year  college  which  has 
Federal  non-research  funds  increasing  nearly  as  rapidly  as  at  private 
institutions. 

The  report  from  which  these  figures  are  taken  also  notes  that  faculty 
.salaries  increased  by  about  5.5  per  cent  per  year  during  the  period,  so 
that  income  per  student  would  have  had  to  increase  that  fast  to  main- 
tain the  value  of  faculty  resources  per  student.  This  is  just  what  was 
achieved.  Since  other  prices  increased  less  than  2 per  cent  per  year, 
institutions  were  able  to  increase  the  value  of  those  resources  per 
student,  and  thus  also  the  value  of  all  resources  combined  (source  for 
Tables  1-8  and  1-9,  pp.  11-12).  Any  increase  in  the  productivity  of 
those  resources,  of  course,  was  an  added  factor  in  increasing  the 
■quality  of  education. 
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While  no  details  are  ffiven,  the  same  report  notes  that  private  in- 
stitutions increased  the  hook  value  of  their  physical  plant  by  about 
50  per  cent  during  the  period,  while  public  institutions  did  so  by  only 
12  per  cent  (p.  13).  This  would  indicate  very  slow  growth  in  book 
value  of  plant  per  student  in  public  institutions,  about  1.5  xier  cent 
for  the  whole  period. 

Estimated  Personal  Costs  por  Students 

The  Office  of  Education  has  estimated  the  following  average  total 
costs  for  a student’s  tuition,  required  fees,  and  room  and  board  at  a 
four-year  institution  in  the  1968-69  school  year:  public  institutions, 
$1,133 ; private,  $2,395.  Most  of  the  difference  is  of  course  accounted 
for  by  tuition  and  fees,  which  averaged  $298  in  the  public  and  $1,436 
in  the  private  sector.® 


Total  Public  Expenditure 

As  further  detailed  in  Chapter  Y,  tlie  Federal  Government  e.stiinated 
its  expenditures  on  higher  education  at  $5.9  billion  in  fiscal  year  1968, 
including  research  and  development,  and  $3.7  billion  excluding  it  (but 
including  general  su2iport  for  science  education) . These  are  ixclually 
obligations,  not  expenditures  jiroper.  The  Commerce  Deiiartment  re- 
ports that  State  and  local  governments  spent  $9.9  billion  in  calendar 
year  1968  on  higher  education.  S'lirvey  of  Current  Business^  Jnly  1969, 
p.  34. 


II.  THE  COSTS  AND  BENEFITS  OF  HIGHER  EDUCATION 

In  tills  section  I shall  discuss  some  of  the  distinctive  economic  as- 
pects of  higher  education.  These  arc  aspects  which  the  economist  qua 
economist  focuses  on  in  assessing  whether  the  economic  system  func- 
tions properly  with  respect  to  higher  education.  IVliat  special  stej)s, 
if  any,  must  be  taken  to  make  sure  enough  higher  education  is  pro- 
duced, to  make  sure  that  it  is  produced  in  the  right  way,  and  to  make 
sure  that  the  distribution  of  its  benefits  among  society’s  members  is 
according  to  the  society’s  fundamental  goals  ? 

An  examination  of  these  aspects  offers  insights  into  just  how  higlier 
education  is  similar  to  the  other  goods  and  services  the  economic 
system  produces,  and  how  it  is  difmrent.  There  are  imjiortaut  ways 
in  which  it  is  different,  but  it  must  not  be  forgotten  that  it  is  also 
similar  in  certain  ways  to  other  goods.  Higher  education  is  an  output 
of  the  economy,  albeit  an  intangible  one,  and  it  uses  up  resources  which 
might  have  been  used  to  produce  other  thing’s.  It  is  tlieoretically  jios- 
sible  to  have  too  much  of  it.  This  point  is  not  always  well  enough 
appreciated,  and  policies  are  sometimes  ad^'ocated  which  would  pro- 
duce only  a very  small  amount  of  additional  higher  education  at  a 
very  great  expense  in  resources,  or  at  the  cost  of  achieving  otiier  im- 
portant goals,  such  as  an  ecputablo  distribution  of  i ncome. 

The  discussion  here  is  not  extensive,  and  centers  only  on  the  most 
important  principles.  Its  conclusions  are  actually  rather  familiar,  and 


®U.S.  Office  of  Education.  Digest  o/  Educational  Statistics,  1968,  p.  95. 
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my  purpose  is  merely  to  introduce  widely  accepted  notions  about  Iiigli- 
er  education  in  a way  which  best  leads  into  the  later  chapters. 

In  this  section  I shall  first  review  briefly  three  important  aspects 
of  the  costs  and  benefits  of  higher  education  which  raise  doubts  as  to 
whether  reliance  on  private  financing  is  appropriate.  Then  I shall  go 
into  more  specific  details  about  costs  and  benefits  in  turn,  which  are  also 
relevant  for  the  details  of  any  subsidy  arrangements  the  public  may 
want  to  make. 

Three  Special  Aspects 

T’llE  PUELIC  INTEREST 

A traditional  distinction  in  the  economic  literature  on  higher  educa- 
tion is  the  distinction  between  private  benefits  and  external  benefits. 
Private  benefits  refer  to  benefits  which  a person  investing  in  hig^r 
education  receives  himself;  external  benefits  refer  to  the  ones  wliich 
acciTie  only  to  society  in  general,  without  directly  increasing  the  satis- 
faction of  the  individual  who  possesses  the  education. 

The  benefits  to  the  individual,  which  show  up  in  his  monetary  in- 
come or  his  non-inonetary  advantages,  are  very  large.  This  explains 
why  individuals  and  families  finance  a great  deal  of  investment  in 
higher  education  out  of  their  own  time  and  funds.  But  it  has  always 
been  assumed  that  some  of  the  benefits  of  all  levels  of  education  accrue 
only  to  society  as  a whole.  These  benefits  are  external  to  the  individ- 
ual, in  that  they  resUit  from  his  own  education,  but  cannot  be  turned  by 
him  into  his  own  satisfaction  directly.  The  education  benefits  his 
neighbors  as  well,  and  the  realm  of  the  “neighborhood”  is  very  large 
indeed  in  the  modern  world,  because  of  migration,  because  the  econ- 
omy depends  heavily  on  the  diffusion  of  new  loiowledge  for  growth, 
and  because  all  men  must  work  and  live  closely  with  others.  Tax- 
payers have  long  accepted  that  such  external  benefits  are  leritimate 
grounds  for  their  support  of  higher  education.  The  extensive  develop- 
ment of  state  and  city  colleges  and  universities  demonstrates  this.  The 
reasoning  behind  this  traditional  public  decision  to  subsidize  higher 
education  does  not  focus  on  equity;  it  is  not  that  since  some  of  the 
benefits  accrue  to  society  at  large,  society  at  large  ought  to  pay  some  of 
the  educated  person's  costs,  as  a matter  of  fairness.  Bather,  it  focuses 
on  the  fear  that  if  the  public  does  not  commit  itself  in  advance  to  pay 
part  of  the  costs,  it  will  not  be  able  to  get  the  benefits.  In  short,  with- 
out some  sort  of  subsidy,  it  is  feared,  individuals  will  underinvest  in 
education — too  little  of  it  will  be  produced,  meaning  that  additional 
investment  in  it  would  have  a value  to  society  greater  than  the  sub- 
sidy wliich  vrould  be  necessary  to  make  the  additional  investment.  The 
subsidy,  then,  is  an  effort  to  induce  the  production  of  more  higher  ed- 
ucation than  individuals  would  want  otherwise.  For  higher  educa- 
tion (and  even  high  school,  beyond  the  age  up  to  wliich  persons  are 
compelled  to  attend),  the  traditional  subsidy  is  best  seen  as  a bribe. 

INVES'niENT  IN  ITUJtAN  CAPITAL 

A crucial  feature  of  higher  education  is  that  it  is  a capital  good. 
Creating  it  is  investment.  Education  has  a long  life  over  which  it 
provides  its  benefits,  both  the  ones  which  the  individual  does  enjoy 
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and  the  ones  which  spread  over  all  of  his  neighbors  in  society.  Like 
other  long-lived  durable  goods,  higher  education  is  expensive;  since 
it  is  somewiing  which  can  paj^  off  its  cost  only  oyer  a veiy  long  period, 
its  cost  looms  large  compared  to  the  annual  income  of  the  average 
family.  It  is  not  surprising  that  a good  which  lasts  so  long  is  expen- 
sive to  build.  Training  the  mind  in  general  habits  of  thought  and  in 
the  knowledge  of  specific  facts  to  equip  it  for  a lifetime  of  work  takes 
a lot  of  the  student’s  own  time  and  other  costly  resources.  The  costs 
of  higher  education,  in  the  broader  social  sense  of  the  resources  which 
are  absorbed,  must  be  paid  for — while  the  capital  good  is  being 
created.  Since  the  costs  loom  so  large  compared  to  annual  income, 
financing  the  purchase  is  a major  proposition  for  a family.  The  sacri- 
fices of  the  young  person’s  time  and  of  the  goods  and  services  which 
must  be  given  up  to  free  income  for  the  purchase  of  schooling  are  very 
great  indeed.  The  largest  part  of  the  goods  sacrificed  by  the  person 
or  his  family  are  the  ones  they  could  have  bought  if  his  time  had  b^n 
spent  earning  a cash  income  instead  of  studying.  Without  subsidies, 
there  would  be  enormous  ob.stacles  to  the  purchase  of  higher  education 
by  poorer  families.  Since  the  present  subsidies  do  not  restore  much 
of  tlie  earnings  lost  by  not  working  instead  of  studying,  they  still 
leave  significant  obstacles  to  poorer  tamilies.  These  obstacles  are  not 
really  different  from  the  ones  which  prevent  poor  families  from  buy- 
ing new  Cadillacs  or  summer  homes  or  vacations  in  Europe,  but  the 
public  may  be  less  willing  to  let  them  remain  as  barriers  to  education. 


difficulties  of  loax  fixance 

Another  feature  of  higher  education  mak^  it  hard  to  resort  to  what 
would  seem  a natural  solution,  financing  investment  by  borromng. 
Because  education  is  investment  in  human  capital,  it  is  notably  less 
amenable  to  loan  finance  than  physical  investment  in  buildings,  ma- 
chines, or  inventories.^  There  is  a lack  of  security  for  the  lender;  he 
camiot  take  out  a mortgage  on  the  educated  person’s  ability.  Then,  too, 
so  much  of  whether  education  succeeds  or  not  depends  on  tilings  other 
than  the  education,  like  motivation,  which  create  risk  the  loan  cannot 
be  repaid.  Education  is  a different  kind  of  capital  from  machines  or 
buildings,  because  it  is  not  embodied  in  a concrete  form,  the  produc- 
tivity of  which  is  lai’gely  independent  of  who  owns  it.  The  produc- 
tivity of  education  depends  heavily  on  personal  characteristics  of 
the  borrower  which  are  beyond  the  control  of  the  lender  and  about 
which  he  ma}^  have  little  knowledge.  If  the  owner  of  physical  capital 
defaults  on  a loan  he  used  to  finance  it,  the  lender  can  repossess  the 
capital  and  resell  it  to  someone  else ; no  suck  option  exists  if  the  loan 
had  financed  education.  By  its  very  nature,  education  is  an  investment 
until  some  risk  even  to  the  person  getting  the  education,  merely  be- 
cause of  the  lack  of  Imowledge  of  whether  it  can  be  put  to  good  use 
long  enough  to  pay  off.  The  risk  may  irliibit  even  a rich  person  able 
to  finance  all  co^s  himself.  The  situation  is  worse  for  a pooi*er  person, 
for  he  will  find  it  diificult  to  borrow  in  the  noimal  capital  market 

^Thls  point  is  widely  made.  For  succinct  statements,  see  Milton  Friedman.  Oapitallsm 
and  Freedom,  university  of  Chicago  Press,  Chicago,  1902.  pp.  100-4  *.  and  Gory  Becker ^ 
Human  Capttalj  National  Bureau  of  Economic  Research,  New  York,  1904,  pp.  55-58. 
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because  he  can  offer  no  physical  security  to  lenders.  Thus,  either  low 
self-confidence  or  low  incoine  will  prevent  people  from  investing  in 
themselves  unless  the  public  intervenes.  Unfortunately,  self-confidence 
may  be  lowest  in  the  gi’oups  whose  income  is  lowest. 

The  Costs  of  Higher  Education 

The  costs  of  higher  education  are  properly  measured  by  the  value 
of  opportunity  uses  elsewhere  of  the  real  resources  used  in  the  pro- 
duction of  the  education.  In  economics,  the  cost  of  a good  is  measured 
by  the  value  of  tlie  other  goods  which  must  be  given  up  in  order  to. 
employ  resources  in  the  production  of  the  good  in  question.  For  higher 
education,  it  is  important  to  distinOTish  “direct’’  and  “indirect”  costs.. 
Most  direct  costs  are  the  costs  of  the  resources,  including  labor,  used 
by  the  educational  institution  for  instnictional  pui'poses.  If  the  market 
prices  of  these  resources  measure  their  opportunity  values  (because- 
their  prices  reflect  how  much  producers  of  other  goods  would  be  willing 
to  pay  for  them) , direct  costs  are  the  wages  and  salaries  paid  to  faculty 
and  other  employees,  expenditures  on  routine  operating  and  mainten- 
ance supplies  and  services,  and  capital  costs.  Annual  capital  costs  are 
usually  considered  to  include  depreciation  and  imput^  interest  on- 
buildings  and  lon^-lived  equipment,  and  imputed  rent  on  land,  As. 
noted  in  the  previous  chapter,  these  capital  costs  are  not  accurately 
reflected  in  the  usual  budget  statements  of  colleges  and  universities. 
In  the  statements,  capital  expenditures  refers  to  the  total  expenditure^ 
for  the  purchase  of  buildings  and  equipment  during  a year.  Not  all 
this  amount  is  true  capital  costs  in  any  one  year,  because  the  propeity 
lasts  much  longer.  The  cost  of  using  capital  resources  in  any  one  year 
is  better  measured  by  the  depreciation  during  the  year,  plus  an  esti- 
mate of  the  return  the  capital  would  earn  in  tlie  best  oppoitunity  use.. 
This  oppoitunity  return  can  be  measured  only  iinperfectly,  but  a rea- 
sonably good  estimate  can  be  made  by  multiplying  some  market  in- 
terest rate,  such  as  the  rate  of  return  on  similar  capital  used  in  com-. 
petitive  industry,  times  the  net  (depreciated)  value  of  the  capital  used. 
The  imputed  interest  on  buildings  and  equipment  and  the  imputed 
rent  on  land  are  genuine  costs  of  using  these  resources,  whether  the 
educational  institution  actually  makes  such  payments  to  landowners 
and  bondholders  or  not.^ 

The  “indirect”  costs  of  higher  education  are  the  labor  earnings 
which  a student  must  forego  in  order  to  devote  himself  to  study.  The 


3 The  rate  of  return  used  to  Impute  the  eosts  of  capital  used  in  eduentlon  should  be  a, 
“before  tax”  rate.  For  example,  eapital  used  In  higher  education  la  usually  exempt  from 
state  and  loeal  property  taxation.  If  the  property  were  used  in  some  other  industry.  It' 
•would  have  to  produee  a market  value  suflleient  to  pay  property  taxes,  and  the  eost 
of  higher  edueation  Ineludes  that  alternative  market  value.  Exemption  of  property  taxes 
is  thus  one  element  of  the  publie  subsidy  given  to  higher  education,  for  even  without 
any  other  subsidy  the  oxemPtlon  means  that  institutions  of  higher  edueation  ean  offer 
the  services  of  eapital  for  a lower  price  than  another  industry  whleh  might  use  the  same, 
capital  and  which  would  have  to  pay  property  taxes.  For  the  same  reasons,  the  fact 
that  higher  education,  docs  not  pay  corporation  profits  taxes  might  be  regarded  as  a 
subsidy.  However,  so  many  other  activities  escape  the  corporate  profits  tax  that  it  seems., 
odd  to  emphasize  this  as  a subsidy  to  higher  education ; it  is  more  common  to  emphasize 
it  as  a tax  on  the  use  of  capital  by  corporations.  But  of  course,  a discriminatory  tax  on 
one  thing  is  a subsidy  to  other  things. 

The  questions  of  the  correct  measurement  of  cost  in  higher  education  are  the  same  as 
some  questions  In  the  evaluation  of  public  investment  projects.  The  literature  is  enormous, 
but  for  a good  discussion  of  the  issues  in  the  latter  context,  sec  Bauraol,  W.,  “On  the  Social- 
Rate  of  Discount,”  American  Economic  Review,  September  19 CS,  pp.  788-802. 
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student's  own  time  and  effort  are  resources  with  opportunity  uses 
which  must  be  given  up  if  they  are  used  in  the  educational  process. 
In  valuing  them  at  the  oppoitimity  earnings  they  could  command 
in  some  other  use,  we  are  merely  being  consistent  with  the  use  of  market 
wages  and  salaries  to  value  the  other  labor  inputs  included  as  direct 
costs.  Studying  can  be  regarded  as  one  fonn  of  employment,  with  the 
compensation  for  the  trouble  of  studying  coming  not  in  the  fomi 
of  money  wages,  but  in  the  receipt  of  a capital  good — the  education. 
I'rom  the  student’s  point  of  view,  not  working  in  tne  labor  force  means 
that  he  must  sacrifice  the  consumer  goods  he  could  buy  with  the  earn- 
ings, or  someone  else,  like  his  family,  or  taxpayers,  must  sacrifice 
consumer  goods  if  he  does  not.  From  the  whole  economy’s  point  of 
view,  the  student’s  not  working  in  the  labor  force  means  that  what 
he  could  have  produced  there  is  lost,-  instead  of  those  other  things, 
what  the  economy  produces  with  his  time  and  effort  is  the  education 
the  student  gets.  Considering  the  annual  wage  which  even  young  un- 
skilled labor  can  earn  in  today’s  economy,  it  is  aj^pareiit  that  foregone 
earnings  cost  is  a very  large  part  of  total  costs  and  can  easily  be  more 
than  half  of  it. 

^ So  far,  nothing  has  been  said  of  the  living  costs  at  college.  Students 
living  away  from  home  must  pay  room  and  board  costs.  But  those 
are  not  properly  called  costs  of  education  if  they  would  have  to  be 
borne  regardless  of  what  the  young  person  is  doing.  Only  the  costs 
which  are  incurred  because  the  student  attends  college  are  truly  costs 
of  higher  education.  If  the  living  costs  would  have  been  incurred  no 
matter  what  the  student  did — and  this  may  cover  most  of  tlie  ordinary 
living  coste — they  are  costs  of  the  student  existing,  not  of  his  getting 
an  education,  They  would  not  be  saved  by  the  student  doing  something 
else,  and  so  are  not  oppoitunity  costs  of  education.  However,  some 
liWng  costs  are  really  higher  because  of  attending  college  and  are  ap- 
propriately included  in  direct  costs. 

This  should  make  it  clear  that  the  true  costs  of  education  cannot  be 
identified  by  any  paiticular  total  of  money  expenditures  by  students 
and  colleges.  Some  real  costs  are  not  reflected  in  money  outlays,  and 
not  all  money  outlays  represent  real  costs.  In  practice,  of  course,  it  is 
exceedingly  difficult  to  determine  just  what  expenditures  qualify  as 
real  costs.^  The  determination  depends  on  just  how  “education”  is  de- 
fined. If  living  away  from  home  costs  students  more  than  commuting 
between  home  and  college,  but  if  living  away  from  home  is  an  impor- 
tant part  of  one’s  education,  then  the  extra  costs  are  properly  con- 
.sidered  costs  of  education.  Other  problems  are  raised  by  recreational 
and  entertainment  costs  and  research  costs.  To  what  extent  are  dra- 
matic and  athletic  events  considei*ed  a part  of  college  education? 
Although  such  events  are  attended  by  some  people  not  in  college,  the 
nature  of  the  events  and  their  setting  may  make  them  integral  parts  of 
college  education.  In  research,  there  is  temptation  to  distinguish  it 
from  education,  but  this  requires  making  a distinction  between  dis- 
covering knowledge  and  imparting  existing  knowledge,  which  may 
not  be  a meaningful  distinction,  Even  if  they  are  distinguished,  re- 
search needs  public  support  as  well  as  education,  and  it  may  be 
desirable  to  subsidize  the  same  institutions  to  do  both.  Then  the  merit 
in  distinguishing  the  two  is  that  clear  labeling  of  things  aids  intelli- 
gent decisions.  At  any  rate,  the  questions  which  arise  in  defining  educa- 
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tion  are  difficult  ones  to  which  no  firm  answers  can  be  given.  However, 
they  assume  considerable  importance  when  it  comes  actually  to  flushing 
out  a practical  public  subsidy  plan. 

The  total  costs  of  higher  education  are  direct  plus  indirect  costs. 
They  are  thus  all  costs  incurred  by  institutions  for  educational  pur- 
])oses,  plus  the  part  of  costs  incurred  by  institutions  for  housing  and 
feeding  students  which  exceed  the  costs  the  students  or  their  families 
would  have  to  pajr  anyway  (including  imputed  rent,  interest,  and  prop- 
erty tax  on  dormitories  and  dining  halls) , plus  the  food  and  lodging 
expenditures  by  students  who  live  and  eat  off  campus  which  exceed  the 
living  costs  they  would  have  to  pay  anyway. 

One  important  difference  between  direct  and  indirect  costs  is  that 
the  direct  costs  vary  greatly  from  institution  to  institution,  while  in- 
direct costs  do  not.  Indirect  costs  are  the  earnings  which  the  student 
could  make  by  not  going  to  college;  they  are  the  wages  he  could  com- 
mand, given  his  ability,  experience  and  previous  education.  These  po- 
tential earnings  forgone  are  probably  not  much  affected  bv  which 
college,  he  goes  to.  Employers  are  not  likely  to  be  influenced  by  those 
decisions  so  the  he  is  offered  for  participation  in  the  labor  force 
are  little  affected.  On  the  other  hand,  the  direct  costs  are  much  higher 
in  some  institutions  than  in  others.  This  would  be  true  even  without 
subsidies,  although  the  variation  in  the  share  of  institutional  costs 
recovered  from  the  student  is  an  additional  factor.  Ignoring  the  sub- 
sidies, the  variation  partly  reflects  the  variation  in  the  quality  of  edu- 
cation offered.  Institutions  of  approximately  the  same  size,  thus  equally 
able  to  achieve  economies  of  scale,  may  incur  widely  different  costs  per 
student,  because  the  resources  they  employ  per  student  differ  widely 
in  quantity  and  quality.  Some  institutions  employ  high  quality  facul- 
ty,  paying  them  the  salaries  and  fringe  benefits  necessary  to  keep  them, 
and  also  operate  with  a high  faculty-student  ratio ; other  institutions 
employ  lower  quality  faculty  at  lower  salaries  and  also  employ  fewer 
faculty  per  student. 

Ill  addition  to  the  quality  variation,  the  living  costs  which  are 
marginal  to  higher  education  may  vary  with  the  institution  attended, 
because  whether  the  student  lives  at  school  or  at  home  makes  a differ- 
ence. !> 

Another  important  distinction  is  between  social  costs  and  private 
costs.  Social  costs  are  the  opportunity  value  to  the  society  as  a whole  of 
the  resources  used  in  higher  education.  If  market  prices  equal  oppor- 
tunity costs,  the  costs  talked  about  above  will  be  the  social  costs.  Pri- 
vate costs  are  less  than  social  costs  for  two  main  reasons.  Direct  costs 
are  less  to  the  student  than  they  are  to  the  economy  because  of  the 
extensive  subsidies  given  by  governments  and  by  private  donors  to 
colleges  and  universities.  These  allow  the  educational  institution  to 
incur  more  costs  than  are  reimbursed  by  students  and  their  families. 
Private  indirect  costs  are  also  less  than  social  ones.  Social  indirect 
costs  are  the  value  of  the  student’s  potential  earnings  measured  before 
income  taxes  are  deducted.  The  value  of  a worker’s  social  productivity 
in  the  labor  force  is  measured  by  earnings  before  tax,  because  taxation 
represents  merely  a particular  use  of  the  economy’s  product,  not  a 
diminution  of  product.  However,  if  he  did  work  the  student  would 
have  to  pay  income  tax,  and  all  he  would  have  available  for  consump- 
tion is  his  earnings  after  tax.  It  is  earnings  after  tax  which  the  in- 
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dividual  must  sacrifice,  Subsidies  therefore  reduce  private  direct  co'its, 
and,  income  taxation  reduces  private  indirect  co^,  below  the  social 
counterpai’ts, 

Private  Benefits  of  Higher  Education  ® 

In  the  case  of  benefits,  there  is  a crucial  distinction  between  private 
benefits  and  social  benefits.  This  distinction  explains  much  of  tradi- 
tional economic  policy  in  education, . 

earnxNgs  ^ , 

A major  private  benefit  of  higher  education  is  the  extra  earning 
power  it  gives  the  individual.  Human  capital  brings  financial  letimis. 
It  is  parfly  in  their  additional  earnings,  over  the  earnings  of  persons 
similar  in  other  respects  but  having  less  education,  that  the  education 
pays,  off  for  the  educated  people.  Table  2-1  shows  some  evidence  of  the 
private  returns  to  education.  In  the  first  of  the  two  we  see  a.  strong 
positive  relationship  between  the  income  of  a family  and  the  educa- 
tion of  the  person  who  heads  it  (the  data  in  Table  2-1  are  based  on  a 
sample  of  52,500  households).  The  correlation  is  unmistakable,  even 
when  color  and  age  are  held  constant.  On  every  single  line  of  the  table, 
the  median  income  rises  as  the  number  of  years  of  education  completed 
rises. 


Table  2-1. — Median  money  incomes  of  families^  1967^  hy  education  of  head 


Category 

Years  of  school  completed  by  head 

8 

College 

All 

families 

12  1 to  3 yeai-s 

4 or  more 

All  families,  head  25  years  old  or  more... 

$6,470 

$8,822 

$10, 176 

$12,672 

$8, 168 

White 

6,608 

8,962 

10,277 

12,770 

8,471 

Nonwhite 

4,397 

6, 665 

8,189 

10,485 

.5,232 

All  families,  head  25  years  old  or  more... 

6,470. 

8,822 

10, 176 

12,672 

8,163 

Head  aged  25  to  34  years 

6,049 

8,090 

8,976 

10,708 

• 8,095 

Hoad  aged  35  to  44  years i 

7,699 

9,281 

10,628 

13,631 

9,239 

Hoad  aged  45  to  54  years. 

8,103 

. 10,238 

12,072 

14,916 

9. 676 

Head  aged  55  to  64  years. 

7,091 

9,272 

10,917 

15,163 

8,042 

Head  aged  65  year's  or  more 

3,835 

5,150 

6,024 

7,710 

3,928 

Source  : U.S.  Bnreriii  of  tlie  Cousiis,  Cinrcnt  PopuUttion  lieporlBt  Scvies  P-GO,  Ko.  G!), 
Ineo}ue  in  1GG7  of  Families  and  Persons  in  the  United  states,  U.S.  Govenimeiit  Printing 
Oilice,  WuHliington,  Apr.  IS,  1960,  PI).  42-44. 


Naturally,  it  is  socially  significant  that  better  educated  families 
are  better-off  families.  But  tlie  data  have  shortcomings  for  detenu in- 
ing  the  pay-off  to  college  attendance  as  an  investment  decision.  A 
fainily ’s  income  includes  not  just  the  head’s,  so  some  of  the  variation 
in  income  may  be  due  to  varying  paiticipation  of  wives  and  other 
family  members  in  the  labor  force.  The  figures  include, monetary  in- 
come of  working  wives  but  not  non-monetary  benefits  families  receiv*e 
fioin  having  educated  women  as  homemakers.  It  is  true  that  similar 
data  for  individual  pei'spns,  as  opposed  to  families,  also  show  a strong 
correlation  between  income  and  number. of  years  of  school  completed.^ 

^ For  a thorough  (Uscusslon  of  both  private  and  social  benefits,  see  WeisbroeV.  Burton  A., 
Foptenia-l  Benefits  of  Public  Education,  Princeton  University,  Princeton,  New  Jersey,  1964.. 

* U.S.  Bureau  of  the  Census,  Current  Population  Reports,  Series  P-GO,  Vo.  Itmofnc 
in  J9G6  0/  Families  and  Person, s in  the  United  States,  U.S.  Government  Printing  Otliee. 
Washington,  Deeember  2S,  1967,  pp.  ^9-40. 


TAni.K  2~2. — Median  i'arning.H  for  maJcR  in  the  CTpcrirnccd  civilian  labor  force 

with  caniinfj.if  195V 


By  years  of  school  completed 


Cateyf^ry  ui  worker 

r.U'OH'n. 

lary 

h 

inph  — 
school 
12 

1 to  3 
yrs 

4 5 yra 
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All  white  males  25  to  04 

4.57k 

5.024 

0.230 

7,7‘U 

5.;f78 

.\pcJ25to  34 

4. 'A *3 

5.LV.S 

6.504 

0.35G 

5,iir» 

Aped  35  to  44 

4.».k5 

5,  'AN» 

0.  T7y 
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4.2iiO 
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• Inrhtd*'*  who  romp)*  U*<l  h > • Jirx.  not  shown  M'jwftil/'Iy. 

Sf«jror:  t*.S.  linrmu  «>l  fhi*  i’liiMH  t'.S,  Ctn»v»  nf  J\>putation : Suhffct  rtjtortr.  **Occupati»n  hy 

JCaruiftQi  cr»I  I'.Jucefum,'*  tirujl  l.'.S,  <»ovrrmttrnl  I'rlnttng  Olllci*.  Washincion, 

I ‘**3.  l»P. 

Hnt  rv(*n  (Imt  cvidoiBT  (Ux’s  not  inopt  anollirr  |)n)l)lcin  of  intornrota- 
lion  of  tlicdata  in I'ablc  ii-1,  wliit-li  isilmt  the  figures  tlioro  inclutlo  not 
ju>t  ctmiiri^irs — wjip»s,  salaries,  an<l  professional  onrnin^s — hut  all 
inonov  inroine.  Total  income  inrlndes  pro|HTty  iiwoino,  relief  pay- 
ments, j)ensions,  and  the  like.  'I'liorefon*,  it  is  not  the  rolevaiit  (ifrnro 
for  n''‘^essiim  ho’iv  well  education  pays  off;  it  isearninp;  which  tvally 
rei>rt's4M\t  llie  n*tun>s  to  educational  ca]>ital.  Data  on  eamin;^  are 
shown  in  Tnhle  They  coirie  from  a sur\ey  of  five  percent  of  the 
iKipiilation  taken  ns  p.art  of  the  P.W)  C'ensus.  Hecaiise  the  n'tunis  to  a 
w<»man*s  (siucation  often  <lo  not  show  up  in  monetary  earning?,  hut 
rather  in  the  iiMpniveueiils  in  the  life  of  the  family,  table  2-2  covers 
only  males.  .Xjrjnn,  e(hi<*niion  ami  earnin;j!s  ;w*e  <v»rn*lafed  even  when 
ape  and  race  are  h:*l<i  «*onk.t:int. 

Mow  ever,  no  data  on  earniups  ditferentiah  i-an  present  the  whole 
pic  ture.  OiK'  |irohl(*m  is  that  while  edtuaiitm  pays  off  handsomely  on 
flu*  aver:s;i:c.  there  is;»rx‘at  \ nrifjhiliiy  in  enmint*'.  1*1  lis  vari.ahiliiy  may 
make  rn any  jK*rsons  h*‘s  thriu  ftdlv  ronluhml  lltal  ( duration  will  pay  nil’ 
for  them.  I ’*hall  rvitini  to  this  jMuni  at  Im^pth  in  tlsis  chapter,  after 
ileaiijip  w itli  other  ppihh'inv. 

nsaiMMis  tu”  y\^^  oi'  mn'UN 

dluTe  :iTv  lw<»  other  major  ps^^hlem  in  lnteT|>r«^tinp  the  <lat:i.  ihu* 
is  flint  nddt^l  ediniDps  alone  rnnnot  make  edmnfioii  an  affrarfive 
itne  ftnenf:  the  a<hle«j  eanun;j:s  e\|Msted  in  flu*  futim*  mu'>f  1h*  dis. 
r»mi)fe<l  and  then  rotnpar('<l  to  I he  rov|*A  »)f  cdnrattnii.  Mhe  crucial  (pjes- 
tion  tH  )u*w  flhe  rafe  of  iviutn  on  (‘ditcafiou  rompaf*<*s  lo  that  for  olher 
iu\  C'-t  men!  .-x,  If  a Cfdlepv  praduafe  had  ad<h'd  eainitip>  of  p<'i  \r:\\ 
for  to  years  !a'cntfi^e  he  praduaf«il  ftoni  rolt«*p(',  he  luiphf  '■fdl  repaid 
the  e\]«*r5cnce  unpt*oti(  able  if  it  InuJ  r<i'tf  huu  tiuuv  fhnu  f * 
iiirludinp  the  eamiiips  he  had  *-ni  rifir<^d  ; lu'  would  Jinv*'  eaij.ed  a 
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negative  rate  of  return,  in  fact  Even  if  lie  earned  $1,000  more  a year 
for  40  years,  liis  $20,000  would  be  earning  less  than  4 per  cent  (based 
on  standard  financial  tables) . 

Tile  other  problem  is  that  correlation  is  not  necessarily  causation : do 
the  data  show  that  educated  people  earn  more  because  of  their  educa- 
tion, or  only  that  they  possess  certain  natural  abilities  and  motivation 
wliicli  explain  l>oth  greater  educational  attainment  and  higher  earn- 
ings ? Does  the  education  really  make  tliat  much  difference  ? 

Some  economic  studies  have  tackled  tlieso  problems.  Some  of  the 
conclusions  from  them  will  bo  summarized  here,  especially  tliose  from 
the  best  known  of  them,  Gary  Beckers  Human  CapitaU  Becker  esti- 
mated the  rate  of  return  to  education  beyond  high  school  for  various 
|K>pulation  groups  in  1039  and  1940,  years  for  which  census  data  on 
earnings  were  available.  Dati:  did  not  peiTnit  separating  college  educa- 
tion from  graduate  education.  Becker’s  mto  of  return  is  meant  to  bo 
the,  rate  for  private  pecuniary  returns,  so  he  based  it  on  money  earn- 
ings after  tax  and  did  not  attempt  to  quantify  external  benefits.  The 
costs  of  education  on  which  the  estimates  are  based  are  also  the  private 
costs  to  students,  not  the  full  costs  of  institutions  of  higher  education, 

Becau.se  the  ilata  covered  both  college  and  graduate  education, 
Becker  calculated  costs  for  four  and  one-half  years  of  attendance. 
I >iivot  costs  for  tuition,  books,  and  the  added  living  expenses  at  college 
for  the  average  student  were  estimated.  The  indirect  co.sts  for  a year 
were  estimate<l  at  alternative  eaniiugs  for  nine  months.  Indirect  costs 
were  74  per  cent  of  the  total  co.sts. 

Becker's^  calculation  of  returns  inquired  estimates  of  the  futui-e 
earnings  liistory  of  the  1939  graduates  over  their  own  lifetime.  He  a.s- 
sun  led  the  earnings  of  different  age  groujxs  of  college  graduates  in 
1939.  after  some  adjustments,  were  ivasonable  c.stimates  of  liow  the 
1939  graduate.s’  eaniings  would  rise  as  they  themselves  aged  over  time. 
‘I'he  lulju.s't inputs  incliuled  one  to  ivtlect  liiglier  tax  rjitcs  after  1039, 
ami  one  to  ivduce  tlie  average  earnings  in  eacli  age  group  hy  the  proh- 
ability  of  not  .surviving  to  tluit  age.  lie  also  assumed  tlie  eaniings  of 
IkUIi  )iigh  school  and  college  graduates  would  rise  over  time  l)ecnuse 
of  imrejisiug  productivity  of  lah«)r  in  general;  the  earnings  of  both 
were  incivased  by  the  same  annual  rate  of  growth,  which  meant  tlie 
differenees  bet  ween  them  Avere  incrc;ise<l. 

Having  estiinatisl  the  futun^  .stivaiu  of  earnings  ami  tlie  co.sts  of 
investing  iniHlucatioiu  Becker  ca leu  1 at ed  tlie  rate  of  ivt urn.  Tlie  re.su It 
would  In'  the  return  to  a college  edneatioii  if  th.^  higher  earnings  weie 
explained  only  hy  tlie  ethical  ion  ami  notliing  v]h\  1‘lie  n'Siilt,  depends 
on  which  assumptions  alnuit  fiitunN  pniductivity  growtli,  tax  rates, 
ami  so  forth  aiv  used,  Iml  Ihvker  reports  I l.Ti  per  ceiu  as  prol>ahly 
t!ie  hingle  estimate  of  the  amiual  return  to  the  iirhan  wliilt* 
male  collegt*  graduates,  and  13  per  cent  far  l!u‘  s:ime  gmup  in  1919.' 

• nf'«Vrr.  U«r>.  tfnwrtn  n»tr»*.iu  nf  r* It,  SVtt  V«trk,  I’mii 

fuUoUjtijr  pnfcN  MitniHfif  )»r*  nf  f'h.neerfc  I \‘  «th!  V *if  Oil*  woffc 

*■  . H*  7*  ^ * Mfr  tiy  lilt*  Ihif  timl  ral»*  of  rrjttrti 

i*  tint  rNt'D)  firlHeio.l  vliliotn  tM<tti(-<  tt;i<  In  Old  ttiitOM  <tinU<  k t«f 

K,.,'  Itid  nerrhdU  !<i  r 11i«*  tjin «1m  tl«i!  ftu  dti  Oiitt  lit  f'VrrV  <if  fhd 

tl.-ulunff*  llfd  Oi«'  f’Uf’rt  lid  virfd  M ft  |*»Tdrtlf  of  Old  ..f 

««.tu«%HOoti  'l  lir  f «niUit*»  ntil  lio!  oM’f  Old  tiff,  liljl  \ ;iOt  > Irom 

>d}ir  >d<ti  It!  ttildlOott  l»i  Old  ijf  tut  for  |«r«wlu<'H\ H » Oir  <mf<*r<’tiU lU 

«r«'  f<i»id't  to  nf'd  ; Oo  > ItK  idflt'd  vijjli  rn,'-**  tmOl  in'.ir  Oo*  rtwi  uf  Oid  wofkttii; 

0,«ti  «1d.'lfM»d  rl  Mt  1llti^  Old  ,1lfffT<tiOnl  l.d  If'M*  Oi^ni  11  ft  of  Oir  Iti 

>.*»>,*  >dHf*  |»U!  »mi»'ll  lorfd  Jh  «iOirf>  '11,1'  lift  ffrortil  U fUi  w\«r.'itf^d  V llf<  l|  '\dlflMfc  Old 
KMiti  tiff*  I I fi«1  lUiOi oi  tom  *'  lii'M  a,f  Oi.'iii  Old  olid*.  Iti  J«!<  t 
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Tliere  remctiiied  tlie  task  of  adjusting  these  rates  for  tlie  contribu- 
tion of  native  ability,  motivation,  and  otlier  cliaracteri sties.  Let  us 
subsume  all  these  under  the  word  ‘‘ability.”  The  typical  college  grad- 
uate has  more  ability  than  the  typical  high  school  graduate,  so  that 
the  14:.5  per  cent  is  more  than  would  be  earned  by  the  average  high 
school  graduate  if  he  went  on  to  college.  The  essential  problem  is  to 
estimate  how  much  more  a person  with  the  ability  to  graduate  from 
college  would  earn  if  he  did  graduate  than  if  he  did  not 

Becker  examined  studies  of  the  earnings  of  men  in  various  samples 
taken  as  part  of  efforts  to  isolate  the  effects  of  college  graduation  from 
the  effects  of  ability.  These  samples  included  one  of  college  grad\iates 
employed  in  the  Bell  Telephone  System;  one  of  about  2,800  men  who 
liad  graduated  from  high  school  15  to  20  years  before,  collected  by 
Wolfle  and  Smith  for  the  Commission  on  tluman  Resources;  one  of 
men  taken  by  the  Survey  Research  Center,  for  whom  information  on 
earnings,  rank  in  school,  and  other  social  characteristics  was  avail- 
able; and  a sample  of  pairs  of  brothers  who  shared  many  charac- 
teristics but  had  different  levels  of  education/  Rank  in  high  school  was 
often  used  to  indicate  the  ability  of  these  persons. 

Fi“om  all  tliose  bits  of  evidence,  Becker  concluded  that  although 
the  average  college  graduate  is  more  able  than  the  average  of  all  high 
school  graduates,  college  education  is  an  extremely  important  element 
ill  transforming  the  ability  into  higher  earning  power.  Men  who  had 
the  ability  to  gradiiiate  from  collpge,  but  did  not  do  so,  earned  little 
more  tlian  the  average  high  school  graduate.  In  groups  of  men  none 
of  whom  graduated  from  college,  differences  in  ability  seemed  to  make 
little  difference  for  earnings,  but  in  groups  in  which  all  graduated 
from  college  earnings  were  associated  with  ability.  The  greater  ability 
of  college  graduates  seemed  to  permit  them  to  benefit  more  from  col- 
lege experience  than  the  average  high  school  graduate  would  have,  but 
the  col  lege  education  was  still  crucial. 

Becker  therefore  concluded  that  if  a man  did  have  the  ability 
to  graduate  from  college,  he  would  have  to  go  to  college  to  earn 
more.  The  college  education  itself  essentially  explained  almost  all 
the  extra  earnings.  For  sneli  men,  he  felt  the  correct  adjustment  for 
ability  would  reduce  the  rate  of  return  hardly  at  all : the  rates  of  1I.5 
per  cent  and  13  per  cent  remained  good  estimates  of  the  returns  to 
education.  Tlio  typical  high  school  graduate,  of  course,  has  less  ability 
to  1)0  transformed  into  earning  power,  and  so  his  ret\irn  from  college 
wotild  be  less  tlian  this;  Becker  estimated  it  as  about  12  per  cent  in 
103fl  and  11  per  cent  in  lOIO. 

'riu‘  (“oncliision  that  the  educational  experience  itself,  rather  tlian 
<)th(*r  factors  like  ability  and  backgromid,  is  the  predominant  oxjilana- 
titm  for  higher  earnings  is  su]>])oi*ted  l>y  a more  recent  analysis  by 
AVeisbrod  and  Ivarpoff/  They  aimly^^cd  a later  sample  of  Boll  System 
om])lovc(‘s,  about  7, ()()()  male  college  graduates  as  of  For  each 

cmjdoyeo,  earnings,  rank  in  college  graduation  (das.s,  and  yeai*s  of 
service  with  t'()m]uiny  were  known,  and  also  a rough  assessment  of 
the  (|iia!ify  of  his  college.  By  intuitive  judgment  of  what  his  rank 

' Sri*  llrck^p,  I'p.  TO  ss  fnr  rltntlon  nntl  aUcuviHlon  of  llio  p|»(ll<*«  lOxowlii'Po  In  Uu* 
ljt*  r.iMirf'  wlirff  \hvhv  ppo»|  iirr  an,ilVf(Ml  luoro  fully. 

* WrUbroil,  U.,  mul  Knr|Mi|  1‘.,  "Monolnpy  UoturiiM  to  CnUi'co  INUw.Ulon.  Studrnt  .UaUty, 
ni)(l  Qurtllly,*'  lirt  inv  nf  Nnvomher  lOUS,  pp.  4PI-7. 
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and  quality  of  college  revealed  about  a graduate’s  ability,  Wei sb rod 
and  Karpoff  concluded  that  only  about  one-fourth  of  the  differences 
in  earnings  between  high  school  and  college  men  are  attributable  to 
differences  in  variables  other  than  education  (non-schooling  var- 
iables). For  example,  the  authors  thought  it  reasonable  to  assume 
that  men  who  graduated  in  the  bottom  third  of  their  classes  from 
average  quality  colleges  have  the  same  level  of  non-schooling  variables 
as  tlie  average  high  school  graduate.  In  the  Bell  sample,  the  earn- 
ings differential  (over  high  school  graduates)  for  such  men  was 
about  75  per  cent  as  large  as  the  earnings  differentials  for  college 
graduates  in  general  in  the  same  occupations.  Standardizing  for 
other  variables  reduces  the  differentials  by  25  per  cent,  therefore, 
leaving  75  per  cent  due  to  educational  differences. 

Alternatively,  one  could  assume  that  men  who  graduated  from  the 
middle  third  of  below  average  colleges  had  ability  equal  to  the  aver- 
age high  school  graduate;  their  earnings  differentials  were  82  per  cent 
as  gi*eat  as  for  college  graduates  in  general.  Or,  if  one  assumes  the  low- 
est third  of  graduates  from  below  average  colleges  is  the  appropriate 
comparison  group,  one  finds  their  earnings  differentials  over  high 
school  graduates  were  69  per  cent  as  large  as  the  differentials  for  all 
college  graduates.  In  view  of  these  fractions,  the  authors  suggest  that 
75  per  cent  is  a I’ea.sonable  estimate  of  the  fraction  of  the  differences  in 
earnings  which  are  due  to  education. 

To  return  to  Becker’s  study,  he  also  estimated  the  rate  of  return  to 
college  drop-outs.  The  results  of  9,5  per  o^nt  and  8 per  cent  for  the 
1939  students  and  the  1919  students,  resjiectively,  are  important  evi- 
dence on  adjustment  for  ability  differences.  This  is  because  drop-outs 
did  not  .seem  to  have  much  higher  I,Q.’s  or  high  .school  ranks  than  high 
’.school  graduates  who  did  not  enter  college.  Therefore,  the  returns  to 
them  are  simply  retunis  to  a paitial  college  education  per  .sc  and  do 
not  need  any  adjustment,  Becker  also  estimated  the  (unadjusted  for 
ability)  rates  of  retui*n  for  non-white  men;  he  found  them  to  be  12.3 
per  cent  and  8.3  per  cent  for  the  1939  and  1949  groups,  respectively*  of 
tv])ical  college  graduates. 

NONrUECUNIAHY  riUVATK  URXEFITS 

Precise  empirical  analysis  must  1x5  confined  to  monctaiy  earnings, 
but  it  is  clear  that  for  many  people  education  pays  off  in  nonpcciiniary 
terms  as  well  as — or  instead  of — pecuniary  terms.  We  know  this  be- 
cause many  people  choose  lifetime  occupation  like  teaching  and  the 
ministry^  which  pay  relatively  little  in  monetary  i-etiinis,bnt  for  which 
they  miLst  get  a great  deal  of  higher  education.  Tho^*c  non-pceimiary 
retnnis  may  be  snbsiniual  under  the  concept  of  earnings. 

AVhile  the  major  emphasis  in  the  economic  literature  on  education 
and  ill  tlii.s  study  i.s  one  the  earn  in  lx?nefits  broadly  defined,  it  is  also 
generally  agreed  there  ai*e  other  benefits,  althoiigll  they  are  hard  to 
niea.snre.  For  one  thing*  there  is  the  coiisniiiptiou  belief  it  while  a tt  end- 
ing college.  A college  e<hication,  in  other  words,  is  not  cntli*ely  an  hi- 
ve.stmeiit  which  sacrifices  the  present  to  the  future.  As  ninny  college 
songs  and  alnmni  reniiioiis  suggest,  it  is  also  sometimes  fun. 

Tlio  relative  size  of  consnniption  l^iiefits  is  of  some  iinportuiice  in 
the  frnnung  of  public  policy  to  suh.sidize  higher  education.  How  im- 
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poitant  they  are  depends  on  the  aims  of  public  policy.  There  may  be 
a question  of  whether  there  are  any  immediate  external  benefits  from 
college  attendance,  amd  in  tliis  troubled  time  many  persons  will 
strongly  argue  there  ai‘e  harmful  external  effects ! Others  regard  the 
present  system  of  protected  dissent  as  an  extremely  desirable  feature. 
The  relative  extent  of  private  consumption  benefits  is  also  impoi^tant. 
A major  task  of  policy  is  to  induce  more  higher  education  than  the 
market  would  otherwise  prnvide.  Private  eaniings  make  many  fami- 
lies willing  to  finance  higher  education  on  their  own,  and  private 
. consumption  benefits  nierdy  increase  this  tendency.  Subsidies  to  such 
families  merely  give  a windfall,  rather  than  being  necessary  to  coax 
them  to  buy  more  higher  education.  This  is  all  the  stronger  point  if 
the  consumption  benefits,  and  thus  the  windfall  gains,  go  largely  to 
higher  income  families,  because  public  opinion  regards  giveaways  to 
the  rich  with  more  than  the  usual  animosity  if  the  giveaways  finance 
consumption  rather  than  investment.  However,  it  is  not  clear  just 
how  much  private  investment  in  education  is  augmented  merely  be- 
cause of  the  consiunption  benefits.  One  suspects  it  is  rather  limited  if 
for  no  other  reason  than  the  enormous  cost  of  the  consumer  goods 
involved. 

Many  people  feel  another  aim  of  higher  education  subsidies  is  per- 
haps more  important  than  tiie  one  of  raising  the  aggregate  real  income 
of  society  hy  incieasing  the  allocation  of  resources  to  education.  They 
feel  that  aid  to  education  is  a particularly  good  way  of  altering  the 
dhtribution  of  income  in  the  long  run,  which  can  be  accomplished 
])y  concentrating  aiding  investment  by  aid  on  lowei‘  income  groups. 
To  these  people  the  existence  of  consumption  benefits  is  of  less  con- 
cern, since  the  aims  of  increasing  the  consumption  of  lower  income 

iduct  of  increasing  the  amount  of  educa- 


part  of  the  consumption  value  is  derived 
from  college  experiences  associated  with  the  educational  j)rocess,  but 
not  an  integral  pa  it  of  it.  Much  of  the  “fun”  comes  from  associating 
with  other  young  people  in  various  activities  outside  the  classroom. 
If  the  public  worries  about  the  danger  of  subsidizing  pure  consump- 
tion, it  can  partially  protect  itself  by  limiting  the  kinds  of  costs  it 
will  defray. 

Another  non-earnings  benefit  which  some  might  claim  is  that  the 
educated  pei*son  “enjoys  life  more.”  ^^Hiat  this  really  moans  is  that 
the  educated  person  enjoys  the  life  of  the  typical  educated  pereon  more 
tlian  a non-eaucated  person  would.  The  statement  that  being  educated 
peimits  one  to  enjoy  life  more  is  empty  of  empirically  verifiable  con- 
tent, since  wo  cannot  measure  enjoyment  voi’y  well.  Casual  empiric  ism 
suggests  that  the  educated  ])crson  certainly  lives  differently,  and  allo- 
cates his  cousninption  expenditures  differently,  but  that  ho  may  not 
really  enjoy  life  any  moro.*^ 


WplRbrod  incIudOR  ns  prlrnto  bonofltR  whnt  be  calls  two  “option  values.*’  The  “flnancia! 
oiitiorC’  referH  to  the  chance  u person  completing  one  level  of  c<iiicatlon  hns  to  purchase  a 
hlfTluT  level,  with  tlic  rewards  the  higher  level  can  hrliip.  Since  eollece  education  Is  neec.s* 
par.v  for  pradiiale  wlacatlon,  coltepe  ftradiiates  possess  this  option.  The  “hedpinp  opthm" 
refers  to  the  e<!iicatcd  person's  ahlllty  to  adjust  to  chanfrlnfr  joh  opportunities.  Welshrod 
arpies  that  avernKo  earninps  do  not  fully  retlert  the  value  of  Hits  hecause  added  slahllity 
and  security  of  earnintts  hiivc  un  Independent  value  to  many  people.  Welshrod,  Krti-rmil 
livnrfUi,  pp.  10-24. 


34 


External  Benefits  of  PIigher  Education 

As  used  here,  the  term  “social  benefits”  encompasses  the  private  bene- 
fits plus  the  “external  benefits”  of  higher  education.  Tlie . external 
benefits  of  higher  education  are  ones  which  increase  the  satisfaction 
of  other  meinbei’S  of  society,  but  for  which,  as  a practical  matter, 
the  educated  person  cannot  be  compensated.  His  education  increases 
the  welfare  of  all  of  society,  but  his  own  income  does  not  reflect  this. 
References  to  such  benefits  of  education  are  common,  but  many  writ- 
ers do  not  feel  that  thej^  can  be  attributed  in  significant  amounts  to 
higher  education,  but  rather  that  they  are  much  more  a function  of 
primary  and  secondary  education. 

For  example,  Friedman,  using  the  term  “neighborhood  effects”  for 
external  benefits,  writes : 

A stable  and  democratic  society  is  imjiossible  without  wide- 
spread acceptance  of  some  common  set  of  values  and  without  a 
minimum  degree  of  ]iterac3'  and  knowledge  on  the  pa  it  of  most 
citizens.  Education  contributes  to  both.  In  consequence,  the  gain 
from  the  education  of  a child  accrues  not  only  to  the  child  or  to 
his  parents  but  to  other  members  of  the  society;  the  education  of 
my  child  contributes  to  other  people^s  welfare  by  promoting  a 
stable  and  democratic  society.  Yet  it  is  not  feasible  to  identify 
the  particular  individuals  (or  families)  benefited  or  the  money 
value  of  the  benefit  and  so  to  charge  for  the  services  rendered. 
There  is  therefore  a signifiant  “neighborhood  effect.” 

Friedman  goes  on  to  say  that  this  refers  primarily  to  primary  and 
secondary  education,  and  that  the  neighborhood  effects  of  higher  edu- 
cation are  not  strong.^  What  external  benefits  higher  education  has 
come  from  its  “training  youngsters  for  citizenship  and  for  com- 
munity leadership  ^ * [but]  the  large  fraction  of  current  expendi- 

ture that  goes  for  strictly  vocational  ti’aining  cannot  be  justified  in 
this  way  * * 

Kavsen  distinguishes  the  vanoiis  “outputs”  of  colleges  and  uni- 
versities, noting  that  what  is  called  higher  education  is  not  a single 
product,  but  a complex  bundle  of  them:  liberal  education,  preprofes- 
sional and  professional  education,  applied  research,  fundainental  re- 
search, and  the  preservation  of  knowledge  and  culture.  Tlic  first  and 
last  of  these  are  tlie  ones  with  external  benefits ; 

Liberal  education  alone,  stripped  of  eleJ^lents  of  specific  pre- 
professional training,  is  both  an  important  individual  consumer 
good  and  a social  good  as  well.  Many  of  the  arguments  that 
justify  public  provision  of  primary  and  secondary  education 
can  easily  be  extended  to  training  in  arts  and  sciences  at  the 
college  level  * * * [in  the  case  of]  basic  scientific  re.soiirch  and 
the  preservation  of  knowledge  and  culture  * * * no  parliciilar 
group  of  users  short  of  society  as  a whole  can  be  said  to  get  the 
benefits  of  these  activities,  and  therefore  society  as  a whole  should 
support  them.'* 


Frlcdmam  M.,  “TUo  Uolo  of  Govorntiu’ut  l«  Kduoatlou."  In  Uoliort  Solo.  pvl..  EfonomiDi 
n«<I  Djo  /MftTPuf,  UiiIvori<lty  Pross.  Now  Itriiiiswlck,  Nrw  .TcrHCv.  lO.'ia, 

PIi.  A ypry  sliulliir  BtiUompnl  In  IiIh  rn/MiaiUfim  and  /Vccdom,  p.  SO. 

’wbid.,  p.  nn.  KoconU.v.  hiiM  cninp  to  dmibt  ovon  more  tImC  hiKlior  cnlurtitlon 

hns  oxtiTiml  honrlltK.  .S<‘p  the  nrtielo  cited  In  elmptor  IV,  note  10. 

>*Ku.VKeH;  CnrI,  "Some  Oeomil  Ohserviitlons  on  the  Prlplnjr  of  lllj;1ipr  K(liic:itlon." 
/fci'Ifia  of  l:conrimlCit  ami  V'ol.  42,  No.  Jt,  Port  2 (Supplement:  .An^^iist  1000), 
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Weisbrod  notes  that  wider  education  appears  to  develop  a greater 
interest  in  political  pai^ticipation,  for  example  in  voting  and  discus- 
sion  of  political  issues  with  an  aim  to  influence  the  votes  of  others.  This 
is  a socially  commendable  result  of  education.  He  also  notes  that  edu- 
cation permits  tlie  saving  of  certain  social  costs;  general  literacy  and 
competence  with  arithmetic  operations  permits,  for  example,  the  sub- 
stantial role  of  checking  accounts  and  taxpayer-prepared  tax  returns, 
wliich  permit  the  saving  of  real  resources.^^  But  again,  it  is  doubtful 
whether  higher  education  adds  much  to  secondary  education  as  far  as 
these  go, 

However,  in  recent  years,  an  external  benefit  u^hicli  has  attracted  a 
great  deal  of  attention  is  the  favorable  effect  of  education  on  economic 
growth,  and  this  effect  does  seem  to  depend  on  college  and  university 
education.  The  key  to  the  argument  is  the  claim  that  the  contributions 
(»f  educated  scientists,  engineers,  managerial  personnel,  etc.,  are  not 
fully  reflected  in  their  monetary  compensation.  As  Rivlin  put  it: 

* * it  is  clear  that  highly  educated  people  may  make  positive 
contributions  to  economic  gro^vth  from  which  society  reaps  much 
of  the  benefits.  They  have  ideas,  do  research,  make  discoveries, 
invent  new  products  and  processes  and  proce<luras.  Usually,  any- 
one can  use  these  basic  ideas  and  discoveries.  It  is  because  their 
originator  may  get  little  or  none  of  the  increase  in  income  whicJi 
they  create  that  not  enough  people  may  be  induced  to  invest  in  the 
expensive  education  which  this  kind  of  creative  activity  re- 
quires * * * Unfoitimately — although  it  is  easy  to  point  to  highly 
educated  people  who  ha\*e  made  important  contributions  to  na- 
tional income  for  which  they  have  received  little  personal  remu- 
nemtion — no  one  has  developed  a method  of  estimating  the  total 
return  that  society  is  getting,  or  might  get,  on  its  investments  in 
higher  education.^'* 

Thus  the  importance  of  higher  education  for  discovery  and  diffusion 
of  new  knowledge  has  been  emphasized  as  a reason  tor  crediting  it 
with  external  benefits.  One  reason  the  benefits  arc  external  to  the  edu- 
cated pooiile  responsible  is  that  scientific  discoveries  of  the  most,  basic 
kind  are  not  pateutnblo,  so  that  private  profit  cannot  be  protected  by 
a legal  patent  monopoly. 

The  discovery  of  new  knowledge  and  its  inipid  diffusion  increase 
the  productivity  of  all  workers  and  capital  in  the  economy,  and  thus 
the  incomes  of  workei-s  and  capitnl-ownei*s.  Even  a worker  who  does 
not.  possess  a college  education  will  find  his  productivity  and  income 
higher  because  some  other  people  do  have  a college  education,  and 
have  u.scd  their  training  to  discover  new  knowledge.  Some  of  the 
knowledge  uece.ssary  for  economic  growth  is  so  complex  it  requires 
training  well  Ix^youd  high  school  for  its  discovery  and  for  its  efficient 
incorporation  into  ])roduction  methods.  It  is  also  possible  that  educa- 
tional atlainment  increases  the  acceptance  of  new  technology  by  lower 
levels  of  manugmeiit. 

That  those  external  benefits  have  been  important  Im.s  been  sug- 
gested by  antlioi*s  of  recent  studies  of  modern  economic  growth  in  ad- 


1' 


” WolHbroil,  I^rtcrnnl  JtcncfltH,  pp.  25-2(>. 

lUvlIn.  .Mice,  The  Role  of  the  Falcrnl  Oovenment  in  Finanvlng  Jlighcr  Education, 
hv  llrookliiKs  Institution,  Washington,  D.C.,  1001,  pp.  135, 137. 


.30 


36 


vanced  countries.^®  The  increases  in  labor  and  capital,  measured  in 
physical  units,  fall  far  short  of  explaining  all  the  growth  in  income. 
What  has  happened  is  that  the  productivity  of  each  physical  unit — 
of  each  labor  hour  and  of  each  machine — ^has  increased  greatly.  Some 
of  the  increased  productivity  is  due  to  increased  education.  Now,  nat- 
urally, not  all  the  increased  pioductivity  is  to  be  considered  an  ex- 
ternal benefit,  for  much  of  it  has  been  reflected  in  higher  earnings  of 
educated  people.  But  even  after  making  allowances  for  the  increased 
earning  power  of  education  in  the  market,  there  appears  to  be  some 
additional  element  of  growth,  explained  by  education  but  not  trace- 
able to  the  education  of  specific  people.  This  element  is  part  of  the 
general  effect  of  the  “advance  of  knowledge,”  to  use  Denison’s  phrase. 
How  big  a part  remains  unknown : 

The  proportion  of  the  economic  gain  from  new  knowledge  that 
tlie  individuals  or  firms  responsible  for  the  advance  can  secure 
varies  greatly.  It  is  far  larger  for  the  sorts  of  loiowledge  that  may 
be  loosely  described  as  patentable  than  for  advances  in  either 
science  or  managerial  tecliiiique.  The  scientists  whose  discoveries 
provided  the  basis  for  modern  technology  and  the  engineer  who 
devised  time  and  motion  studies  generally  benefited,  in  a monetjiry 
way,  only  insofar  as  an  accretion  to  prestige  enabled  them  to  place 
a higher  price  on  their  personal  services  than  could  others  who 
quickly  adopted  their  ideas  * * *,  More  and  better^  education 
would  presumably  contribute  something  to  a more  rapid  advance 
of  knowledge  even  without  diversion  of  additional  resources  to 
research.  In  my  classification  of  the  sources  of  growth,  this  is  a 
byproduct  of  education  that  affects  the  contribution  of  the  advance 
of  knowledge.  How  much  of  growth  allocated  to  the  advance  ox 
knowledge  is  an  indirect  consequence  of  impinving  education 
cannot  be  calculated,  nor  can  the  extent  to  which  it  could  be 
influenced  bv  accelerating  the  improvement  of  education.^® 

Rivlin  has  pointed  out  that  if  the  external  benefits  of  higher  educa- 
tion in  promoting  the  discovery  and  spread  of  new  knowledge  are 
realized  by  the  economy  through  organized  research  by  educated 
people,  the  proper  public  policy  may  be  not  to  subsidize  higher 
education,  but  to  subsidize  research.  Although  scientists  cannot  sell 
the  fruits  of  basic  research  for  high  returns,  they  can  sell  their  re- 
search activity  in  the  market.  If  the  goverimient  subsidized  basic 
research,  the  salaries  paid  to  scientists  would  be  snflicicntly  high 
eventually  to  attract  enough  of  them  to  liecoine  educated  to  the  required 
degree  and  enter  the  field.  These  salaries  would  offer  sufliciont  induce- 
ment, without  direct  support  of  the  education  of  scientists.  However, 
subsidies  to  science  education  might  be  a quicker  way  of  subsidizing 
rcsearclp  if  potential  students  could  more  easily  be  made  aware  of 
the  availability  of  financial  aid  than  they  could  be  made  aware  of 
their  future  salaries  as  scientists.^^  On  the  other  hand  subsidizing  the 

^“Fnr  n Hiirvpy.  kcp  Nelson,  Hlrlinnl : “ApproKiito  Prodnetlon  Fnnettons  ninl  MiMllum- 
llnnKo  Growth  Project  lorn?,”  Vconoinic  kcvWw,  September  11)0-1,  pp.  075-000, 

which  inelmloR  ninny  rcferenccR, 

” Denlfion,  Edwnnl  F.,  The  Soured  of  F4conomic  QT0\cth  in  the  Stalest  Com- 

mittee fo'  Economic  Development,  New  \ork,  1002,  pp.  201,  200.  DeniHon  points  out  thnt 
nil* eh  of  the  UnowledRe  whieh  nuRments  produetlvlty  In  the  United  Stntcs  originates  In 
other  countries.  There  are  thus  iiiternntlonnl  external  benefits  of  education. 

Uivllii,  The  Role  of  the  FcdcruX  Oovcmmcnf,  p.  138. 
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education  of  scientists  as  a substitute  for  subsidizinfr  research  directly 
has  some  dangers.  It  may  tend  to  bias  the  use  of  inputs  in  research,, 
leading  to  the  overuse  of  scientific  labor  and  underuse  of  equip- 
ment and  nonscientific  labor  in  research. 

Space  remains  for  only  a.  few  more  observations  on  external  benefits. 
In  a ^'^ent  article,  Scliultz  made  the  penetrating  observation  that  the 
threv  .nain  functions  of  higlier  education  are  instruction,  research, 
and  discovering  talent}^  Tlie  last  of  these  is  little  talked  about,  al- 
though it  is  complementary  in  production  with  the  other  two  functions 
and  is  traditionally  carried  on  in  tlie  same  institutions  as  they  are. 

It  is  *‘a  process  wliich  provides  students  with  oppoitunities  to  dis- 
cover wliether  tliey  have  the  particular  capabilities  that  are  required 
for  the  type  and  level  of  education  at  which  they  are  working.” 

Til  is  activity  has  important  social  benefits.  In  attempting  instruc- 
tion, group.s  of  faculty  and  students  together  discover  talents,  but  there 
is  no  practical  way  of  compensating  the  students,  especially  the  ones 
which  turned  out  to  liave  no  talent,  for  their  services  in  the  endeavor. 
Subsidies  aretluis  necessary  io  induce  students  to  “try  out”  college  so 
til  at  society  can  uncover  the  talent  of  tlie  ones  who  woiild  not  otherwise 
go  to  college.  It  may  be  that  many  of  the  discovered  students  will  earn 
enough  later  in  life  to  pay  the  full  cost  of  their  education,  and  enough 
that  society  feels  they  shovld  pay  the  full  cost,  but  they  would  not 
have  come  to  that  situation  if  they  had  not  been  induced  to  try  colleae 
in  the  first  place.-®  This  has  implications  for  a subsidy  plan.  Perhaps  the 
freshman  year  should  be  more  hifflily  subsidized  than  later  years.  The 
problem  may  be  viewed  as  one  of  reducing  the  risk  to  prospective  stu- 
dents of  speiiding  money  and  time  at  college,  which  view  suggests  that 
ill  addition  to  any  general  subsidy  extended  the  fees  charged  for  the 
freshiiiaii  year  should  be  retroactively  lowered  for  those  who  fail.  This 
no  doubt  is  paradoxical  to  those  who  feel  higher  education  should  re- 
ward the  intelligent  and  motivated  students  who  succeed.  But  it  is 
consistent  with  tlie  view  1 hat  the  warl'ct  will  reward  those  who  succeed, 
and  that  the  problem  is  to  overcome  the  inhibitions  many  young  per- 
sons have  about  investing  time  and  money  in  discovering  more  about 
liieir  own  abilities.  Society  may  well  gain  more  in  uncovering  hidden 
talent  than  it  loses  in  wasting  resources  on  those  who  had  no  talent  to 
be  uncovered. 

In  the  end  education’s  external  benefits  cannot  Ixi  exactly  calculated, 
neither  the  benefits  of  a “better  society,”  nor  the  economic  benefits  of 
more  rapid  growth.  Some  would  undoubtedly  consider  some  of  the 
actions  of  tyiiical  educated  people  as  imposing  lianiiful  exitemal  effects 
on  other  people.  But  there  seems  to  general  agreement  that  the 
net  external  effects  are  favorable,  so  that  solo  reliance  on  private  deci- 
sions based  on  private  benefits  and  private  costs  will  cause  the  loss 
to  society  of  investment  wliich  is  worthwhile  to  it,  but  not  worthwhile 
to  the  individual.  It  is  clear,  however,  that  a largo  jiart  of  education’s 
benefits  are  private,  and  that  society  can  reasonably  expect  individuals 
to  finance  a significant  part  of  the  costs,  beeause  they  get  a s^gnificant 
pai*t  of  the  returns.  This  is  a reasonable  requirement  oven  Jor  some 

Sohmt*,  Theodore,  “Kesnurces  for  Higher  Education  ; An  EconomIst’B  View,*’  Journal 
of  Political  Pconomy,  May/ June,  lUCS,  pp.  ;i27-47. 
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low-income  families,  who  eould  often  at  least  sacrifice  foregone  earn- 
ings, although  the  exact  fraction  thej  should  contribute  from  their 
own  resources  will  depend  on  income  distribution  goals. 

There  is  one  final  point,  one  of  terminology.  Some  writers  include  in 
external  benefits  something  like  social  justice  or  the  equality  of  op- 
portunity which  is  achieved  by  assisting  the  attainment  of  educa- 
tion by  youngsters  who  are  qualified  but  prevented  by  circumstances 
from  getting  it.  IVhile  equality  of  opportunity  may  be  one  of  the  main 
"oals  of  educational  policy,  I do  not  include  it  as  an  external  benefit. 
I use  the  teirn  “external  benefits”  to  cover  the  productivity  and  wel- 
fare effects  just  discussed,  but  not  to  include  favorable  changes  in 
the  distributjon  of  income.  The  definition  of  external  benefits  is  partly 
a matter  of  taste,  but  I keep  the  two  goals  of  correcting  for  external 
benefits  and  improving  the  distribution  separate,  because  I think  the 
latter  requires  stronger  value  judgments  than  the  former.  The  role  of 
value  judgments  ought  to  be  kept  explicit,  even  though  in  this  case 
they  are  accepted  by  many.  However,  chronic  violation  of  equality  of 
opportunity  may  engender  social  imrest  which  reduces  productivity. 
If  so,  insuring  equality  of  opportunity  will  have  some  external  bene- 
fits even  in  the  sense  I use  the  phrase. 

The  Investment  Decision 

The  fact  that  some  of  the  benefits  are  external  to  them  means  that 
individuals  will  make  less  investment  in  education  than  is  desirable 
for  the  society  as  a whole,  unless  subsidies  are  given.  An  individual 
will  not  make  some  investments  which  for  the  economy  would  more 
than  repay  their  costs,  because  they  do  not  repay  their  costs  for  him. 

The  choices  which  are-  influenced  in  this  way  include  many  differ- 
ent kinds  of  decisions  on  how  much  education  to  buy : to  go  to  college 
or  to  work ; to  finish  college  or  drop  out ; to  go  on  to  graduate  school  or 
to  work;  to  go  full-time  or  pait-time;  .to  go  to  a high  quality  school 
or  a low  quality  school.  For  many  families,  these  decisions  may  be 
seen  as  more  a matter  of  real  choice  when  daughters  rather  than  sons 
are  involved. 

In  this  section  I briefly  outline  how  the  effects  of  external  benefits 
fit  in  the  traditional  investment  theory  of  economics,  and  also  the 
effects  of  income  taxes,  which  have  ratner  unusual  aspects  as  far  as 
investment  in  education  is  concerned.  A more  technical  treatment  of 
the  investment  decision,  using  simple  mathematics  and  some  arith- 
metic examples,  can  be  found  in  the  ^pendix  to  this  chapter.  The 
discussion  hero  ignores  the  inhibiting  effects  of  uncertainty,  which  are 
treated  more  intuitively  in  the  following  section. 

The  family  pondering  an  investment  which  pays  off  only  in  the 
future  v:i\l  discount  the  future  returns  and  then  compare  their  present 
value  with  the  cost  of  the  investment.  If  the  discounted  present  value 
is  greater  than  the  cost,  it  will  decide  to  make  the  investment.  The 
rate  of  interest  it  uses  to  discount  the  future  will  depend  on  its  par- 
ticular circumstances  and  opportunities  and  will  not  be  the  same  as 
for  all  other  families.  The  rate  may  be  an  average  of  several  rates  if 
it  finances  the  cost  in  several  different  ways.  If  it  borrows  money  to 
attend  college,  the  rate  of  interest  on  the  loan  is  relevant.  If  it  sacri- 


« E.g.,  lUvllD,  In  ibid,  PP.  181-133. 
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fices  other  investments  by  cashing  in  securities  or  curtailing  savings, 
the  rate  which  could  be  earned  on  tliem  must  be  weighed  in.  If  it 
must  postpone  consumption  or  housing  investment,  the  proper  discount 
rate  is  the  implicit  rate  of  leturn,  in  terms  of  satisfaction  or  utility, 
which  could  be  earned  by  having  the  sacrificed  goods  sooner  rather 
than  later.  The  fact  that  families  are  willing  to  pay  very  high  rates  of 
interest  on  installment  credit,  often  18  per  cent  or  more,  shows  that  the 
implicit  rate  of  I’etiirn  is  high.  As  a special  case  of  postponed  consump- 
>‘ion,  the  family  may  give  up  leisure  or  the  mother’s  services  in  the 
home;  college  educations  often  are  partially  financed  by  the  mother 
working  for  a few  years,“^  or  the  father  working  longer  and/or 
harder.  And,  of  course,  in  some  casas,  one  member  of  the  family  sacri- 
fices his  own  education  for  another’s. 

The  private  investor  must  base  his  decision  on  private  costs  and 
returns.  Assume  for  the  moment  no  subsidies  are  available  to  reduce 
costs.  Then  externality  of  benefits  makes  the  present  value  of  private 
benefits  lower  than  the  present  value  of  total  benefits.  Some  investment 
which  would  be  worthwhile  in  the  sense  that  the  present  value  of  total 
benefits  exceeds  cost,  is  not  undertaken  because  the  cost  exceeds  the 
present  value  of  private  benefits.  Society  could  restore  incentives  by 
offering  a subsidy  to  reduce  co^t,  for  that  would  reduce  the  cost  below 
the  present  value  of  private  benefits.  And  in  practice,  defrayment  of 
costs  is  the  way  government  proceeds  to  subsidize  education.  In  theory, 
it  is  possible  to  take  another  approach,  of  government’s  augmentating 
the  incomes  of  educated  people  after  they  am  educated,  but  this  is  not 
done.  Much  of  the  external  benefit  of  higher  education  comes  about 
only  if  the  educated  work,  making  it  necessary  to  preserve  incentives 
to  work.  If  using  post-education  payments  eroded  these  incentives,  the 
external  benefits  might  not  be  reaped  by  society  after  all. 

What  additional  complications  does  the  income  tax  introduce?  Like 
external  benefits,  taxes  on  money^  income  reduce  the  private  returns 
to  investment  and  thus  lower  their  present  value.  This  is  true  of  all 
investment,  whether  in  higher  education,  in  securities  or  in  physical 
capital,  assuming  the  tax  is  not  shifted  by  the  investor.  However,  in 
the  case  of  education  it  may  be  that  more  of  the  returns  are  noii- 
pecuniary  and  thus  non-taxable. 

An  education  and  a piece  of  physical  capital  are  like  each  other,  and 
different  from  a security,  in  that  they  depreciate  over  time.  It  is  useful, 
therefore,  to  point  out  some  differences  in  the  ways  our  tax  laws  treat 
education  and  investment  in  physical  capital,  which  we  may  call  “busi- 
ness investment”  for  convenience.  If  the  tax  laws  allow  deductions  for 
depreciation  expense  over  the  life  of  the  asset,  the  effect  of  taxation  is 
less,  but  is  not  eliminated : the  ratio  of  discounted  returns  to  cost  is  still 
less  than  it  would  be  if  there  were  no  tax  on  returns  at  aU  (see  ap- 
pendix). The  tax  on  returns  would  be  completely  neutralized  only  if 
the  total  cost  of  the  asset  was  fully  deductible  from  income  In  the  year 
it  was  bought  (which  would  mean  negative  taxes  for  some  persons, 
since  the  cost  of  an  asset  often  exceeds^  current  income  by  a large 
margin).  Even  then,  it  would  be  neutralized  only  if  the  tax  rates  in 
that  year  were  no  lower  than  the  rates  apjplylng  to  future  incomes, 
which  the  progressivity  of  the  tax  structure  makes  unlikely. 


»For  Information  on  this  and  on  tlio  general  pattern  of  financing  by  families,  see 
Lansing,  John  B„  et  ol.,  IIow  People  Pop  for  College,  Survey  Research  Center,  University 
of  Michigan,  Lansing,  Michigan,  1000,  chapter  Ill-B. 
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What  is  interesting  is  the  differences  in  depreciation  allowances  for 
educational  investment  as  compared  to  business  investment  For  busi- 
ness investment,  tlic  cost  of  the  asset  is  deductible  in  full,  but  only 
gradually  over  the  life  of  the  asset.  For  education,  direct  costs — tuition 
and  extra  living  expenses — are  not  deductible  at  all  if  they  are  paid  for 
general  education,  neither  immediately  nor  eventually  as  depreciation. 
On  the  other  hand,  the  indirect  costs  are  in  a sense  fully  deductible 
immediately.  These  are  the  foregone  earnings,  and  it  is  as  if  they  are 
deductible  because  the  income  tax  is  levied  only  on  actual  earnings,  not 
on  potential  earnings.  The  effect  of  taxation  is  to  reduce  the  foregone 
earnings  to  the  individual,  because  he  considers  only  after-tax  earnings 
as  costs.  So  some  costs  are  treated  less  favorably  tlian  tho  costs  of  busi- 
ness investment,  but  other  costs  are  treated  more  favorably.  Therefore, 
the  present  tax  treatment  does  not  bias  against  higher  education  rela- 
tive to  business  investment  as  much  as  is  often  assumed  and  perhaps 
not  at  all  in  some  cases.“^  If  a person  received  a scholarship  to  defray 
all  direct  costs,  leaving  foregone  earnings  as  his  only  cost,  the  taxation 
of  his  future  eaniings  would  be  neutralized  by  the  exemption  of  fore- 
gone earnings  from  tax,  as  long  as  the  tax  rate  were  to  remain  constant 
over  his  whole  working  life  (see  appendix) . 

Thus,  compared  to,  say,  sales  taxes  or  other  consumption  taxes, 
; income  taxes  bias  individuals  against  both  educational  and  busirie.ss 

investment  relative  to  current  consumption,  but  it  is  not  clear  whether 
it  biases  them  against  educational  investment  more  than  business 
investment.  Iii  addition  to  the  complication  inti’oduced  by  foregone 
earnings,  there  Is  the  added  one  that  the  taxes  on  business  investment 
income  are  probably  more  easily  sliifted  than  the  taxes  on  personal 
i income,  which  would  make  a greater  bias  against  educational  iiivest- 

; meiit  more  likely.  Neither  is  tlie  role  of  external  benefits  clear,  since 

as  we  saw  earlier  business  investment  may  have  important  external 
; benefit.;  too.  The  entire  picture  is  very  clouded. 

Some,  persons,  but  not  gll,  must  pay  higher  tuition  if  they  want  a 
I higher  quality  education.  This  is  important  in  view  of  our  tax  laws, 

I because  tuition  is  not  tax  deductible.  The  present  tax  situation  thus 

i pmsumably  gives  people  less  incentive  to  incur  tuition  costs  than 

j to  incur  the  costs  of  foregone  earnings,  since  the  cost  of  foregone  earn- 

ings are  reduced  by  taxation.  This  means  tiiat  the  present  tax  laws 
! encourage  attendance  at  college  but  not  at  high  quality  ones.  Since 

extra  living  costs  'are  not  deductible  eithcrj  the  laws  also  do  not  en- 
courage ceittiiu  other  kinds  of  college  experiences,  such  as  living  away 
from  home. 

Risk  as  a Li^rrriNO  Fa(;toii  to  Piuvatu  IxvKSTArKxr 

College  education  is  a risky  investment.  Tliere  is  some  rislc  in  getting 
an  adequate  earnings  return  on  a completed  college  education,  Init 
perhaps  oven  more  risk  to  staiting  college  attendanco  in  the  first  place. 
Tlie  latter  risk  includes  both  the  former  risk  and  the  additional  risk 
I of  spending  some  preliminary  time  in  college  without  being  able  to 

: complete  college  due  to  financial  or  other  reasons, 

i PoliciovS  to  reduce  the  barriprs  to  investment  raised  by  unceitainty 

j have  been  widely  discussed  in  recent  years,  A prominent  feature  of 

• tho  discussion  has  been  recognition  that  government  ha.s  a respon- 

} “ This  point  is  discussed  by  Gary  BocKer  in  lluinnn  Capita} ^ p.  140. 
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nlinli  :it'f‘  c\ «‘nl  ti:ill\  (*;i|cl  ofl  f'o\rt'>  liic*  l*i';^JSf's  on  l!jo:;»f  Axlm  lt  .il’f  tnil, 
t'hf‘  IftK^f't'  rTi*)U;,»h  I0  <'u\<r  :ilid  <*tt  t3*f  ^\1io1c*  |*oi,! 

fil  1o;iin,  'J  Ilf  lr‘M(lft  tinnf  l*f  :i1*lf»  to  pti’dif*!  fifi  iir:itr1>  llif  fnirtton  *if 
lo:i  tn  \\  1 1 1<  L will  » ?,otjt  ; ;ili  v|  *f  ric*iit  c‘il  Ir  tide  t < ;iti  do  < ! m 1 *\  to;*  1> . 1 1^‘ 
31  tmtn1*fr  cd  ^*.^n?^  llif  JuNTuml  ior  rMfii  :M*r  ttn^r 

J*fl|dfti1  of  rnrli  ffllifr. 

It  iii'  1i.it’*lrt  for  tlif  1»f»n’cm<'t,  Hf  ( lisr’filv  |hk>1  * m nmin 

filfr<^T^nt  iojirtl  si  Jll?;;  Irndrr  |>r<*t<v  t f*i,  llif 

liomttvcr  himwc^lf  !«♦(<  %\  iih  t)if»  and  jifr^onal 

rnc^4it  of  failnrc*  to  rvpay.  AjuI  tho  tinyf^i  in  U>o  lc*n«!or 

liimt^rlf  nattualU  mist*  tlu^  3nl^'^v^^  c«»>l  t«»  tho  tMUT<i\\c*r. 

|’itrihf^nn»ir«*.  ?t  tlirtunli  to  Ikirrvnv  to  o<nrr  t3u'  indinvt  «xr  ^ot^o 
fnitit*  «if  cMliKatn»n,  at  llto  wty  f of  iti 

ton^vt  ftn  ffOiMimjilifUt  ^xhirh  nnt^i  Ih»  Tvpaifl  in  n 

of  tinn*.  n^0n^Jc  <if  not,  Vi^awt^riUii  for\‘^j:tu)ot^rninir^tJn^?v(ort*  t>v*t>; 
Jn  a\il\'  oil  i]u*  Mtuirni  and  his  family,  Soluo  ](n\»‘r  ln‘*o‘n<»  faimli*'' 
ma\  h«*  ahle*  to  sarrifmo  tho  Vfmoff  itorsonV  xnmiinfrs  «ml\  if  tlu*y  *':ui 
ctituii  cm  his  hi;*hc*r  inromc*  later.  l.\\c-n  nhere  iu*  has  no  exiilieif  otilj. 


^]r' 
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In  rvjiny  nn<lon1>tf'fUy  f<*i  K f]io  l»nrfl<’Ti 

<)f  ‘■l^nvir)^*  |).ii<l  off  in  M-n  -o  or  oilK*r. 

muM  Tn;4*<’  Min^o  yonn^r  fnviplf*  ;il»ou<  in<  nr- 

riric  it. 

I }h'  ]nil»1)''  >>4vior,  p«nn)i  ( o Dioro  tluui  '-nl>-i- 

id  Mn<l<’t t :.lciiitr  (*<lnr:ition.  would  Imj 

Tuird<‘d  foT'tn;mv  f/miilw*^  (ocn  if  i)itM*'t  nr?)'^  to  otiufMi jon  won’ f'-i’ririin. 

u>jn<*  of  tlio  jvton)'-  to  :iT’<*  o\l<‘TTi'^l  totljo  tdo  d. 

tlii*-.  l\it)d  ^*f  i*.  do‘.ir;tM<*  n»  frdui’O  tlu*  .oldi' 

t JMTinl  iidnVfit  irto  Inf  lor  of  T1>o  ivo  l»iixK'  of  |ml)br  :uhoti  in:»v 

Ik*  In  oxl<*n<llo;r  miJjh*  id<*idi<-'  :iiid  :i]m»  itv  oroiL^ 

f.Hioliov  loninotVo*  •/< uttrmi-Ufj  pufft’rfU  of  tlo*y  finnTiro 

oni  of  ilinr  o«ji  n-M*unvrv,  OM-nm  n*duriiio  <lu*  pov'^i. 

Itdifvthrit  fr^?l  wtl]  lo‘;c  tluor oWTj  rr'>.onr<'‘r*^ : Milr-oly  nu’njn 

1 1,1  fOjf  n^ljt  MiTOt*  r‘ov.1  V own  f<*r  lloj'Ji’  V,  !;<► ‘•t?rr<y^d. 

lli.w  do  \\r  drU'niimc*  ^^]u‘^}t{r  iinujMnfv  j'-;  .irtu.ilK  - avihlt-'  \« 

• fiTof*  vif'o  ly  <At<  tM’!o<!  ^nlmd  att<3  tliOi  « 

:in  '•<' iff  7i tf*.  Till*  will  induro  *-;oniO  lirw  rdiKMtionil 

in^ nt  wlrh'1)  wr?nld  !iol  o!1^fr\^lw*  ]«*rn  jn'»d<*  {iLrit  i*.  wlnrji 

•ulo(du*y  nifjtu*  wfKsld  T}o1  itulu  <*1  SoriK’  of  llio  JOMv  in;  <r*'t<»n'  will 
oif,<’fM*d.  splint*  will  fill.  Tln^  ro**ts  of  tlx*  iiminn'"**  srlii  Jix*  nr<*  tlif 
<iTi  odin  ril  iti;»  v.l«i  f:nl  tlx*y  iv<*  inioUTi!  ]»y 

r<fmnv  f.i)J  Ik-1  on  r<nlv.  ni  i1m*  310*  -1|V*  :ill  l)i<’  TvtilMn 

fit  1 jtfi,  vijrv*f"»>!|nl.  A*-*  lotifT*  tljf’  ruv  1*‘i»  • T'otoni**,  tin* 

frvt'lK’ttir*  IK  wfuiliwhilc*.  *ri>n  will  1«*  Ox*  mu*  if  lh<»  fciihan* 
joni  or  tljf’  lY-lnniK  i4»  llio  ►Tirr<-v>{n|  .in*  ])i;»ln  3’b<*  rntfnnw'iil  for  ;»tj 
onur.in<‘<*  lx  3n<*  nnnt  th«v1  «/n  f]j<*  i^M»tn|Xjon  tint  in  <1u*  j.rr<*np  nhu  b 
rr^jMnul-'  if.  iu:tny  of  tbo*f‘  wbo  wnrvr<y1  tf»  :t  ‘jt-mf  iwnilij 

not  liid  fnoii«r]j  fontidfinM'  in  lln>nn><-lM*»;  1o  H)\r  1 witlioiiJ 

HO  nr.mr-t*, 

A\’lulf*  J tb<  f*’^f  fin*  ifiMir;ni'i*  ]»],in  *-bot]ld  if  nnni  1»«* 

iioloti  till!  tlir  b.ilrinrr  <»{  tlix  ]d:in  Jn:i\  K'  dt'lrnniiwd  **ti 

<|uifo  difTf*n*n!  ^rn^mnN.  A |ibin  wliirb  jv  *^^riil]y  \\<ttili\\hil<’  in:»y  in 

f t.  f Ik*  roll  ,tl  ,1  I<o>,  if  tlx’  Mirv<*wvfnl  jtxrums  it<‘  not  inub 

to  In  ;tr  tlx*  f-o^iv  of  t)x)u*  n)x>  fill.  It  Would  nnd»r  u»nu*  u 
t<«  tbrit  Ku<  r<‘v>ful  pMt1  i»n}tinf  r<n  (T  tlx*  ^'o’*t^.  :Un1  \\<nn<l 

Ik  |M*rff'<tly  b t]>py  to  do  ut.  ju^t  flu  y r))ui*rfii]]y  piv  for  tin*  jmur 
:\un\  Uuf  thi^  tn^f  n<’0(‘v>.iry  for  n ‘>vlirnw*  l<;  In-  n oimxI 

oi  ivoiDtitWiVi: 

thr*  tufntw  of  im<’*lnit*iii  in  litinnin  oipifnl*  it  t-lionld  not  !h 
'*u  'pri'*in^  i<*  lin<l  nitluT  (•ovi'v  in<"1ti<linj^  and  in>nrnn"o. 

of  IxirtHwin,};  to  fmuUfVro'di'p'  odm  ation  in  (hn  :d»soniv  tff  ;rovvrmiu*ti! 
in-nrancv»  and  MilKidiov.  At  ihiw  is  trm*  wlicn  tin*  '*fnn*  animal 
rail'**  of  inii*rt^>!  is  ronsidinaal.  ('rin*  trim  rain  would  4<pnd  fin*  sfafi  d 
rafo  if  tin*  stall’d  nto  won*  rJiar^ri'il  only  tin  (ho  ontstafidin^  halaina*. ) 
I'ln*  tram  rate*  is  <if(on  inuoh  lufrhiT  flian  (ho  sfniod  rain*  a faof  now 
wrll-hnown  from  disonsKions  of  “(rntli  in  londinff.*’  In  tin*  nhsoinv  t»f 
a ptihlio  jTuarantfH*  systorn.  most  cotninoroial  loiulin^  plans  huvo  iv* 
t|nirt*d  rvp.aymords  (o  )>o^n  imrnodintoly  a ft  or  nwivinjr  tlu*  hmiu  and 


■;  t’.r. 
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inoyt  :i  IJ-yeur  irpayim-nJ  |>oriiHl  (whirh  iiirans  the  loan  inii>t 

Im*  wliolly  repaid  hv  two  yeai'S  after  eollepi  is  riMiipletod)."*  In  addi- 
tion, not  all  the  principal  i(M*lf  isadvaiUMnl  ri^llt  away,  hut  rather  in 
yemestor  inytallnnaits.  Since  both  ad>anees  aiul  ivpayinents  are  in 
installments,  tlie  actual  halance  outstiimlin^  at  any  one  lime  is  ipiite 
low. 

A survey  M*vi*nil  years  ap>,  before  e.xiiamleil  Federal  etforts  in  in^nr* 
intr  loans,  of  a mmitK*rof  commercial  loan  plans  for  financing  collejri* 
(Hliicalion  revealed  that  true  annual  rales  of  10-20  jH*nent  wcnt».  com- 
mon, and  KMue  actually  had  much  hi|rhor  true  rates.- ^ One  well-known 
phin  olb'nnl  hums  of  $r»(K)  per  s**mesler  for  four  V(‘ars,  or  a total  of 
to  l»e  n‘p;iid  in  72  monthly  installments  of  each.  The  plan 
incimhyi  insuraiu'^Mm  the  lK>m»wer  to  provide  funds  for  completion  of 
study  bv  IIm»  student  in  c:im»  the  iKjrrower  di(*<l  or  lH*<’aiiu^  totally  tlis- 
abh  d.  The  lotal  amount  n'payable  was  thus  $'t>21.12,  or  $S21.12  over 
the  total  principal.  'Ihis  appears  a nit  her  small  cliarp»  for  a si.x-year 
loan  of  hut  the  true  annual  rale  was  actually  over  15  percent.^ 

Anolljer  plan  jmn  ided  for  00- month  n^pnynjenf  of  the  .$1,0tK)  phis  a 
s<»rvice  charp*  (including;  inten'.'-i  and  in.suraiico)  of  workin^roui 
to  a true  annual  nile  of  ahoiit  2.'J  pen-ent : still  another  had  10<inonth 
repayment  and  a service  charp*  of  $2lo,  pvin;r  a true  annual  nite  of 
alwml  no  percent.^' 

These  annual  rate.s  include  in.sunince  premiums  and  so  aiv  not  true 
rates  of  inleivst  alone.  Furthennore,  lendei-s  must  cover  investipuion 
and  account injr  co.sts  as  well  os  tirolib  They  are  not  nocc.sscirily  ciiso.s 
of  usurious  loans,  but  they  do  .‘•how  that  ilie  <ost.s  of  non-subsidiml 
lK>m>winji  can  beapreat  burden  for  low-income  familio.s. 

Tkciinicai.  Arrr.NiMx:  Tiik  Invkstmknt  Decision,  Extkunai. 

Hknkkit.s,  anu  Taxes 

First,  we  have  the  rule  h^r  deloniiininp  the  present  value  a 
stream  of  annua!  benelils  received  over  v years  in  the  fulure»  <lis- 
coimlcd  at  a rale  nf  interest  I: 


I'nsent  vuhie”!*^ 


(i+O 


-f  • • . -f 


(l  + i)" 


//•  is  the  lK'iii‘lil  r<^*eived  / years  from  now.  eah  ulated  Indore  de- 
dmiiup  ileprei  ialion  on  the  capital  asset  which  pr<iduies  flu*  luMielits. 


•*  r.S.  oniri*  «if  IvOitriiMun.  liuiTUtvInu  fur  ('oltruc:  A ihiitfe  for  stutfrnt  rtitf/  t*unntx. 
V.S.  Cn>\rTn)M»*n\  Vr\rkUi^u  oa\rv.  Wu’-Wnu^oh.  UW».  jxiiiHim. 

^Tnio  ntiniml  riilrH  wt-n*  ctilciiIntM  f«ir  mnn.v  (lUTorotit  pintiK  In  n study  qnuiiNl  hi  t'.s. 
CiUJCM'sH,  ConiiiiniiM-  on  I.oIs)r  aiol  Piiljllr  Wrlfnr<*.  IlyarliiKS.  Col/ryc-  t^tudent  Aid 

I.rfjiMlatiun,  Tart  1.  ss  ('oiitJ..  ~tul  sown..  X nltoil  .Stntos  f iiiviTiimont  rrintln;;  O/Uro.  IfUM. 
|ii).  Mc:u.  .Uihou(.*li  ihtrrost  ratrM  wi-n*  not  cnlnitntod.  total  loan  I'ostH  for  sonic  plans  an? 
al'^o  *iootti1  111  r.S.  Ofliro  of  Kdiiratliiii.  /torroirlai;  for  Co//rf;r. 

^ I .R.  i*oni:ryss,  CoIIr'7r  tSfinlraf  .4ftl  f,rffi»latlon,  p.  KU.  Why  tlu»  true  rate  can  lie  so 
hli;h  ran  !*<•  hrttrr  appmlntrd  hy  rjilculutlnK  tho  net  uutHtnndlni;  baliiiicrs.  or  nimiiiiits 
artnnlly  nvallnldr  to  thr  lrt>rrowrr.  at  various  times  under  such  plans.  As  an  example, 
nsstinie  a ohm  under  which  $r>oo  Is  advanced  each  six  months  iM^f-lnnlni;  duly  1.  ipcn. 
and  monthly  renaymeuts  of  he^un  on  Juh*  :tl.  10(10.  At  no  time  dnrlim*  tho  first  s-  k 

montliH  would  tnc  ontstainllnft  bahinco  excee<i  $.'•00.  and  hr  Deceinbep  31.  It  Is  only  ^OS.Lv. 
On  .laniinry  1.  1070  It  Junips  to  $308.24.  then  falls  steadily  nirnln  to  $100.48  on '.Tune  :i0. 
1070.  Tlie  ninxlmnm  halance.  In  fact.  Is  $1187.08.  (in  January  1.  1073  : by  then  $4,000  has 
ioMMi  ad  va  need  atrl  $2812.02  repaid  i42  Inst  ailments  nt  $00.00  isich).  The  net  bnlunce  then 
deellnes  eontlmmlly.  renehliiR  y.ero  on  June  30,  1074. 
thhi. 
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'Hie  invwlor  compnres  this  present  vtiluc  to  the  cost  of  iu\  asset. 
If  — — tliHt  the  aiuuml  benefits  arc  coitstniit, 

llic  formula  happens  to  l)c  a simpler  one: 


‘--1 

II  (1  + 0'J 


1'liis  cjtse  of  ron‘'tant  annual  returns  is  the  one  dealt  with  here,  al- 
thou*:h  the  returns  to  ediirati<ui  are  m»t  really  constant  in  this  way. 
Sjune  conclusions  are  m»t  afTected  by  this  simplification.  Financial 
experts  will  re<*oj;ni/.e  this  formula  as  the  one  for  the  present  value 
of  an  annuitv  of  li  per  year  for  n years.  As  n pets  hinder  and  larger, 
the  term  in  brackets  be^-ouK^s  closer  and  <*loser  to  I,  and  closer  to 
B n which  is  the  pre>ent  value  <if  a perpetuity. 

To  >impHfy  tin*  notation.  <leline  the  term  A: 


Mhen, 


I 


V^AB 


bet  Bt  l>e  the  annual  benefits  to  society  as  a whole,  what  I have 
called  the  social  benefits.  Assume  that  some  fraction,  r,  of  them  is 
external  to  the  imli\*i<lual.  1dien  the  private  benefits  are: 

Bp  is  the  increase  in  income  the  educated  person  can  expect  from 
investing  in  bis  education,  'flieii  the  present  value  of  these  private 
lienefits,  \\.  will  be  only  100(1 —r)  per  cent  of  V’,,  the  present  value 
t be  social  benefits: 

Vp^Ai^-e)B, 

This  relationship  wouh!  also  hold  if  the  /i’s  were  not  constant  from 
year  to  year,  'fhe  effect  of  external  benefits  is  thus  to  rerince  the 
private  present  value  by  the  fraction  c,  compared  to  social  pre.seiit 
value.  If  r~.2,  for  example,  an  educational  invastment  may  have 
SI. 10  of  social  present  value  per  dollar  of  cost,  and  thus  be  clearly 
worthwhile,  luit  will  have  only  SS  cents  private  value  iier  dollar  of 
cost,  and  therefore  not  be  worthwhile  to  tlio  individual.  Fhe  bias  can 
be  eliminated  bv  ofTerinjr  the  ])i*o.speclive  investor  n subsidy,  e(pml  to 
lOOr  per  cent  of  the  costs  incurred.  If  total  costs  are  6\,  ])nvatc  costs 
are  then  lowered  t(» 

C-V=(l-c)C 

and  the  private  j)resent  value  per  dollar  of  costs  is  the  same  as  if  there 
were  no  external  benefits: 


r,  {\-e)W_V. 

C~{I-e)C\  (\ 
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Any  invcstniont  wortliwliilc  in  the  social  sense  will  then  be  worthwhile 
in  the  private  sense. 

'riiis  lias  ignored  lax  efTects.  Assume  the  potential  student  estimates 
his  future  income  tax  rate  to  be  the  fraction  r and  that  it.  <loes  not  vary 
with  im*oiue,  and  that  there  is  nos\d>sidy.  Under  jiresenl  U.S.  practice, 
‘Mejireciation”  of  education  is  not  a ileductihle  exjiense,  so  (hat  the 
future  [irivate  after-tax  benefits  will  be  simply  per  year,  and 

their  present  value  will  be 


This  assumes  all  of  is  taxed,  which  assumes  it  is  made  up  wholly  of 
extra  earnintrs.  If  part  of  is  noii-pecuniary  income,  the  efTect  of 
taxes  would  be  less. 

Therehtre,  when  lanh  external  benefits  and  (axathui  are  iiresent. 
private  present  value  will  be  100  per  cenl  below  social 

ralue.  However,  taxation  affects  private  co>7.s-  ns  well.  The  fore^rono 
carniiip;s  part  of  cost,  or  the  iiulirccl  cost,  is  not  ta.xo<l,  since  only 
actual  earninp:s  are  taxed,  and  not  notentiid  earninjrs.  For  each  <lollar 
of  foropone  earninps,  ordy  (I-/)  <iollars  is  actually  lost  to  the  in- 
dividual, since  if  he  had  worked  that  is  all  he  would  have  ha<l  anyway. 
The  social  cost  is  the  full  dollar,  of  conise,  so  private  costs  are  less 
than  social  costs.  If  /^’ is  foropone  earninps  before  tax,  and  D is  direct 
costs,  then  social  cost  is 

(\^F+I) 


and  |)rivate  cost  is 


If  F^  fC\,  where  f is  the  fraction  of  total  co.st  which  is  indirect, 
taxation  reduces  the  private  cost  by  the  fraction  tj\ 


This  re<lnction  in  cost  helps  offset  the  bias  caused  by  the  re<luctu>ii  in 
present  value,  but  does  not  offset  it  completely  if  there  arc  any  <iirect 
costs.  The  fractional  reduction  in  prasent  value,  (e^-t^et),  is  always 
preater  tlinn  in  cost,  (/,  as  lonp  as  the  fractious  e,  f,  and  / are  preater 
than  zero  and  less  than  one.  If  c=.2,  .2,  and/=:.75,  for  example^ 

private  costs  are  15  per  cent  below  social  costs,  but  private  bone  (its 
arc  36  per  cent  below  social  benefits:  20  per  cent  due  to  external  bene- 
fits ami  another  16  per  cent  due  to  ta.xation.  The  imlividuars  after-ta.x 
value  per  dollar  of  costs  is: 

U',  {i-Oil-e) 

CM -if) 


The  ratio  U%/6"p  is  alw  ays  less  than  » .f  n 

The  effects  of  income  taxation  woidd  be  completely  neutral  if  all 
private  costs  w^ero  foregone  earnings  and  there  w^ere  no  direct  costs. 
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For  (lien/=  1,  and  the  last  result  won  i lie : 


1-t 


(1-c) 


with  liie  tax  having  no  influence. 

it  has  been  proposed  that  direct  costs  be  deductible  from  income, 
for  tax  purposes,  over  the  life  of  the  education.  This  would  permit 
depreciation  expen.se  to  be  deducted  froju  taxable  income,  as  it  can 
be  h>r  physical  capital.  Thi.s  would  leave  niichanged  sociid  costs, 
social  value,  and  private  costs,  but  would  increase  private  benefit  by 
the  tax  reduction  gained  by  deducting  depreciation  from  income. 
Assuming  .straight-line  dejireciation,  the  annual  deduction  is  7J/n, 
and  we  have: 


Obviously,  F"-  exceeds  V'j,  by  an  amount  equal  to  AtDIUj  showing 
that  dciinctibifity  of  depreciation  restores  some  of  the  private  value 
lost  through  taxation.  But  V'%  cannot  rise  by  enough  to  make  V**JC'p 
as  large  as  VpICp^  the  ratio  achieved  with  no  taxation  at  all.  If  n and 
i are  large,  in  fact,  F'%  will  be  very  little  bigger  than  F%,  because  so 
many  of  the  deductions  come  far  in  the  future  and  have  a low  present 
value. 

If  the  income  tax  is  jirogressive,  and  if  the  investor  expects  future 
income  to  be  higher  than  his  opportunity  earnings  are  now  (partly 
because  of  the  education),  the  tax  rate  relevant  to  the  i?p's  will  bo 
higher  than  the  one  relevant  to  F.  This  will  reduce  the  ratio  of  value 
to  cost  even  more  than  proportional  taxation  does. 

As  a convenient  summary,  here  are  the  ratios  of  value  per  dollar 
of  cost  which  have  been  discussed,  in  descending  order  of  size  rather 
than  order  of  presentation.  All  ratios  apply  to  a particular  example, 
ill  which  5, =$1,000;  c=.2;  t=,2]  F=$3,500;  D=$l,500;  n=40;  and 
t=.0G. 


Examjilo  1. 


3.009,  the  ratio  with  no  cxtemil  benefits 
C,  $o,000  taxes,  equal  to  social  value 

per  dollar  of  social  cost. 


\r  007 

Example  2.  a ratio,  20  per  cent  lower,  that  is 

Op  $o,UUU  private  ratio  of  value  per  dol- 

lar of  cost  if  there  are  external 
benefits  but  no  income  taxation. 


® Goode,  Richard,  The  /ndlvidwal  Income  Tax,  The  Brookings  Institution,  Washington, 
D.C.,  30C4,  pp.  82-93. 


the  ratio  of  private  value  per  dol- 
lar of  private  cost,  if  there  are  l)otli 
external  benefits  and  income  taxers, 
but  direct  costs  are  deductil)le 
from  income  as  straight-line  de- 
preciation over  the  40  yenis. 


Example  4 


T^%^$9,63Q 

6’%“$4,300 


=2.240,  the  same  ratio  as  the  last  one,  Imt 


with  no  present  or  future  deduc- 
tions for  direct  costs. 


ANOTHEK  APPROACH 


Instead  of  exaniiniiig  present  values,  one  cancalcnlate  the ‘Mnternal 
rate  of  return”  of  an  investment.  The  internal  rate,  r,  Ls  the  interest 
rate,  which  when  used  to  discount  the  future  benefits,  makes  the 
present  value  of  benefits  equal  to  the  cost.  Wliile  the  previous  approach 
computed  present  values  at  some  given  interest  rate,  the  internal  rate 
calculation  produces  an  interest  rate  of  its  own,  the  one  at  which  tlie 
investment  would  be  ju.st  barely  worthwhile.  The  r is  the  value  whirli 
solves  the  equation: 


Here,  Aj.  is  used  to  emphasize  that  the  present  value  factor  depends 
on  what  r solves  the  equation,  and  varies  from  case  to  case,  unlike  the 
previous  ^1.  As  n increases,  r tends  toward  BIC\  the  internal  rate  for 
a per])etuity  of  B per  year. 

A proportional  reduction  in  B very  nearly  reduces  r by  the  same 
proportion,  altliough  not  exactly.  For  long  investments  {n  large)  that 
yield  high  internal  rates,  proportional  reduction  in  r is  a very  good 
approximation.  The  interiud  rates,  rounded  to  nearest  .1  per  cent,  are 
as  follows  for  the  four  numerical  examples  just  used,  with  subscripts 
the  same  as  there: 

E.xample  1.  r,=  19.9  per  cent,  since  5,000=  (100) jog) 

E.xample  2.  rp=15.9  per  cent,  since  5,000=  (800)  (A. 159) 

Example  3.  r'%=15.0  per  cent,  since  4,300=  (647.50) (A.uo) 
E.xample  4.  r'p=14.8  per  cent,  since  4,300= (640)  (A.^g) 

III.  EDUCATIOjS^AL  CAPITAL  AND  THE  DISTKII3UTEON 

OF  INCOME 

Just  as  recent  studies  have  highlighted  the  importance  of  educa- 
tional capital  for  the  growth  of  the  national  economy,  other  resoarcli- 
ers’  results  have  sho\yn  how  important  the  possession  of  educatioiual 
capital  is  in  determining  personal  income.  This  is  not  surprising.  De- 
spite the  considerable  “exteriiar^  benefits  of  education,  a large  part  of 
the  total  social  return  does  show  up  as  increased  earnings  of  educated 
people,  so  tlie  distribution  of  income  will  paitly  reflect  tlie  distribution 
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of  oducatioiuil  capital.  An  individual  slionld  repird  educational  capital 
as  inherentlj^  as  good  a candidate  foi-  investment  as  tangible  physical 
capital  or  as  securities  i*epi*esenting  ownership  of  physical  capital. 

In  the  analysis  of  gi'owtli  it  is  emphasized  that  educational  capital 
is  only  one  kind  of  “human  caj)ital,’'  and  this  ])()int  must  he  made  in 
discussing  income  distribution  as  well.  The  (‘ai*ning  power  of  a piu’son 
dejJends  not  just  on  his  education,  but  on  his  iiilelligence,  motivation, 
physical  strength,  health,  etc.  While  these  all  have  some  independent 
elfect,  they  also  interact  with  education  in  the  creation  of  earning 
jmwer,  because  people  with  a generous  supply  of  them  can  benefit  more 
from  education.  It  should  also  be  mentioned  again  that  the  income 
earned  is  not  all  monetni’y  income:  leisure  and  psychic  income  are 
other  ways  in  which  an  educated  person  can  renj)  tlie  returns  from  his 
capital. 

Tjif.  Distiubutiox  of  Educatioxat  Capital  ix  tiik  Porrr.ATiox 

The  distribution  of  educational  capital  can  fii’st  be  surveyed  with 
Census  data  on  the  educational  attainment  of  the  ])0])ulation,  as  meas- 
ured by  years  of  school  co7ti])1etc(L  As  shown  a bit  laler,  years  has 
shortcomings  as  a unit,  but  it  provides  a start. 

Chart  3-1  shows  the  distribution  as  of  ^farch  lOOS.  These  data  are 
based  on  one  of  the  Census  Bureau's  Current  Populatioii  Surveys  cov- 
ering about  50,000  households.  The  general  shape,  of  tlie  distrilnition 
agi*ees  with  the  cori*esponding  results  from  tlie  lOGO  Census,  in  which 
information  was  collected  from  a 25  percent  samjde  of  the  population.' 
Of  course,  in  lOGO  the  distribution  was  somewhat  to  the  left  of  (he 
current  one. 

(yliait  3-1  shows  the  distribution  for  ])ersons  aged  25  or  moi*e  and 
also  for  those  aged  25  to  20.  The  latter  distribution  is  more  i*e levant 
to  current  issues  because  it  moiv.  closely  reflects  contem])orai‘y  educa- 
tional aspirations.  The  difference  between  the  two  distributions  does 
show  the  significant  changes  over  the  last  several  generations.  In  fact, 
even  the  cohort  age<l  25-29  is  too  old  to  reflect  the  i*a]^id  changes  in 
college  attendance.  The  20-24  age  giouj)  better  reflects  the  trend  to  at 
least  starting  a college  education,  althougli  it  is  too  young  to  show 
accurately  tlie  trends  in  finishing  college  and  doing  graduate  woi'lc. 
However,  the  Vietnam  War  has  some  impact  on  the  .statistics.  Tlie 
Census  survey  data  do  not  include  single  men  living  on  military  posts. 
Tliora  were  many  siicli  men  in  Marcli  19G8,  and  also  serving  abixiad. 
Duo  to  college  deferments,  the  men  in  militar}’’  service  jirobably  con- 
tained a smaller  fraction  of  people  who  had  started  college  tlian  the 
po])iilation  as  a whole  of  the  same  age.  In  tlic  groiij)  aged  20-24  who 
were  included  in  the  survey,  Iherefore,  the  proportion  wdio  liad  started 
college  was  larger  than  in  tlie  wliole  population,  so  that  the  data  for 
them  overestimate  the  trend  in  starting  college.  However,  witli  that 
warning,  licro  arc  the  percentages  of  various  age  groups  wliich  liad 
completed  one  year  of  college  or  more  by  March  1008 : 20.1  per  cent  of 

^U.S.  Bureau  of  the  Census,  C7.<Sf.  Cc«a«a  of  Population:  1Q60,  Vol.  I,  Charaoi critics  of 
the  Population,  Part  I,  Vnxtcd  States  Summary,  U.S.  Government  Printing  Office,  Wash* 
ington,  1904,  pp.  1^207, 1-409-420. 
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Chart  3-1 

DISTRIBUTION  OF  POPULATION  BY  EDUCATIONAL  ATTAINMENT, 

March  1968 


— — — Aged  25  or  older 


Percent  of  Population 


Aged  25-29 


Source:  U.S.  Bureau  of  the  Census,  Current  Population  Reports,  Series  P-20, 
No.  182,  Educational  Attainment;  March  1968,  USGPO,  Washington, 
April  28, 1969,  p.  9. 


those  aged  25  or  more;  28.5  per  cent  for  ages  25-29;  36.3  per  cent  for 
ages  20-24  (33.3  per  cent  for  ages  22-24, 40.0  per  cent  for  ages  20-21) 
The  last  figure  is  presumably  tlie  one  which  is  high  partly  because  the 


® Calculated  from  data  In  tbe  source  for  Chart  3-1. 
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survey  exchulcd  many  sorvicomeu  not  in  college,  and  not  just  because 
the  attainment  rate  in  the  whole  population  rose  so  rapidly. 

Educational  attainment  lefiects  otlier  characteristics  besides  age, 
of  course.  It  is  well-known  that  children  in  a well-educated,  high- 
income  family  are  more  likely  to  attend  college  than  other  children, 
with  the  fathers  own  educational  attainment  having  some  ell'ect 
independent  of  income.^  Educational  attainment  also  varies  widely 
with  the  region  of  the  country,  with  residence  in  metropolitan  or 
nonmetropolitan  ai-eas,  and  the  like.  Information  on  these  patterns 
can  be  found  in  the  source  for  Chait  3-1.  The  role  of  race  is  shown  on 
Chait  3-2,  where  the  attaiinneiit  of  whites  and  iionwliitcs  are  shown 
for  the  same  age  grou2>.  The  chait  suggests  that  much  of  the  diffei’ence 
in  college  attendance  rate  may  be  tniced  back  to  the  lower  high  school 
comjdction  rate  for  non  whites.  It  would  be  most  interesting  to  look  at 
the  record  of  non  whites  in  a younger  age  group  for  very  recent  trends, 
but  again  the  exclusion  of  single  men  living  on  military  posts  clouds 
the  picture.  The  best  one  can  say  is  that  recentl}^  nonwliites  seem  to 
hare  stopped  gaining  on  whites  in  the  attainment  of  some  college.  The 
available  data  are  presented  in  a footnote.** 

There  is  also  a pronounced  difference  by  sox.  Men  have  attained 
much  more  higher  education  than  women.  In  March  1968,  11.6  per 
cent  of  the  women  aged  2o-29  had  graduated  from  college,  as  compared 
to  18.0  per  cent  of  the  men.  However,  a comparison  of  younger  age 
groups  with  older  ones  shows  that  the  attendance  rate  is  rising  faster 
for  women  than  for  men.  It  is  also  interesting  that  the  percentage  of 
nonwliites  aged  20-24  who  have  completed  at  least  one  year  of  college 
is  slightly  higher  for  women  than  for  men,  although  the  reverse  is  true 
for  older  age  groups.** 

Educational  attainment  as  measured  in  years  does  not  reflect  the 
distribution  of  educational  capital  valued  by  its  cost,  because  the  cost 
of  higher  education  is  greater  than  that  of  lower  education.  A distribu- 
tion of  attainment  in  years  does  not  give  the  projier  weight  to  the 
years  beyond  tlie  liigh  scliool  level. 

Both  direct  and  indirect  costs  arc  higher  for  the  later  years  of 
schooling.  Teachers’  salaries  arc  higher,  due  to  the  greater  oiiportuiiity 
earnings  their  own  education  can  command.  Libraries  and  researcli 
laboratory  facilities  are  gi*eatcr  in  scojie.  Within  the  college  years,  these 
costs  continue  to  increase,  because  the  later  3^oars  of  college  are  usually 
featured  by  lower  faculty- student  ratios  and  by  more  independent 
work  requiring  laboratory  and  library  facilities.  And  graduate  in- 


® Seo  the  dlKCiisslon  Inter  In  this  clinpter,  nml  In  Mor^nn,  Jnnies.  ct.  aL.  Income  and 
fare  in  the  United  States,  Survey  Uesearch  Center,  University  of  Mieliignn,  MeGrnw  Hill 
Book  Co.,  New  York,  19C2,  pp,  871-8.^. 

^ In  Mnreh  1008,  nonwhites  nped  20-24.  like  their  white  eounterp.'irts,  showed  a largo 
Inerense  In  the  percentage  completing  at  least  one  year  of  college,  coini)ared  to  tlie  non* 
whites  aged  25-29  and  eompnrod  to  the  nonwliites  aged  20-24  the  previous  year.  The  190S 
percentages  wore:  for  25  years  or  older,  11,0;  ages  25-29.  17,2;  ages  20-24,  22.4  (ages 
22-24,  21.0,  nnd  ages  20-21,  24.2).  The  corresponding  figures  for  whites  wore  21.2.  20.0, 
and  3.S.2,  respectively  (55.1  for  ages  22-24.  42.2  for  ages  20-21),  Those  figures  sliow  that 
non  whites  gained  somewhat  on  whites  between  the  25  and  over  and  the  25-29  age  groups, 
but  not  at  all  between  the  25-29  and  tlie  20-24  age  groups.  Either  bociiiise  of  sampling 
variability  or  the  Vietnam  War,  the  survey  for  Just  one  year  earlier  showed  surprisingly 
different  trends.  It  showetl  the  gains  for  nonwhites  between  the  25-29  and  the  20-24  co- 
horts ns  anbstantinlly  less  than  for  whites.  For  1907  percentages  of  nonwliites  completing 
one  year  of  college  or  more  were  17.4  nnd  18.0  for  the  25-29  age  group  and  the  20-24  age 
group,  respectively ; for  whites,  they  were  30,4  ni:d  35.4,  respeetlvely.  Thus  between  the 
two  nge  groups  the  attendance  rate  Increased  five  percentage  points  for  whites  but  less 
than  one  point  for  non  whites.  The  data  In  this  footnote  arc  from  the  source  for  Chart  3-1. 
pp.  10-12,  and  from  Current  Pop»rnt(on  Reports,  Series  P-20,  No,  IGO,  Edweationni  At* 
tainment:  March  1967,  February  0, 1968,  pp.  9-10. 

»Data  on  differences  by  sex  ealculatcd  from  the  source  for  Chart  3-1,  pp.  9-12. 
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Chart  3-2 

DISTRIBUTION  OF  POPULATION  AGED  25-29  BY  EDUCATIONAL 
ATTAINMENT,  March  1968 

” White 

— — — — Nonwhite 


Percent  of  Population 


Source:  Same  as  for  Chart  3-1,  pp.  10-12. 


struction  is  even  more  costly  per  student.  Indirect  costs  also  increase, 
because  for  each  year  of  education  attained  the  opportunity  earnings 
one  could  make  by  working  go  up. 

The  distribution  of  education  measured  by  its  costs,  then,  will  look 
somewhat  different  from  the  distribution  of  cqmj.leted  years  of  school. 
It  will  be  more  skewed  to  the  right  on  a chart  like  3-1,  if  the  horizontal 
scale  is  measured  in  dollars  instead  of  years.  It  would  require  extended 
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to  r^tinifitr  flif*  full  ooM  of  rnrh  w.ir,  f*»‘jMviallv  tlif*  rapit.al 
<‘0*^1*-  (<|pprYN'iation  an<l  ini|)lirit  ratoof  rvtiirii  on  r*.a|iitalV  All^K-.ilinc 
ihr  ooi4r  of  any  in?4itntion— <*1rmrntflry  ?*r)^no1,  Injtli  H'h'io).  or  rot- 
]ro* — to  the  fif%i  ypan  wwiml  yean  w forth  ^vmiM  W qnitr  a?1n- 
Irarv  Ixvau?^  of  i)m»  nmount,  of  oommon  ovrrlioa<l  rxtxMiw^y. 

HritJ^rr  than  attempt  flii^  I hair  mrjviy  rrral^vfl  two  ]nfK»thHi(’wl 
‘H  a of  an<l  trarvrtl  out  i]ir  imiiliratioti**^  of  oarh  on  t3ir 

1 of  cNlijrafjonal  ra|ntal  in  thr  if<*|iii1ation.  Tiirwr  f^o  Avi.A  of  fijrniv’Ai 
arr  in  TahV  .11,  an<l  tjjr  irMih  <1i>*^n3'mt  joti*^  ph^torl  in 

iliatt  ?i  1,  ?tfi,  o1rr)ii(ip4l  hy  ** A?^»'titnpiion  A/*  i*  »lrnvr’*l  on  ihr 

rj  MO)jpi4oT)  that  tijr  rtj^pojiiinit y of  r?»tr  4jiniir  Oiar|Oy 

hi  ilir  ln»it  yrafA  <#f  hi{?M  atid  rMnt*  t i*^r  tfhaTfuy  ifinm;?; 

■w  jl'h  ^vtnr'{«Y«,  “ AM»niMpl3(ni  H'*  K>^  ihr  trtlu’t'  Mft,  <m  at}  .1*>‘ 

lhal  liolh  dit'f*(’1  MtKl  inditwi  r‘oi,l^  inw’  nx^T'r  i^'^owly.  A'- 

: uri  1 j ^.i< 'ti  A *!s-  il  ^!i1  t!l »r  , 


Tn-t  1 fVuhfiUif  ftrh  t>1  tfft'f'lh  fif  rt>h1  t/ft  1‘hr  ^ihfVihi(f  urn  t>J  ritvt**t 

trryhnl  I'ttptftil  Hi  Hit  f^r^p^^^tlUt^■H  ttf/t  /f  V%  V.U , tlfH'h 
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Chart  3-3 

ILLUSTRATION  OF  EFFECT  OF  INCREASING  COST  ON  THE 
DISTRIBUTION  OF  CAPITAL 


P«rwil  of  Popw1«t»on 


ui\y  t.i^r  tt+k<>5>ai 

f.tuiti  iij^  if)  flit'  c^\  uf  ^rl^cxyl  ^ hiS 
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iliat  it  contiimrs  to  incrcnFO.  The  high  levels  of  cdncntionnl  achieve- 
inenf  are  iinjwrtant  facts,  but  many  observers  are  still  troubIe<l  at  the 
sharp  dropoff  in  Urn  percentages  ot^ndingcolloj^o  and  oomplotingcol- 
!ep*,  compami  to  the  percentage  completing  high  school.  It  is  mtor- 
e«iing  that  in  tho  population  aged  25-21)  tlic  fraction  of  higli  scliool 
j^duates  who  have  completed  college  is  substantially  lees  then  tho 
fi  at’t  ion  of  college  gradiialey  w}u>  liavc  gone  on  lieyond  college, 
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llip  mortality  of  rollo^^i*  ^rmlnalos  appears  t<»  In*  slightly  less  than 
that  of  people  who  ^rpadnateil  only  fnmi  high  seliool.  the  figures  for 
the  oilier  cohorts  are  biasial  a bit  upward/'  And  the  ligiire^  for  even 
tIie*Jo~2!>  eolioix  [irobably  lag  the  true  tiyinl  in  coUegc  graduation  rites. 
Ihit  the  ligiiiv^s  elearl}  support,  the  main  point  that  this  as[>ect  of  the 
.s|ia|>e  of  tno  distribution  lias  not  elmngod  iiiucli  in  the  very  long  run. 

"I’ln:  I>isnnniTioN  *ir  Iha  r.\Tio\.\L  (ai'itai.  anii  .Vmi  iui’an*  \’a!.i  r.s 

What  is  a “pmd"  distribution  of  ediieathmal  rapit.al.  .and  bow  ilcos 
the  artiial  one  slark  up  to  mveptable  criteria Questions  of  distribu- 
tion aiv  iKirnmlly  ones  of  value  jinigment.  ratlua*  iliaii  of  po»iii\e 
iN*oiioniic  principle.s.  so  that  om*  nmst  approai'b  this  problem  in  itoins 
of  the  utuienil  Aiiiericaii  vaiiie  system. 

IN*rfec*t  c<|iiali( y is  not  pail  »»f  the  \ aliie  ^•‘•tem.  and  if  is  m^r  r.«-<*es- 
s;irily  a had  feaiiiiv  of  the  disirihiilion  of  Hhe  aiioiial  capital  liiat  if 
d«H*>  not  show  near  |H*rf(si  inpiality.  N«»i  t‘u*ryonc  «*an  pi'otilahly  u-e 
ihf  ,-4iine  i^thi'-ai it)ii  asoilirrs,  either  for  hi>o>Mi  Inuielil  or  for  s« i > ’•*. 
F«»r  another  thing,  not  even  everylKnly  who  can  alFonl  to  do  so 
to  make  tile  heavy  imotnient  in  education.  This  would  U*  ini**  hn* 
some  eveiv  if  all  the  iHUieliis  woiv  capiiirahle  hv  the  individual.  Some 
|Ms>ple  have  a much  greater  preference  f(*r  coiioinnpiion  now  rather 
than  in  tiie  futiiiv.  whic  h out  weighs  the  fiiliiiv  leinni  an  (hIuc  ition 
brings.  Others  haie  iitiii*«iially  high  oppotiiiiiy  costs  at  a \oiniij 
Irvuiimc  ih<‘y  c an  alnsidv  <*omiii:itid  liigli  <‘aiiiing'-  tsome  aihlete^  :iml 
eillellilillers  an*  «cNaillpfc-|.  'l  lieM*  ami  other  fa*‘lor<  suggest  that  the 
ntuspial  disi rihni i«oi  of  (Mhii'ai ioiial  t'apiial  is  not  dm*  onl\  to  f!.^  m. 
(‘<pial  (list rihut i<tii  of  incMim«>  ami  <»f  p:i->i  <‘chi(  aiioiial  aiiahnneni. 

lIowcMU'.  many  argue  that  a wi*lely  accepted  American  i ilm* 

\ iolatinl  by  the  p|vsi>n1  di«*t l ibul ioll,  e\ vi]  llloilgll  We  have  conic  a bmg 
way  in  cMemliiig  (*<liicational  aiiaimneitt.  •'Ivpialiiy  of  oppoiiui:i;y  ‘ 
sums  up  wliat  I have  in  mind.  Mhis  prim*i]»le  i*-  that  all  slionM  have 
an  (<|ual  oiimuluniiy  to  exploit  Ids  natjvic  talent*^  and  to  lKUt«  r the 
|Mivjtmti  of  liis  father.  It  is  ojmotl unity  uliic’h  is  to  U*  ih|u:iI.  ma 
ac]iie\cimai1 : wt*  a<^M*pt  that,  within  limit |«*c»p|c\  im*omcs  vary  «|iie 
to  iiatixe  ability,  the  willingness  to  saw.  the  willingness  to  w«uk.  ami. 
for  that  inaUe;%  liicL  ScK^iety  atteinpi  s to  put  some  floor  under  family 
inctiines  to  pn'vent  utter  degradal ion,  but  it  tolerates  wide  variatioii 
clue  to  misfoilune  ami  actually  ciicmiragvs  xariaiion  flue  to  varxing 
iniiiaiive  and  willingm^ss  to  exploit  c)|i|eit1imitics.  ]hit  ecpiality  of 
ccpjHUlimit y is  an  acu'cptcsl  goal. 

In  tile  ligbt  of  tins,  the  sliaiH*  of  the  dic^tribuiioii  has  **ertaiiily  at- 
U acii^l  attentiem.  In  earlier  timi*N  imuiv  Americ  ans  n*gai‘fled  a c cdlcge 
(sinc’ttion  as  something  scmsouI  to  Ik*  pimliaMMl  by  a relatively  -t.iaii 
pan  of  tbec  popnlaticei.  Abuv  iis-c*nl|y,  tin*  si«N'p  dcsdim<  Iietwcsai  the 
t^cuvvinage  cNunph  ting  tiigh  s.')hmi1  ami  ibe*  per«'eiitagv  ha viiig  « n 
Idtlc*  as  omc  y«‘ar  of  ccdlegt*  ne<'ds  explanation.  It  iichhIs  all  tim  neue 
tc\plMnation  Inv^ause  this  paiiicailitr  asj«s‘t  of  line  cli-irihuiioii  ha^  not 
Ihh'O  eliminalc^d  over  tc^xc‘ral  gem‘rai  ions, 

c t*i^**n*''l  Itc  I’  8,  Jltif'.nH  t*i  di.’  c*..h»ti»  f 
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Tuk  Distkihition  01*  Kni'c.vnox.M.  Cavital  and  Ability 

Is  tlio  (lislribiition  of  ability  responsible?  Does  the  ability  distribu- 
tion drop  olV  rather  sharply  to  a rather  lo^Y  ])orcentage  of  tl\e  popula- 
lion  who  onn  cope  with  college  level  material?  If  so,  the  number  who 
can  profitably  use  college  education  drops  olF  sharply  from  the  num- 
ber who  can  oenelit  from  high  school  completion,  CAen  if  {hediHiculty 
«)f  college  is  not  much  greater. 

It  is  impossible  to  answer  tliis  (|uo'tioii  hy  reference  to  statistics  on 
the  distrihution  of  ability.  Wo  do  not  know  how  ability  is  distributed, 
bccaiist^  t here  is  no  simple  iiieasuro  of  ability.  Ability  is  not  like  height^ 
or  weight,  which  can  be  ineasmed  on  an  etjiinl-nnit  scale.  There  is  no 
single  test  that  s^alisfactorily  measures  ability;  a test  can  he  devised  to 
give  almost  any  distribution  of  s»;oms  one  wants.  The  ipiestioiis  can 
l»e  made  up  so  as  to  prothice  a **normar'  distrilmtion,  or  they  can  he 
made  up  so  as  to  produce  a dnistically  skewed  distribution,  l^svcliolo- 
gists  and  teachers  aware  of  the  pnihlciiis  of  testing  do  not  elaiiu  that 
any  particular  test  iiocuratciy  miiTors  the  distribution  of  iiitelligeiuv. 
The  purpose  of  testing  is  not  to  j;nc*jver  the  distnlmtion  for  the  whole 
population,  but  rather  to  compare  one  individual  with  niioMior,  i.e., 
to  rank  jH?rsoiis, 

I II  fact,  the  fundanieiital  tack  hi  test  design  is  to  assume  that  ability 
is  iioniially  distributed,  and  then  to  eJesign  a test  which  prcKluces  a 
normal  distribution  of  scoivs.  Iiiferencc>A  iilKuit  tlie  population  distri- 
bution a IV  not  innde  fniin  the  test  rt'siilvs,  rather  inlcreiices  are  made 
about  the  iiatiiiv  of  the  test  from  the  fiiiidauioiital  assumption  of 
normality.  The  widely  used  intelligence  tests  iiiv  explicitly  designed 
to  pmduce  normal  distriliiitious.  Tlie  te.st  is  judged  by  tlie  assumption 
of  nonuality:  the  notion  of  normality  ihx's  not  come  fiviii  the  te.st 
iH^iults  lheinM‘lv(‘s.  For  example.  oiieox|H‘H  writes: 

Wo  know  now  that  te.'^t  seoivs  can  In*  nianipiilated  to  give  us 
any  sort  of  distrihution  that  wc  want,  llccaus*  there  an^  definite 
matlicinalical  advantages  to  Ik*  (»htaMieel  fivni  iioriual  ellstrihu- 
lions,  one  «)f  the  aims  of  pivseiit-ehiy  tost d)iiihlers  is  iho  emnst ruc- 
tion of  tests  that  will  //ov  normal  elistrihntions  fe»r  the  types  e>f 
pojiulatiou  in  whie'li  they  are  le>  Ik*  iise*el. 

Ik*e*:mse*  of  the*se  fae*ts  alHUit  te*st  .s*ore»s  ami  wimt  we*  e*an  do 
with  them,  it  is  ini|M»ssihle  to  ele*te*nuine  whether  en*  imt  most 
mental  trails  aiv  aetually  elistrihnteell  normally  in  the  {/opulation 
as  a gre*ai  many  physi«*al  e hanieterist  ics  see*iii  to  Ih*.‘ 

‘i’lieiv  is  thus  no  way  to  know  if  ihe*  dist r ilmi ion  of  ahilily  is  >o 
ske*we‘d  as  to  justify  the  ske*we*el  distrihution  «>f  eelne*ation;d  at  lain- 
nii*iu.  N«n*eun  we  say  the*  di*-trihutiem  of  aUaimnent  ishinl  evn  groumis 
that  the  elisirihntioii  of  ability  is  iionmih  Ileiwever,  the  writer  just 
ci(e*el  alsee  u riles: 

Hm  ihe*iv  is  u givut  ehal  e»f  i*viele*ii<‘e  that  ilist rilmt ions  of  both 
physical  anel  nie*ntal  tniits  are*  rfOi/Z/oo/f/.v,  anel  this  linding  is  of 

' TOt*r.  o/  IhimttH  tfif^rrurrn,  1),  Aaplrlftn  ('riuury 
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the  hi^liest  importance.  Wlmt  tliis  means  is  tliat  there  are  no 
separate  classes,  no  types  * *.  Wlien  sensitive  measuring  de- 
vices are  developed  to  assess  any  trait,  we  find  that  the  scores 
show  a range  from  very  little  to  very  much  of  the  trait  in  ques- 
tion, with  no  breaks  in  the  distribution  a 113^ where.  Wo  need  to 
give  some  thought  to  this  concept  of  continnoiis  distribution  be- 
cause it  involves  a change  in  some  of  our  most  deeply  ingrained 
habits  of  thinking  about  human  beings.  We  have  inherited  a gi’eat 
miinber  of  classification  systems  which,  from  childhood  on,  we 
appl\’  almost  unconsciously’.  It  is  perhaps  the  major  contribution 
that  difi’orential  psy’chology  has  made  so  far  to  have  demonstrated 
that  all  such  systems,  whether  thev  divide  people  into  the  wicked 
and  the  righteous,  the  stu])id  and  the  intelligent,  the  beautiful 
and  the  ugly,  or  the  neat  and  the  slovenly,  must  necessarily 
falsify  the  facts.® 

This  po'int  becomes  relevant  when  one  considers  the  great  variety 
of  “colleges,”  many  offoriiig  jdaces  to  students  w)io  are  only  as  able, 
or  less  able,  than  the  average  liigh  school  graduate.  These  lower  quality’ 
institutions  are  established  in  response  to  a desire  to  attend  college  ])his 
the  willingness  and  ability  to  pay  the  direct  and  indirect  costs.  If  there 
were  a greater  efTective  demand  for  sucli  schools,  more  would  be  estab- 
lished. The  rapid  growth  of  new  colleges,  public  and  private,  in  recent 
Ve4U*s  suggests  that  the  lack  of  qualified  students  is  not  the  roadblock. 
Yet  there  remains  the  gap  between  the  high  school  completion  rate 
and  the  college  attendance  rate.  Despite  the  enonnous  variety  in  type 
and  quality  of  institutions,  and  des])itc  the  demonstrated  possibility’ 
of  establi.shing  new  ones  to  meet  the  needs  of  students  with  only 
average  ability’,  we  have  the  evidence  from  the  data  presented  earlier 
that  only  28.5  per  cent  of  the  population  iij^d  25-20  in  March  1008 
had  gone  to  college  as  much  as  one  year  (only  about  half  of  tho.«e 
graduated).  Only  3G.3  per  cent  of  the  20-24  age  group  had  gone  at 
least  one  year.  The  figures  for  the  non  white  population  arc,  of  course, 
lower : 17.2  and  22.4  per  cent,  respectively. 

The  evidence,  although  indirect,  thus  seems  to  be  that  the  distribu- 
tion of  ability  docs  not  explain  the  big  drop  after  high  school.®  This 
naturally’  leads  to  an  examination  of  the  differences  111  cost  betw’ocn 
high  school  and  post-high  school,  differonccs  which  are  vciy  great  and 
which  may  w*ell  e.xplain  the  shape  of  the  distribution. 

Cost  as  a LisimNo  Factor 

A college  education  is  a very  expensive  piece  of  capital  to  buy’. 
Mnny  families  who  could  afford  to  ony  it  do  not  choose  to  pay  the 
])nco,  and  its  price  is  simply  beyond  the  reach  of  many  lower  income 
families.  I have  already  explained  why  it  is  not  easy  to  solve  the 
problem  hv  borrowing.  Here,  the  point  to  bo  made  is  tliat  the  private 
costs  of  college  are  much  higher  than  of  high  school,  and  remain  niglier 
despite  the  public  subsidies  that  are  provided.  This  is  one  explanation 


- Tyler.  !>.  ao. 

fulilltlonnl  dlf>cuM)on  In  W’oHlr.  D/irl»  Xmcrtca’i  Rc«ource<  of  SpedaUsed  Talent, 
lliiriirr&  Urothenit  New  York,  1054,  pp.  145*0. 


59 


for  the  low  rate  of  college  attendance  compared  to  high  Poiiool  gradua- 
tion. 

The  costs  are  high  even  for  the  education  pa  it  of  tlie  college  experi- 
ence. It  is  true  that  some  costly  non-academic  features  liave  tradition- 
ally also  been  part  of  the  experience  for  many  families.  Prominent  ex- 
amples are  living  away  from  home  and  we  11- organized  athletic  and 
social  programs.  College  is  not  merely  increased  education  in  the  intel- 
lectual sense,  but  a whole  range  of  new  experiences  whicli  contribute 
to  the  general  development  of  the  person:  living  away  from  home, 
athletics,  social  life.  But  tlie  cost  of  these  parts  does  not  really  explain 
what  we  are  trying  to  explain.  Families  now  have  a choice  of  many  dif- 
ferent college  packages,  some  of  which  do  not  include  these  added  fea- 
tures, and  which  accordingly  co.st  less.  There  are  many  conununity 
colleges  to  which  students  commute,  for  example.  Whatever  one  thinks 
about  the  desirability  of  the  shift  to  stripjKid-down  packages,  and  the 
greater  concentration  on  the  academic  part  of  the  experience  at  the 
expense  of  some  other  parts,  it  is  clear  that  the  costs  of  the  academic 
part  alone  are  hi  "h  enough  to  limit  demand. 

The  full  social  costs  of  college  are  high  enough,  but  the  public  fi- 
nancing of  high  school  causes  the  increase  in  private  costs  to  be  even 
more  abrupt.  JSecondary  school  education  is  provided  free,  as  a public 
good,  with  the  direct  costs  mostly  defrayed  by  tax  collections.  The 
taxes  are  levied  on  protierty,  sales,  or  the  like,  and  what  a family  pays 
has  no  connection  with  whether  or  not  its  members  go  to  school,  or 
how  long  they  go.  From  the  family’s  point  of  view,  there  is  really  no 
direct  cost  at  all  for  the  in  struct  ion,  since  the  taxes  it  pays  will  not  vary 
with  the  amount  of  instruction.  There  iu*c  some  costs  for  other  things, 
for  example,  clothing  and  eiitertainineiit,  which  are  hard  to  avoid. 
Thev  are  often  significant  burdens  for  poor  lumilies.^*^  But  they  are 
small  compared  to  the  direct  costs  of  college. 

College  education  is  much  less  free.  Some  tuition  and  required  fees 
must  usually  be  paid.  These  fees  will  be  significant  for  poorer  families, 
oven  at  colleges  where  the  (puility  of  education  is  low  and  where  there 
are  few  frills.  Few  persons  receive  relatively  as  much  Ihianeial  aid  as 
the  public  high  school  automatically  provides.  If  the  student  must 
leave  home,  room,  board,  and  travel  costs  may  also  be  higher. 

Indirect  cost  also  rises  in  Mie  college  years.  The  opportunity  earn- 
ings of  young  people  increase  sharply  just  at  the  time  the  crucial  de- 
cisions must  bo  made  on  how  much  investment  to  make  in  education. 
Compulsory  school  attendance  laws,  cliild  labor  laws,  and  a genei'al 
lack  of  employment  opportunities  keep  foregone  earnings  costs  low 
until  the  last  two  or  three  years  of  high  school.  Then  they  rise  and 
become  a large  cost  of  continuing  in  school.  They  are  surely  one  rea- 
son, among  others,  wliy  the  retention  rate  dix)ps  off  somewhat  even 
at  the  lOth  or  11th  grade,  and  then  more  after  the  12th. 


*'*Stjni<*  of  these  costs,  of  course,  are  like  the  college  costs  mciitlonod  later.  In  that  they 
are  not  strictly  necessary  for  education  narrowly  (lellnod.  But  In  iisnctlcc  tliey  arc 
Evidence  that  they  can  be  burdens  for  high  school  stmlciits*  families  Is  cited  In  Wclsbrod, 
Burton  A..  “Preventing  High  School  Drojmuts,”  In  Dor f man.  Kobert.  ed.,  McaHuving  the 
Bciicdifl  of  Oovernment  Invenimenta,  The  UrooklngH  Institution.  Wii.shlngton,  10(5,1.  n.  l:i2; 
and  In  .Sexton.  Patricia  C„  L'ducaUon  and  Income,  The  Viking  Press.  Xcw  York,  lOGl, 
!>p.  204-200.  . 
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One  factor  is  the  biological  fact  of  the  person’s  normal  maturation, 
which  produces  physical  strength.  Another  reason  is  the  very  success 
of  high  school  in  raising  his  earnings  capability.  High  school  graduates 
do  earn  more  than  dropouts.  A graduate  knows  more  or  is  jiresumed  to 
know  more.  Employers  may  make  graduation  a requirement;  even  if 
they  make  mistakes  screening  labor  this  way,  it  is  a cheap  and  ac- 
ceptable device.  The  student  recognizes  that  high  school  completion 
brings  him  higher  earnings  from  work,  and  has  an  incentive  to  finish. 
Jhit,  the  'very  remom  for  Ms  sticking  it  out  provide  a strong  reason 
for  not  going  on  to  college. 

One  must  not  underestimate  the  earnings  which  are  foregone  by 
remaining  in  high  school  the  last  year  or  two,  or  if  high  school  is  com- 
pleted, by  going  on  to  college  and  not  entering  the  labor  force  im- 
mediately. A 19()G  Census  Bureau  income  survey  reports  the  mean  earn- 
ings of  inen  who  were  aged  14-19,  and  full-time  year  around  workere^ 
as  $2,GS0.^^  Since  a fair  percentage  of  these  full-time  workers  were 
actually  le.ss  than  18  ^^ars  old,  and  iiresumably  earned  less  than  older 
workers,  the  median  for  worker.s  aged  18  and  19  was  probably  higher, 
and  for  those  o^^er  19  even  higher.^^  And  a man  who  had  graduated 
from  high  school  would  cam  more  than  the  mean  for  all  men  aged 
18  or  19. 

Another  indication  of  opportunity  costs  comes  from  a Census  Bureau 
surve3",  done  for  the  Department  of  Labor  in  February  1963,  of  a 
sample  of  youths  aged  1G-*21  who  were  no  longer  in  school  and  were 
not  college  graduates  (member  of  armed  forces  were  not  included  in 
the  sample). About  49  percent  of  the  sainple  had  dropped  out  before 
completing  high  school,  48  percent  had  finished  high  school,  and  7 
percent  had  completed  1-3  years  of  college.  Of  those  who  had  full- 
time jobs  in  February  1963,  71  percent  of  the  male  high  school  grad- 
uates (including  those  who  had  some  college)  were  earning  $60  a week 
or  more  and  only  6 percent  were  earning  less  than  $40.  Even  45  percent 
of  the  male  high  school  dropouts  were  earning  $60  or  more  per  week 
and  only  20  percent  were  earning  less  than  $40.  Among  women,  about 
two-thirds  of  the  high  school  graduates  were  earning  $50  or  more,  and 
nearly  half  the  drop-outs;  only  12  percent  of  the  graduates  and  only 
about  one-third  of  the  drop-outs  were  earning  less  than  $40. 

Since  the  earnings  at  the  time  of  the  survey  might  not  reflect  the 
opportunity  earnings  as  of  the  time  decisions  were  made  to  leave  or 
stay  in  school,  results  from  this  survey  on  earnings  in  tlie  frst  full- 
time job  are  also  of  interest.  The  results  apply  to  the  first  full-time  jobs 
of  those  who  were  still  working  full-time  in  February  1963.  The  study 
reports  the  following  approximate  percentages  of  persons  who  earned 
$50  or  more  per  week  in  the  first  full-time  job : male  high  school  drop- 
outs, 50  percent;  male  high  school  graduates,  70;  female  drop-outs,  20; 
female  graduates,  55. 

”U.S.  Bureau  of  the  Census,  Oinrent  Population  Reports,  Series  P~60,  No.  6S,  Year- 
Around  Workers  With  Low  Ramings  in  1966,  U.S.  Government  Printing  Office,  Washing- 
ton. D.C..  April  4.  10G9,  p.  17. 

“ In  lOco  21,2  percent  of  those  full-time  workers  aged  14-10  were  less  than  18  years 
old.  U.S.  Bureau  of  the  Census.  U.S.  Census  of  Population:  1960,  Vol.  1,  OharaeteiHstioa 
of  the  Population,  Part  1,  United  States  Summary,  pp.  1-487. 

“Perrella,  Vera  C.,  and  Forrest  A.  Bogan,*  “Out-of-School  Youth,  February  1063.“ 
Monthly  Labor  Review,  November  1064,  pp.  1260-8.  All  the  statistics  In  this  and  the 
next  paragraph  are  from  this  source. 
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Statistics  on  earnings  and  unemployment  are  frequently  cited  as 
evidence  of  the  poor  economic  situation  of  teenagers,  especially  liigh 
scliool  drop-onts.  And  tliey  do  represent  poor  opportunities  compared 
to  tliose  for  older  groups.  But  compared  to  not  entering  tlie  labor  force 
at  all,  the  oppoitiinities  may  appear  not  bad  at  all.  Although  the 
chances  for  getting  a job  are  far  fi*om  perfect,  they  are  much  higher 
than  zero.  Earnings  from  jobs  are  sizeable  and  they  make  a welcome 
addition  to  total  family  resources  if  the  teenager’s  income  is  pooled 
with  the  rest  of  the  family.  They  lift  significant  living  costs  from  the 
rest  of  the  family  if  he  lives  se]}arately.  If  he  comes  from  a family  of 
limited  means,  the  teenager  nndonbtcclly  realizes  that  by  investing  in 
college  and  foregoing  f nil-time  work,  either  he  or  his  family  (or  both) 
must  sacrifice  valuable  things — current  consumption,  or  alternative  in- 
vestments like  housing. 

Finally,  there  are  all  the  psychological  costs  of  making  abrupt 
changes  in  a young  person’s  life  pattern.  If  there  is  no  college  within 
commuting  distance,  he  must  leave  his  home  area  and  strike  out  on  his 
own.  He  may  view  this  with  much  more  trepidation  than  leaving  home 
to  get  a job,  for  he  may  be  able  to  settle  near  his  home  after  beginning 
work.  Even  if  college  work  is  not  much  ^^harder”  than  the  last  year  of 
high  school,  college  is  different  in  kind.  The  decision  to  continue  high 
school  involves  no  such  problems;  the  last  years  are  more  difficult,  but 
not  much  different  in  kind,  and  the  student  lives  at  home.  The  psychic 
costs  of  beginning  college  are  likely  to  be  greater  for  young  people 
from  poorer  homes,  in  which  the  parents  have  little  education  and 
exposure  to  new  ideas  and  new  people  has  been  limited. 

The  Ability  To  Pay  for  Higher  Education 

The  high  cost  of  college  makes  it  not  surprising  that  its  purchase  is 
higlily  correlated  with  Family  income.  "Wniile  tlus  is  more  or  less  ob- 
vious to  the  casual  observer,  there  are  solid  bits  of  empirical  evidence 
on  the  question. 

Perhaps  the  most  important  evidence  is  that  gleaned  from  the  Proj- 
ect TALENT  survey  sponsored  by  the  U.S.  Office  of  Education.  It  is  a 
longitudinal  survey  of  the  liigh  school  classes  of  1960  and  1961  and  their 
experiences  from  1960  to  1966.  The  students  were  classified  by  ability- 
aohievoment  level,  bused  on  a battery  of  test  scores  and  other  factors, 
and  by  “socio-economic  status”  of  their  family,  based  on  family  in- 
come, father’s  educational  attainment^  and  several  other  factors.  Table 
3-4  presents  data  on  the  effect  of  socio-economic  status  on  the  proba- 
bility of  the  student  entering  college  udthin  one  year  after  high  school 
graduation  and  witliin  five  years.  It  is  veiy  clear  that  in  a given  ability- 
achievement  group,  attendance  is  positively  related  to  socio-economic 
status.  Interestingly  enough,  immediate  attendance  is  also  positively 
related  to  socio-economic  status,  as  shown  by  the  fact  that  the  relative 
gap  between  the  two  percentages  in  each  cell  of  table  3-4  declines  as 
status  rises.  It  must  be  stressed  that  the  data  apply  orJy  to  high  school 
graduates ; high  school  completion  itself  is  of  course  related  to  socio- 
economic status  In  much  the  same  way.^^  However,  the  survey  shows 


U.S.  Department  of  Health.  Education,  and  Welfare.  Toward  a LonO'Range  Plan  for 
Federal  Financial  Support  for  Higher  Education:  A Report  to  the  President,  January  1069 
(mimeo),  p.  55. 
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that  for  all  persons  entering  college  full  time  within  one  year,  the 
probability  of  graduating  after  four  j^ears  is  not  much  correlated  with 
socio-economic  stetus.  Withlin  some  ability-achievement  groups,  in 
fact,  the  probability  of  finishing  is  higher  for  some  lower  status  groups 
than  for  higher  ones.  The  data  do  clearly  show  a strong  correlation  of 
the  completion  rates  than  ability-achievement  scores,  however.^® 

Table  3—4. — ProtaMlity  in  percent  of  high  school  graduate  entering  college  during 
the  year  following  graduation,  or  the  5 years  folloiolng 


Ability  quintile 


Socioeconomic  status 
1 (high)  2 3 4 (low) 


All  In 
ability 
group 


Top  20  percent., 

2<1  20  percent 

3(1  20  percent 

4th  20  percent.  - 

Bottom  20  percent 

All  in  socioeconomic  status. 


95 

(82) 

79 

(66) 

67 

(55) 

60 

(37) 

79 

(66) 

84 

(69) 

63 

(50) 

62 

(38) 

36 

(25) 

60 

(47) 

69 

(50) 

46 

34 

(23) 

34 

(14) 

41 

(29) 

50 

(38) 

34 

(22) 

27 

(16) 

17 

(10) 

28 

(18) 

40 

(27) 

23 

(15) 

19 

(13) 

15 

( 8) 

20 

(11) 

79 

(65) 

53 

(41) 

39 

(28) 

23 

(14) 

54 

(35) 

Note:  The  figure  not  In  parentheses  is  the  percentage  of  all  high  school  graduates  who  entered  college 
Within  6 years;  the  figure  in  parentheses  is  the  percentage  entering  within  1 year. 

Source:  Rob(jrtBerls,  U.S.  Ofilce  of  Education,  unpublished  paper  based  on  Project  T.\ LENT  data.  (The 
top  2 rows  of  figures  not  in  parentheses  are  also  published  in  U.S.  Department  of  Health,  Education,  and 
Welfare,  Toward  a Long-Range  Plan  for  Federal  Financial  Supporf  for  Higher  Education:  A Revort  to  the 
President,  January  1069  (mlmeo),  p.  6.) 


A more  recent  report  sheds  light  on  another  important  dimension, 
the  mality  of  college  education  a youngster  is  likely  to  get.  This  is 
the  CerLSUs  Bureau’s  very  valuable  report  based  on  a survey  of  college 
students  in  October  1966.^*^  In  the  survey,  which  covered  about  35,000 
hou^holds,  information  about  family  income  was  obtained  from  the 
families  which  had  dependent  members  (mainly  sons  and  daughters) 
enrolled  in  college,  and  also  information  about  the  college  (some  of 
this  information  was  obtained  independently) . Sucli  dependent  family 
member  college  students  were  estimated  to  be  71  percent  of  all  col- 
lege students.  I shall  use  the  shorter  term  “college  students”  in  re- 
ferring to  them. 

The  resulting  estimates  of  family  incomes  of  all  college  students  are 
shown  in  column  1 of  Table  3-5.  They  must  be  compared  to  the  in- 
comes of  families  in  general.  Column  2 shows  the  incomes  of  all  fam- 
ilies in  the  United  States  in  1966.  If  the  two  columns  are  compared, 
it  is  clear  that  there  is  a positive  relationsliip  between  income  and 
college  attendance  and  that  students  tend  to  come  from  the  upper 
part  of  the  income  scale.  Families  with  incomes  of  $15,000  or  more,  for 
exainple,  have  double  the  i^epresentation  in  the  student  body  than  they 
have  in  the  population,  and  the  situation  is  exactly  reversed  for  fam- 
ilies receiving  less  than  $5,000.  Now,  it  is  indeed  useful  to  Imow  that 
college  students  are  likely  to  be  from  better-off  families;  it  tells  us 
something  important  about  college  students.  But  the  comparison  just 
made  lets  us  conclude  nothing  at  all  about  low  income  as  a barrier 


p.  60. 

U.S.  Bureau  of  the  Census.  Current  Population  Reports,  Series  P-20,  No.  183 
CharacUristics  of  Students  and  Their  Colleges,  October  19 GG,  U.S.  Government  Prlntini 
Office,  Washington,  May  22, 1969. 
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\ :<t;trirv  jriciJV 

l,i>  .I\^  itni  kioi  it  knur^^itij  iu'  iiU lUtil w 

I m moI  s.JtKti  I*  ,'minof  MutH.toh  Jli  :^U<>^^^  4 iinUvikih 

Kkui  piiuiic  :m it)(i(>j:>  (,hr  t'iull*  poHliokki'  1 

itu<''*  Ur  i Uui  vii.U'  ti’-w  .nt'tkim  in’i  tuoPt  V.ia'vl^  Ut 

Jiu' < «<  i ki;:i1  1 kli  iriMi.,  U >tl»*l!  \ Kt^yh  «in»<»ks|c  cHIuUu  Ukk 

iiltli  p(':k  tutkkl  Kit  (lit  ci^.|^^Unif^  fl’t'lki  cil  k,*kc>l’t' ifi«tkiV 

l4UC«  V i»^»t  Ut  |tMilTu  Iiljrk>k?.  ^|r^(  <4  t lU IlliVi  k't|^^k» i 4 

4^^  ^oiut  vliul  N tHkl’^NUk^  titrtk^iuie^'Uj^  \tn\  1jk;>i,icrti  ^ 

•>ut,ff.)cik,  r:f  l lu*  1|»ti\c  , 111  J^ilOV  »■  ^-liU.l  i-it’  tijukit’  ^ l'(4f!i.ickkk^  ij(^  |nkf 

»>*  1.lk4»  ^ki^’tkkkiP  ii^kkdtUlt^  uflc^hil  V7i:il.;HM.j<kU»  V*i  t hkii'tH’ 
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ln\'  |rr  #•  nrr  nf  rrihfittlr 

ifinrvr,  ViiiV  \v  *nttkv  li.irnl  it^:  <V\  |MiA  M fii^h  »U*<| 

jtj:tt:t1itH  jrrfir^  K ft'liH  K»ri  (i*l  1jhn?ri  IkH  in  »nj 

l4Mv?ri^4  r)f  ^ !«'<*{  1 |rtibT»<’ 

i lori;^. 

3i  Mtnl  1)  nl-Mo  1 truinv  jniof 

avv  \AAv  1;>  hi^^'K  <.u:<-.wih  . ItA'  tv.tKnr 

:!hr^w»  N s*1^’r|Tg;^  r;*!  i«tf 

*|’hi*  ^j!A  It-  RilKirH  1»Kt“H  l¥|tf1(*^  eitvi.if^l  |C 

ci’jfnf'v  tniK  h idi^rifio  tifi  iiTI  A*  ^ fr»o1:^Hifc>  \fk  1-}*^ 

r'|tw*.l*i  I h««,^  l.tic  r l HsWl^K'til  Kit)  ‘'jf  1/^'  fc1;i1)1v  <if  1»ht>  ertitKi«*M. 

l-ijy  titi  cfUlix*  hf'Kl‘^l^ « I itr  ifrrji  itil?  L itwl  nf  iitiiily^' 

;;us.  Ihc  rlu.t«  :^iK>NV  U Vc\t‘y  quuntlT 

K<’l  ;K‘it‘  .if|M:  1r>)  I ir  \}\v  :h  !^*‘hnr  Jiiercimr  'fiitll  it^^,. 

3 3*1  M '*i*r‘t;i»  ^ 

t'fK'  |ki^k  jKK#r,  I'hnfr  ut't^  l«il^  uf  ijiiti^  l'^i«*.V  liDV  fi  nf^ 

litit'l  cu3 tiotU;KiFti  i>  fihlv  <'rtir  «>f  liicttn,  :|1  thnfl*1i*’^’  l.riut 

«d^K‘|i.l.KKt  K out*  of  ihrtnV  ^^  li  iU  arrtHe*  HttflHr  V <^‘  ^hv 

I M-  tuf  f rjf  Itit'  iioot  fo  f^rl  ^ liti’lii't  cMliKilit  K>-^i  hr»  iKK^/iJriodl  K*  h 

(Vih.'^ii  |;irr{r<4-  jj-f  u*‘ior^u>ti  <1  ! ui  i *1 1 >u1  w if)  o^  ;)tK?fitfiPj  1»e»  tKJ 

.tno!*<>  ftH<’'-:t  urtj  1.t»|iti  l.ltc  li  fn.rlM»‘c>  Ir*  )>tiy  « i-jKtfl?)  VP  M u1  oriol  fij* 
t ^ L*>’hnf  cmI  iK'hl  u It)  :*Uo\i'lti  lie-  iff  »|!l  U siti  1 ):  »t'l  l'/,ivi  cKt  u.f- 

Kn.r.I  i;-{  (-^i^.:•riflt  •^r^lr*^^f^,  Mv  f I tr' t*f' ;*'!  o:  i ri*  (>  1 * ■ f m 1 1 •' l <1 1 */i  fi;  .1  tuolT 

ifi)f  ^^v■^«l  ttif'i:  ii'  piu4tilf  ll.n*i  *1*11  [n'*^«‘f  :r»4‘.jf,|C‘  ;|  »«4  *|  * Ir* 

\ip*  C ^■■•f'vr^•ll'  V'Ol.'M  >U  \ yr:  '3  ' ' Ki  fl  ' J 1 1 1»*  lllllut'*'  fO  riMMif*  fit)  t‘i1l| 

l^  ^**fi  }^^  »»^u>rLf  i ti ! 1 \ fio  iliftrl'cfil  II  'fiiilljl'V  till'  jKir»r  I till  ft 
f'^K'il  tit  ■f*J4‘t(  ^ *f  If  :^>  1 K‘C  ^ ile»  f.l'^^lir  i ! ij)  f *4  IjL^’llc^t  I tK'lil-K  if)  3*U> 

jilf'r'Ii'tV  Iw  ru.  lrt:i‘K‘  ^'C•-|•^  1 til)<  1 tif  "(100:  ilo  turf  I.Kr  (mkU' 

t/r  fvofo  it,  Vtiut  nUiVuilf-  ttf'c  I'*'" .[ i< if is.it  1c'^  l.tinl 

)v,i  f)^^  ri  ;uKif  stl  iu’ltifil  fiil.fs  fi  v u \ a f f'Ofu  » fnof  ^ i fif  *il  1 ii''c*nt 

1«<’l  V ■l^  xn'Hifi^y  lo  ^m\  ri  ln.ri“i*r  of  t!*  ovt)  AViiVi 

'l^hcif'p  |yr^^|  vitit'  ::t)  itiU'il’l  if'irf  :i  1;»OM  o4  t^u' 

j:^tlll^  Vti  viittiv  ^^f'^»*t►tf^*^^l^  ;|iisrt  tfUiiVi  vn.ti  lit'  i rVy  tufty 

XttK'it)^,  "I'liPX  h»  X‘P  stothf  trit'ji=:ii1*r  t il  It'urh  lilii  nh  Jlir>  x\  |iOpc‘1!h\  Mf'r’ 

IvltKlJii.KJt)  IS  tirrf  t ,f ir^Jit)  AS lirxti  t rfic*  t»i rtisK i«^.f^ 

(Ufstt-s  utlil  -itll  i1 1 rtlftllt-K'S  ill  1 If+f't'O  VM  f t<l  fittHtlOP 
*t.W  Jiltllllirrt'M  tif  IrtW  flitMliKitl  |Mrf-1lr  riturf  tj.ui  u vf  j>  turf  i ttc  r»nf)1.r«t1  . 
litiMfSc#  43)  tK*I  ti  fiVexti  of  it^  lliO  fKt)  I if  stoi’ifrfy 

<ici  4t*^Vtilo  i/ct  i<xti  Htitl  tiAiltu  i'* 

I0  |fl^»  ilhto  11k>  t'-uit  Uni  lltKl  1 u4  i‘»t’  tticioinusnss,  c*f  «‘a) 
J>?'4X'tli1ieik  jt):fl;il(krtiy>hs  lht‘  V tiflvwiilliJit  lo  l'i<1  for  liir  tilifiilKi  rtf 

|i1iyict3i  AX 'll  I ;)tK^f'em2*cJ^  'f  VtiP  cttkiiiHy  ritl  ^.1ic>  sit-ioH  t‘li+l  th  iK'li’l  jpr>  « 

of  |i1>i(KXs  frr^  [f*  * irfrir  ^rt;Ut'iofi{0'  of  ohTx  tt  \ f Oillilv 

if  «ti  imtficshhP  titrtcHlMi  of  tlici  VS  c‘f*rJ  rnO  (lut'trfly  t H 1+k1  i1*fKi,l  s I0  UfVVef 

itliVtrtVlP  iffiflcfotrt.av,  |itf1  AsiHI^hI  fiP  rf  olic+fM  tiltl  JitVll ilfSth  atid  AX’tiijIj 

tfrhiy  IX 3i  II > i1  i*0  tJlO  VS  lull P sV’sSif'ftti 

t".p  ♦J.itWtyi  ihi\i  iai  tiloiii',  "i'fiP  <u5rtiU^)1iioti>  ulnml 

It4u4c^tllk1ftt  litut  llUiitiliiiiia)  H|V  |irt1ie^il  tiUl 

fw  iUi5>vv'«V!txt|  Uy  iJim  JrtU  ihffcitlrlt*  is)  (loni'Jy  siOthMl.hitXjJ  of  H 


>'() 


0*«i  3i  53t  Trnifli  >i  l»3tT'i»'T‘  fljiJ#t)(!:iT)f'f* 

*i  ^>4^1  ?nsrt;;irt|iiWp.<  fitffllly  ih«1  «l;!;iii3‘!If*^  Jarn!  rrK^livnSum* 

«n3t»^1r  f’.TiJitfij'f*  if  firiJiTKial  l>if»  -rviriU'n- 

<!n  r.7i>tfsiai  pmt)1  ilinl  mryiiv^linti  for  i% 

rn^;i1/^l  in  r1firr)nritjilT  «tMl  ptf*r'f>t)(l:irv  <*<lof‘;iiion,  f|ti;ili(y  «if 
^jt.i=rt  fw»  nnj»t‘o\ tvj  if  sii<1  i>io  in  in^ 

l'lK>-*f»  lifl  <’  ‘’vytKVTl1rJl1ir»r) '^if  iTK’fV'nstfwJ  OTI  jrK^^TT3»? 

?«  f^lf  ll»f*  r#K  ;if»7|t  rif  % *»  |Y*sKfin'fy^X 

Th»*  7lJl1iivc>  'of  ymitij?  tv**w<iitvv>  ?in'5iil;iV»1f*  H/1  :^1)^i| 

<<lVf4ttMlth  tistf’  <lf  i1  l'nqill|y**i)I;ft>i1  ttir>tV*  <lf 

lir  »iJ>J)1ifMl  l.<i  trmjv  ii.1i1f*  1-l);it|  I/*  11 

<m»*  iuwv'j'i«{  lluM  ;l»i ‘*3  isrt-rJI  ;:i1)»mS  Jiot^riyiilly*  rxJl 

•it kf aid'.i < J f ’It !i ,1(1  iti < ‘i V j I f V*  >t * V ^ y )« ^ ti ! i ji i < v 3 -y r *,)i j » c^/ti a 1 1 li v »*il ^ 

tofT^l  now  ilw-.'iTi^  wiroltv  )j,f^fv'i7’4ir)^  ^ilkiliiy, 

'I'h'U-  }•^^Jil'^^  io  siJiy  lJa«.i.  Mi  »;1icwi1.(J 

in  of  in  jw<ji)<»  iuit! 

m tnorf*  i>iVn<iTMf  cni»%  juni  iV  fntnw  <« 

licrn  iniM  5»’s^  M'fll  -off  f?inn1i^»\4  laut  Oi*i  <}a»t  i»  Jinj*-’ 

tir7a3(  if  fwiilif^  fitt*  Irfl  Ui  4^(na3tlf»f  mi  M (tsft  <if  ijat*  of 

ij|j4>rtr  <v|uojU4cm, 

ff'W  ntvipif*  i.ltsi  iht*  fw»«(!y  i**'  oppotintHiioJi 

{(♦f  fKKtr  ^vnrif»1ti>f>ly  ni  tJ^t*  <»f  onrn;  lkrti^*r  •nU'.  Sotn<* 

intv^fhf*  f;itnilif»s^«  l1>f*  1<kv  liiili<tt)  In  n\  .‘iiU 

«1k1f' 1o  ^1rti(^^^H^4^  w tihoiti  t'oii* i<!f'j*}t1  iof)  <if  wlif'itJkff  <}|fy  tvrtlltl  j»MV 
<awti  ^vjir.  lliM  wt»ii1(i  H»i  fjit*  «»  M ^^y 

nt’li  fl»f*  ntn!  a finwl  nnttiWr  «f  rc*?i1)0- 

n^otv*  lo  n34f*  ft4iii1t*til*\,  Tbf*  U*Ji<M<if0a  of  i*^  »lil) 

in  Atr^f^l  it’^n  a^K’it^ly*  3*1  u^  rttirv*  of  ?l  gw«l  <villrftfliot1 

ia.  «t)  r*as|i«ri«11v  }»Mti  of  li.  Vr)<?f’f  iJiJai  U‘3nli<ion.  itiooni^^ 

fMtuiiifSii  *.1^koulcj  Ikrt  fjy^t*  |0  Vftiv  ih/*  fltjsiiiy  ^Judjiintt  Cain  nffoM 

for  i Vir  4nJ<!rr*n.  <*v<»n  rlhiltlrt^n  Mtrw  nv^mir^  Tho 

wortJi!  tn«y  f*x  rtl  ro(|itirc‘  wotyt*  Mt1ia;i(litw  )k»  lht*ni  1o0\t*r* 

mirit»  ifkc*  Insiai  <Jnc*  lo  of  if  #iub»i<li<^  Mr<*  n<it 

ity^  >oti  M.tii  in  <3fM.f>waininj?  ilifif  ^liijth'en  lo  nr  not., 

ii  tuMv  ntv*,t«»i3ijy  oi(f’t>r  in<'^f*n!iv‘f^  In  Imy  tnorv  nos^ly  flind  hi;rWr 
fMlnriJiicm*  jtijiy  turn  mil  In  Kiv<*  <ymim<*ninirjil<*lv  tnnns 
<*iLt4^rhrtl  T1ri»  f|itf*d  ion  i<  inoiv*  in  iH«»  n<*>i  ^'Jisni-c’C. 

C\  ,ri^  inly  ii  ^\oii1<l  l^t^  moi{2nani  In  h^ivn  lj|t*  ^Unruin  1 3 at* 
ii3  ln*^hrr  f*<5uri^iif*n  a^iVly  init^llcv^tiat  nlnlity,  uillaoitl  In 

<i1)if!ily  l^'**y.  Hn1  Milluwi!  It*  ih^l  rUlvnkc' rr»n  <4*jo‘1  In 
llir  jnvsr  nl  tif  d n<!t*ril  S' It*  iiU4  ll  ill  ions'  hc*j*vilv  tlt^jK*nt|. 

rni  on  j«ir^M  i>*  ^^1fll^<y  i<*  jwy  n<*i  rnoii^?!*  on  iht*  r'flji?it'Siy  nf  il>c* 

Winil  iS'  ia^  rtii  rt.a'Xnnndty,  Any  f«*nn1v  »3oml<l  linvt* 

ln?il  lf*Ms1  :m<l  tjti«1iiy  <*f  c'<!nr'jiJinn  ii  is;  rtlklt*  «unl  « i1)iti{jl«f*  )iiy 

for:  ti)f*  ii‘inliiion  of  Ik*  follon^tl  i3t»i  f«ir.  lltmc»v«*ft 

i,o!  rtwvr*iun^v  inHrnijitkor*  shotilil  n<*l  fl  yooili  ^)insi0  family 

I my  for  llit*  t^n^liiv  of  ^(Inralinn  4jinroj*Visln  In  }ii«  n?iilil\\ 
Tios<  i»r'si.*sf*niif<11y  «n  nr^'umt^ni  nnifjf*  v«ltn*nfrv|nrtliiy  of  ojij*t*rr 
innliy. 
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Olltctn  may  favitf'  l*c»avv  aid  fo  <*dn<M*ion  for  tlif*  ]>o<^r  :\h 

on«  part  of  a more  jrnDnral  iKilicy  lo  re<lif4nhnfc  income.  Aid  to  wlu^ 
cation  allraelivc  to  them  Uv'anw*  it  offrm  hope  of  a la<Min^  lon^nin 
fr-lirfrilmtion  accompli in  a w ay  wliirh  in  more  api>caling  to  many 
Amcriciuis  timn  ml-ain  olhrr  mrrmnms.  It  may  offer  advantaires  over, 
and  Iw  politically  more  acrv^ptalile  tlian^  lilM^ralization  of  welfare  or 
a {rnartnteiwi  annual  iiK‘<une,  ( If  rour«^\  1»y  natmv  it  can  work  only 
for  rf^vertHnin  H^^jrncnttti  of  <Jie  |><^?r,  it  nnnd  not  lx*  tlir  only  loo]  in 
nNliMrifmtion.  .\lf»o,  it  neces'-arily  tmi'-t  work  only  rallier  f»lowly, 

Tlie  Htrileirv  is  liowever,  ap|t<Mlinc  U*canse  it  1ia‘»^  less  of  flie  ^*^vc- 
away**  rinj,^  (Jinn  <»fher  iiieaMinrs  'Die  ai<l  tlie  rrvipient  pds  lias  an 
enormous  \ aliie,  hut  ii  also  mjuir>es  n ;nvat.  input  of  liis  own — his  time 
and  effort.  It  helps  him  create  wnethin*^  of  value  out  of  his  innate 
potential  which  js .already  then*,  .\nd  it  is  nnlislrilnition  which  is  only 
tempor.inly  at  the  exrK*ns<*  of  others,  for  it-  d<K*s  more  than  support* 
f imvnt  ^v»n>^umpti<ui.  Thi'^  l#v’4u^^f^  jt  raises  the  incr»me.s  and  .nf*pre- 

eiaiion  of  <Nlucation  in  pciijde  who  are  now  poor  and  thus  tends  auto- 
matically lo  create  the  financial  ahility  and  motivation  for  them  to 
iK^jiienilMsh.^ation  to  later ;^enenit  ions. 


IV.  CKNKKAI-  I.^.SrK.S  IN  1TIUA('  .MH 

Aid  to  hifrheretincatinii  can  1m* driven  in  n mimlK*rof  forms — scholar- 
ships,  loans  on  fa  vorable  terms  piarantn^l  loans  on  commercial  tenns 
crantsto  institutions, tax  crislitsto  parents,  and  many  others.  In  Chap- 
ter V.  I discuss  a iitinilK*r  of  forms;  and  a major  |K>int  tlien*  is  that 
diffemit  fonns  can  have  very  similar  effects  .and  thus  arc  ejuite  suh- 
Mitiitahle  for  e.ach  other.  Hut  then*-  are  some  {renoral  issuers  whieli  must 
be  resol ve<l  no  matter  wh.it.  specific  form  of  :ii<l  is|riven,:ind  then*soln- 
tjon  of  which  will  shape  the  details  for  any  particular  form.  1 disfuiss 
those  is'iues  in  this  chapter. 

While  some  of  the  isoies  can  Im*  partially  resolved  hv  nviort  to  **co- 
nomic  analysis,  many  of  them  r:uTnot,  for  I heir  resolution  deinnids  on 
the  basic  pmls  and  values  of  our  t^w  iety.  .\  society  worrie<l  .about  rapid 
;n^»w1h  in  convent  iomillv  iiieasunsl  economic  ma;^iitudes.  sndi  as 
ONI^  will  n*solvei^une  of  the  issues  differeutlv  t han  a s^iciety  worried 
more  alMuit  the  ipnility  of  life  and  ispiality  o(  ilistribiition  of  ineoine. 
While  they  are  not  iHwssarv  at  every  place  in  this  chapter,  at  the  out- 
set I make  the  foltowin;:  iissuniptioiis  ulxuit  the  values  most  jHHtple  in 
t3ii*^c<umtr>‘  stvm  toaca*pt : 

1.  lliylier  i*4hieation  is  pMs)  for  soci«*ty.  Wliile  many  |M*rsfms  invest 
heavily  tm  their  own,  for  a !:vrp'  tunnl>or  the  private  lH*uefit.s  alone  are 
not  sutficient  to  induce  them  to  invest.  The  external  Inmefits  of  their 
cslncatimt  ure  hM  to  soeiety  ludess  suhsidie^s  imMifferval.  Thest*  suhsidie.s 
are  pistifUsl  by  the  need  U\  induct*  investment,  not  hy  any  desire  to  n*- 
war«I  ]H*ople  who  would  lmvelHX»ii  eiioii;:h  to  invest  even  without 
them. 

i.  Kven  with  suhsidtes,  investment  in  hijrhered neat  ion  is  hifrhlv  cor- 
relates! with  iuc4UtMs  so  (Mhi(*atioind  eapitnl  is  ntUNjuatly  distrihnted. 
AJiJmu^li  n tar^a*  dejrrv  of  ineiiuality  in  eniisimiption*  of  thin^rs  in 
pmend  is  toler:it<*<l  in  American  S4H*iety,  in\estiiu‘nt  in  eihinition  is 
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regarded  os  an  exception,  because  She  doixindoncc  on  income  violatc3 
ucmality  of  op]>oil unity  for  vomi|r  peol)le  who  had  no  choice  on 
whether  or  not  to  Iv.  l)orn  info  lower  income  families.  Aid  to  education 
should  improve  equality  of  opportunity;  at  the  very  least,  it  should 
not  wont'll  tho  JistriDutmu  of  income. 

I shall  dieuss  various  issues  orm  by  one,  although  of  course  they  are 
VQVX  much  interrelate*!.  'I'ho  last  one  is  how  subsidies  ought  to  vary 
wifli  income,  and  is  raised  by  the  assumed  desire  for  equality  of  op|K>r- 
tunity.  To  avoid  comidicatmg  the  discussion  of  the  other  issues  with 
rcfcivnco  to  this  all  |>ervasivo  one,  the  reader  is  asked  to  assume  that 
until  the  issue  is  raisexl  explicitly  all  simlents  who  ultimately  benefit 
from  the  subsidy  are  from  tlic  same  income  level. 

How  Hm  Akk  tub  External  Beneitts? 

This  question  naturally  cannot  be  answered  completely  with  eco- 
nomic analysis,  because  even  the  external  benefits  which  arc  nairowly 
economic,  i.e.,  tlio  favorable  effects  on  economic  growth,  cannot  be 
qualified.  The  noneconomic  ones  an^  even  harder.  Tlio  an.swer  must 
come  out  of  some  social  consensus.  My  only  contribution  hero  will  be 
to  mention  a number  of  as|>ects  of  the  issue. 

It  is  foir  to  assume  that  the  social  evaluation  of  external  benefits  will 
vary  with  the  kind  of  e<hication,  in  tenns  of  the  content  and  the  type 
of  ^ucational  institution.'  Training  in  classics  may  be  seen  as  liaving 
more  or  less  ox  vmal  benefits  than  training  in  nuclear  physics;  ex- 
perience in  the  small  all-men’s  liberal  arts  college  more  or  less  than 
exiKTionce  in  f he  largo  «:o*wl  university.  In  Amenciin  history,  training 
in  the  nioch  aical  aits  and  agriculture  was  long  more  heavily  sub- 
subsidized oy  govormnont  than  the  liberal  arts.  Even  today,  graduate 
training  in  the  sciences  is  more  subsidized  than  in  the  niimanities. 
During  most  of  the  20th  ce/tury,  the  larger  part  of  government  sub- 
sidies have  gone  to  large  univL-sitics  rather  than  the  small  liberal  arts 
college. 

Until  relatively  recently  state  governments  presumably  have  felt 
the  external  l)Oiiofits  to  tlieir  populations  wore  large  for  education  in 
one  or  two  state  universities  or  m a clinin  of  small  t^hers’  colleges, 
and  iiiucli  lo^s.s  wortli  **oncerning  themselves  about  in  any  other  in- 
stitutions, which  wore  usually  gifted  only  exemption  from  property 
tax.  Such  values  have  changed  in  the  past  and  arc  likely  to  change 
in  the  future.  Note  how  external  benents  are  different  from  private 
benefits  in  this  matter.  The  state  docs  not  concern  itself  with  evalu- 
ating private  benefits  for  prospective  students.  The  responsibility  of 
gathering  knowledge  about  potential  income,  the  costs  of  various 
institutions,  and  details  of  programs,  and  the  final  choice  of  institution 
are  loft  to  the  family.  Consumer  sovereignty — investor  sovereignty, 
really— is  the  principle.  But  cxtcvTuiL  benefits  are  public  benefits, 
and  governments  must  decide.  It  makes  no  sense  at  all  blindly  to 
as^unie  they  arx^  simply  proportional  to  private  benefits.  The  success 
of  an  institution’s  program  in  providing  private  earning  power  in  the 
market  is  no  firm  guide  to  its  anility  to  provide  education  with  public 


' KnyHon,  Carl.  “Some  Gi*ncral  Observntiona  on  tho  Prlclnj:  of  Hlcbor  Eclucntlon.** 
Rci'lric  0/  A*coiiom{c«  and  ^*tatUtk»  (Supplement:  AiigUKt  luOO).  pp.  0S>00. 
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benefits.  some  institutions  are  widely  assumed  to  bo  quite  good 

at  producing  l>oth,  they  may  he  exceptions.  By  definition,  external 
benefits  are  ones  the  market  cannot  value.  There  is  no  sub^itute  for 
the  political  process  in  valuing  them.  This  does  not  moan  that  the  rou- 
tine operation  of  colleges  and  universities  neod  dragged  into  politics, 

or  that  the  legislature  cannot  regard  a wide  variety  of  institutions’  pro- 
grams as  Ixjing  equally  productive. 

A particular  question  in  valuing  external  benefits  is  quantity  versus 
quality.  Dollar  for  dollar,  is  it  more  valuable  to  educate  a few  to  a 
higher  level  or  niany  to  a lower  level?  Are  the  external  benefits  of 
1,000  students  being  educated  at  a college  wliich  spends  $2,000  per 
student  greater  or  1^  than  600  students  at  one  which  spends  $4,000 
per  student?  Are  they  greater  if  1,000  students  go  two  years  to  an 
institution  or  if  500  students  go  four?  Do  the  costs  incurred  by  the 
institution  really  have  anything  to  do  with  the  of  education, 

in  terms  of  o.xtemal  benefits,  in  ^e  first  place?  llie  answers  are  one 
factor  detennining  whether  tiie  rate  of  subsidy  is  constant  for  all  levels 
of  expenditiiie  by  a family,  or  whether  it  docl'mcs  at  the  margin  as 
total  expenditure  rises. 

Aid  to  Institotions  or  to  Sitjdents? 

This  is  one  of  the  oldest  issues.  Under  aid  to  institutions  I include 
State  operation  of  a public  college  or  university  which  cliargcs  tuition 
far  below  its  cost  of  operation.  The  persons  who  argue  in  favor  of  insti- 
tutional aid  seem  to  reel  that  only  in  this  way  wm  a subsidy  produce 
increased  quality  of  education,  winch  they  feel  is  desirable.  Tney  ap- 
parently asswno  the  natural  inclination  of  institutions  which  find 
themseh  as  with  more  funds  is  to  increase  quality  rather  than  to  lower 
tuition.  In  a moment  I shall  comment  on  tnb  assumption.  Those  who 
argue  in  favor  of  aid  to  students  feel  tliat  it  maximizes  the  scope  of 
choice  open  to  families  and  subjects  institutions  to  healthy  competition. 

However,  if  the  alternatives  arc  aid  to  a wide  variety  of  institutions 
and  aid  to  students  which  can  be  used  by  them  in  a wide  variety  of 
institutions,  there  may  be  little  difference  in  the  result.  Consider  the 
situation  where  colleges  compete  vigorously  for  ^udents,  a fair  de- 
scription of  the  private  college  sector  in  the  United  States.  A wide 
variety  of  institutions  offer  a wide  variety  of  educations.  Some  feature 
high-cost,  high  quality  (high  faculty-student  ratio^  good  laboratories 
and  libraric0  packages,  some  low-cost,  low  quality  packages.  The 
packages  differ  greatly  in  other  dimensions  as  well  (specialization 
in  programs  ana  majors,  composition  of  student  body,  location), 
which  are  neither  hero  nor  there  as  far  as  ciualii  y is  concerned.  Each 
institution  appeals  to  a somewhat  distinct  client cle  in  the  population. 
Now  assume  public  aid  is  offered  to  all  institutions,  say  in  the  form  of 
a flat  sum  per  student.  Each  institution  can  choose  to  use  the  funds  to 
raise  the  quality  of  its  package,  or  to  use  tlieni  to  hold  quality  con- 
stant and  lower  the  tuition  it  cliarges,  or  some  cooibiuation  of  the  two. 
It  must  decide  what  kind  of  clientele  to  appeal  to.  What  it  does  will 
depend  on  who  is  on  its  board  of  trustees,  on  wJicther  there  are  pres- 
sures by  the  faculty  for  better  students,  on  the  kind  of  clientele  it  has 
appealed  to  in  the  past,  and  a host  of  other  tilings.  No^  every  insti- 
tution will  choose  tno  same  strategy.  A wide  variety  of  results  will 
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occur,  and  families  will  have  considerable  choice.  Some  will  be  happy 
to  get  higher  auality  and  pay  the  same  price  as  before,  others  will 
prefer  to  buy  tlio  same  quality  iis  before  lor  the  lower  price. 

WHiat  would  have  haopenecl  if  aid  had  been  offered  to  the  students, 
say  in  the  form  of  a schcilar.ship  usable  at  any  institution  ? Every  family 
would  then  have  the  choice  between  using  the  scholai*ship  to  reduce  the 
expenditure  out  of  its  own  pocket  and  still  buy  the  same  education  as 
before,  and  using  it  to  add  to  its  own  expenditures  so  it  can  improve 
quality.  Some  will  prefer  to  do  one,  some  the  other,  and  many  some  of 
both.  Colleges  and  imivei-sity  trustees  know  this,  and  so  they  have  a 
choice  too.  It  is  the  same  choke  as  in  the  previous  case.  They  can  hold 
the  line  on  quality  and  price  or  they  can  raise  both  quality  and  tuition. 
Many  different  combinations  are  viable  as  long  as  there  is  diversity  in 
the  population.  We  would  expect  the  same  diversity  of  results  to  occur 
as  under  institutional  aid,  therefore.  A family  desiring  higher  quality 
education  wdll  likely  find  it  under  either  kind  of  aid,  and  so  will  a 
family  desiring  a lower  price. 

This  leads  to  the  conclusion  that  if  most  institutions  would  choose 
to  upgrade  quality,  as  the  proponents  of  institutional  aid  assume  they 
would,  it  would  be  because  most  families  are  happy  with  that  outcome 
and  would  choose  higher  gudlity  if  aid  were  given  directly  to  them.  In 
a .system  where  there  is  competition  for  students,  this  is  the  only 
explanation  why  most  institutions  would  feel  they  can  get  away  with 
raising  quality. 

From  the  point  of  view  of  government,  the  results  are  quite  satis- 
factory if  it  believes  that  external  benefits  are  roughly  proportional,  to 
the  cost  of  education,  i.e.,  that  quality  counts.  If  it  docs  not  believe  this, 
then  it  better  spend  its  money  if  it  makes  sure  the  final  result  is  a 
lower  price  for  the  same  quality  education  as  before.  But  if  the 
appropriate  strings  are  tied  to  the  aid,  again  it  would  not  seem  to  make 
much  difference  whether  it  was  given  to  students  or  to  institutions. 

Tliis  has  ignored  administrative  costs.  They  are  probably  much 
lower  if  aid  is  given  to  institutions,  and  this  is  an  argument  in  favor 
of  aid  to  institutions,  as  long  as  the  aid  is  given  to  a wide  variety  of 
institutions.  If  government  gives  aid  to  only  one  or  to  a few,  as  state 
governments  often  do,  it  is  no  longer  true  that  the  two  kinds  of  aid 
produce  the  same  results.  State  governments  have  always  given  the 
overwhelming  bulk  of  their  aid  in  the  form  of  operating  low-tuition 
state  colleges  and  univeisities.  Even  in  states  where  there  are  a good 
number  of  such  colleges  and  university  branches,  a student’s  choice  is 
obviously  much  more  limited  than  if  he  had  received  a scholarship  he 
could  use  at  any  institution,  public  or  private,  in  the  state  or  out. 
The^  institutions  receiving  the  aid  still  have  the  options  described 
earlier,  but  now"  their  freedom  is  limited  only  by  the  elasticity  of  de- 
mand of  the  whole  market  facing  them,  not  bv  the  price  and  quality 
competition  of  other  institutions.  The  elasticity  of  demand  for  the 
whole  market  is  much  lower  than  for  the  product  of  one  institution 
competing  against  many  others.  It  would  be  much  oaa&v  in  the  situa- 
tion for  the  few  aided  institutions  to  impose  a higher  level  of  quality 
on  the  market  than  the  market  would  choose  in  a more  competitive 
situation.  A rise  in  quality  might  then  not  be  due  to  overAvhelming 
demand  for  it,  but  rather  to  the  tastes  and  energy  of  the  trustees.  But 
of  course  the  quality  standards  imposed  on  the  population  may  turn 
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out  to  than  tlis  population  would  choose  if  tliere  were  competi- 

tion in  the  offering  of  snosidized  education : Low  quality  level  cannot  be 
attributed  automatically  to  overwliclming  demand  in  this  case  either; 
again,  it  may  rather  be  explained  by  the  tastes  or  energy  of  the  trustees. 

If  the  issue  of  student  aid  or  institutional  aid  is  raised  in  the  con- 
text of  Federal  policy,  there  would  seem  to  be  no  danger  that  insti- 
tutional aid  would  be  limited  to  so  few  institutions  as  to  allow  to 
pei*sist  a quality  standard  greatly  at  variance  with  popular  desires. 
The  danger  would  probably  be  greater  in  the  context  of  state  policy, 
and  those  who  argue  strongly  for  aid  to  students  may  see  the  only 
alternative  as  aid  to  only  a few  institutions.  They  see  the  dangers 
of  limiting  aid  to  a few  institutions  as  greater  than  the  opportunities 
such  concentration  may  have,  such  as  economies  of  scale  or  the  crea- 
tion of  special  kinds  of  social  benefits  valuable  to  the  state. 

Federal  Government  and  State  Governments:  How  Big  a Kolb 

EOR  Each? 


A correct  allocation  of  resources  to  higher  education  in  a country 
requires  not  merely  public  subsidy,  but  also  the  proper  division  of 
subsidy  by  level  of  government.  In  a federal  system,  the  society 
cannot  roly  on  each  state  government,  acting  independently,  to  finance 
benefits  which  accrue  extoxnally  to  their  own  states.  State  A’s  sizeable 
expenditure  on  higher  education  may  reflect  public  opinion  that  there 
are  large  benefits  external  to  individuals  but  internal  to  the  State  A. 
But  State  A cannot  bo  expected  to  count  as  public  benefits  the  edu- 
cation provided  for  i*esidents  who  later  leave  the  state,  or  the  bene- 
fits to  the  rest  of  the  nation  from  a better  educated  population  living 
and  working  in  K? 

In  addition  to  the  usual  kinds  of  external  benefits  related  to  a 
“better  society”  broadly  defined  and  to  rapid  economic  gi*owth,  there 
are  some  fiscal  oft’ects.  If  educa^iion  raises  a person’s  income  it  will 
almost  certfiinly  increase  the  amount  of  state  tax  revenue  collected. 
This  source  of  tax  revenue  is  lost  to  the  state  if  the  person  moves 
away.  Such  losses  may  be  much  empliasized  in  popular  discussion. 
However,  higher  income  people  may  also  use  more  public  services  and 
so  add  to  the  state’s  expenditure  as  well.  If  the  person  leaves,  both 
tax  revenue  and  expenditures  fall,  and  there  is  a loss  to  the  state  only 
if  the  not  change  is  unfavorable,^  If  the  net  change  is  unfavorable, 
the  state  has  captured  less  of  the  extemal  benefits  its  educational 
effoits  were  designed  to  capture.  The  state  to  which  the  person  moves 
may  receive  the  benefits  from  the  first  state’s  efforts,  including  all 
the  “better  society”  benefits,  plus  a fiscal  benefit  if  the  new  resident’s 
tax  payments  exceed  the  extra  cost  of  providing  him  public  services. 

While  the  state  authorities  cannot  predict  exactly  whether  an  edu- 
cated person  will  leave  the  state,  they  may  generally  discount  the 
benefits  of  higher  education  because  of  migration.  Weisbrod  notes  the 


the  general  diseussion  by  Burton  Weisbrod  in  External  Benefits  o)  Higher  Ediicn^ 
tionj  Prliioefon  University,  1964,  nassim.  Considerable  stress  is  put  on  benefits  external  to 
a state  in  Hnnsen,  W.  Leo  and  weisbrod,  Burton,  Benefits  and  Costs  of  Pubifo  Higher 
Education  in  California,  a report  to  the  Joint  Committee  on  Higher  Education  of  the  Culi- 
fornlii  Leglslatiure,  Madison,  Wisconsin,  1967  (mlmeo). 

< Weisbrod,  nnd  Hanson  nnd  Weisbrod  stress  the  Importanee  of  this  net  ehange  in  dis* 
cussing  the  effeets  of  migration  on  the  ability  of  states  to  capture  tlie  social  benefits  created 
by  their  expenditure.  Weisbrod,  External  Benefits,  pp.  69-94  ; Hansen  and  Weisbrod,  Benefits 
and  Costs,  pp.  I-IO,  II-6. 
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complaints  of  public  officials  about  the  migration  losses  of  educated 
people ; he  quot^  one  public  statement  fi’om  a state  college : ‘‘We  invest 
thousands  of  dollars  m rearing  and  educating  growing  people — only 
to  find  them  migrating  to  other  areas.”  ^ Although  such  discounting 
may  not  be  explicit,  we  may  presume  it  happens.  The  higher  tuition 
charges  to  nonresidents  at  state  universities  clearly  indicates  states 
know  the  difference  between  internal  and  external  benefits.  The  strong 
academic  specialties  of  some  state  universities,  obviously  related  to 
their  own  states’  economies,  are  additional  evidence.  Jencks  has  said, 
“Only  a few  public  institutions  have  sought  and  obtained  national 
constituencies,  and  none  encourage  this  at  the  undergraduate  level.”  ® 
This  and  common  sense  suggest  strongly  that  a state  will  leave  to  some- 
one else  education  which  does  not  benefit  its  own  population. 

The  hypothesis  that  a state  will  spend  less  on  higher  education  when 
a large  part  of  the  total  benefits  are  external  has  not  been  adequately 
tested  in  econometric  analysis.  However,  Weisbrod  tested  it  for  expend- 
iture on  elementary  and  secondary  education.  He  found  a statistically 
significant  negative  correlation  between  current  education  expendi- 
tures per  student  by  a state  in  1961  o>rd  the  net  out-migration  of  popu- 
lation from  the  state  during  the  1950’s^  even  after  holding  constant 
Several  other  important  variables  which  influence  expenditure : income, 
federal  aid,  state  aid  to  local  school  districts,  prevalence  of  private 
schools,  racial  composition  and  division  of  enrollment  between  ele- 
mentary and  secondary.  Weisbrod  found  that  for  states  having  had 
net  out-migration,  on  the  average  a one  point  increase  in  the  percentage 
oiit-inigi’ating  was  associated  with  a $4.04  decrease  in  expenditures  per 
student.  On  fiie  other  hand,  in  states  having  had  net  in-migration,  the 
rate  of  net  in-migration  and  expenditures  were  not  significantly  cor- 
related positively  or  negatively.  This  siigg;ests  that  net  out-migration 
depresses  expenditure,  out  net  in-migration  does  not  raise  it.  The 
effects  of  migration  do  not  cancel  out : states  losing  population  this 
way  reduce  quality  of  education  because  some  benefits  are  external, 
while  states  gaining  population  do  not  raise  their  quality.® 

While  this  test  is  only  for  elementary  and  secondary  education  the 
effect  may  be  even  stronger  for  higher  education,  because  the  probabil- 
ity of  migration  increases  as  educational  attainment  increases.^  And  a 
state  may  be  even  less  confident  that  expenditure  on  higher  education 
will  have  the  offsetting  effect  of  attracting  new  residents  that  expendi- 
ture on  primary  and  secondary  education,  because  where  people  live  is 
not  as  crucial  for  the  kind  of  higher  education  tlieir  children  get  as 
it  is  for  the  lower  education.® 

As  a general  principle,^  the  fraction  of  the  total  public  subsidy  de- 
frayed by  a political  jurisdiction  should  be  the  share  of  benefits  ex- 
ternal to  the  population  of  the  jurisdiction.  A local  government  should 
offer  high  subsidies  if  a large  proportion  of  benents  are  external  to 
the  individual  but  internal  to  me  locality;  a state’s  payment  should 
depend  on  the  benefits  external  to  the  locality  but  internal  to  the  state. 


* WelBbro^  Ewtemal  Beneftta,  p.  102. 

® Jencks,  Christopher,  “Diversity  In  Higher  Education,”  In  U.S.  Office  of  Education, 
Contemporary  laauea  in  Amerioan  Education,  Bulletin  1966,  No.  3,  USGPO,  Washington, 
1965,  p.  61. 

® Weishrod,  Ewternal  Benefita,  pp.  6-7, 100-116. 

’/6id.,p.48. 

>As  Independent  ohservers  of  California,  Hansen  and  Weishrod  conclude  that  It  Is  very 
doubtful  that  California’s  high  expenditure  on  higher  education  has  really  had  much  favor- 
able effect  on  the  location  of  new  residents  and  nrms  In  the  state  as  a whole.  Hansen  and 
Weisbrod,  Benefita  ond  Costs,  pp.  ll-27e-27g. 
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Tile  Federal  Government  ^should  assume  responsibility  for  the  rest. 
Theoretically,  the  scheme  is  simple,  but  in  2iractice  it  is  impossible  to 
implement  precisely.  Exteraal  benefit  depends  on  whether  iieople 
migrate  after  gaining  education,  so  tlie  ajppropriate  shares  are  not 
known  at  the  time  e(mcation  is  financed.  It  migration  were  the  only 
cause  of  external  benefits,  a possible  arrangement  would  be  to  have 
the  state  where  the  student  lives  pay  the  whole  subsidy,  but  be  eligible 
for  a refund  from  the  Federal  government  on  any  resident  who  moves 
away.  In  practice,  some  other  rougher  allocation  procedure,  based  on 
recent  migration  trends,  would  have  to  be  used. 

Of  course  migration  is  not  the  only  cause  of  external  benefits,  so 
other  things  must  be  taken  into  laccomit  in  determining  the  precise 
shares  of  each  government  level.  Plowever,  the  migration  effect  does 
mean  that  state  financing  of  higher  education  has  more  external  bene- 
fits for  some  states  than  others,  which  implies  that  the  Federal  share 
should  not  be  uniform  for  all  states.  Federal  aid  should  vary  with  the 
home  state  of  the  student  ultimately  subsidized.  This  kind  of  dis- 
crimination would  cause  political  problems,  of  course.  However,  it 
is  consistent  with  the  logic  of  using  a subsidy  to  correct  for  external 
benefits. 

OxE  Donor  Aiuong  Many  Doxons 

The  higher  education  community  relies  on  some  Dources  of  financing 
which  are  public-spirited  but  private:  alumni,  wealthy  individuals, 
corporations,  and  foundations  give  subsidies  of  their  own  to  colleges 
and  to  students.  Government  must  decide  what  its  own  strategy  should 
be  in  the  light  of  these  philanthropic  subsidies.  Should  public  aid  be 
given  without  regard  to  how  well  the  recipient  does  ia  getting  the 
p'hilanthropic  subsidies  ? Or  should  government  take  them  into  accoui  it, 
cutting  back  its  aid  to  students  and  institutions  who  are  getting  a good 
deal  from  the  others?  Or,  should  it  actually  promise  more  to  those  who 
win  support  from  elsewhere,  as  an  incentive  to  work  hard  to  win  it?  In 
addition  to  this  question  for  the  public  sector,  there  is  a similar  ques- 
tion for  a particular  govemment^tat©  or  Federal — of  how  it  should 
react  to  aid  by  other  governments,  as  well  as  aid  by  private  donors. 

Perhaps  the  most  difficult  problem  raised  by  the  multiplicity  of 
donors  is  that  some  give  so  unevenly,  favoring  some  places  and  not 
others.  Alumni  and  state  and  local  governments  are  both  examples. 
Should  the  Federal  government  give  less  to  a Harvard  or  a Eoohester 
because  of  its  enormous  endowment?  Should  it  give  a smaller  scholar- 
ship to  a poor  student  at  a low  tuition  state  university,  relying  on  the 
state  to  continue  its  own  contribution  ? 

This  is  a separate  problem  from  the  one  which  always  faces  the 
Federal  government  in  designing  any  scheme  for  grant s-in-aid.  When 
external  benefits  are  involved  it  is  natural  for  the  donor  to  condition  a 
grant  on  some  contribution  by  the  recipient — some  local  effoi't.  Such  a 
condition  attached  to  Federal  grants  for  higher  education,  either  to 
students,  or  to  colleges^  or  to  states,  would  be  natural  because  there  are 
both  private  and  public  benefits,  and  because  there  are  both  localized 
and  national  public  benefits.  But  even  if  the  donor  is  committed  to  pay 
only  a fraction  of  certain  costs,  the  question  is  whether  the  fraction 
should  vary  according  to  the  extent  other  donors  supply  funds. 

It  is  interesting  that  some  philanthropic  donors  frequently  use  the 
incentive  feature.  The  best  known  example  of  this  is  the  foundation 
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“challenge  grant,”  but  individual  donors  may  use  it  as  well.  Some 
Federal  aid  programs,  but  not  all,  are  on  a matching  basis,  and  the 
institution  is  perfectly  free  to  raise  its  own  share  from  other  donors. 

If  goveniment  gives  on  the  incentive  basis,  there  is  the  problem  that 
some  of  the  subsidy  may  ultimately  benefit  students  who  are  ali^ady 
heavily  subsidized  by  other  sources.  This  may  be  hard  to  justify.  The 
fact  that  the  other  donors  are  private  and  do  not  raise  their  money  by 
taxes  will  not  necessarily  blunt  criticism.  People  may  see  little  differ- 
ence, in  fact,  between  public  sales  taxes  to  raise  money  for  educational 
subsidies  and  the  use  of  part  of  what  customers  pay  for  a firm’s  prod- 
ucts for  donations,  either  directly  by  the  firm  or  indirectly  because  a 
foundation  owns  the  firm’s  stock.  On  the  other  hand,  if  goveniment 
tries  to  even  out  the  distribution  b}^  granting  aid  inversely  to  what 
comes  from  elsewhere,  it  nms  the  risk  of  the  other  sources  cutting  back 
their  own  aid  in  the  belief  that  goveniment  will  make  it  up.  If  a 
Federal  scholarship  program , for  example,  made  the  stipends  a fixed 
fraction  of  tuition,  inanj^  public  institutions  might  be  tempted  to  raise 
the  proportion  of  their  costs  defrayed  by  tuition,  hoping  that  any 
adverse  effects  on  lower  income  students  would  be  prevented  by 
increased  Federal  expenditure. 

Not  eveiwone  would  say  that  is  a bad  thing.  Besides  the  widespread 
unhappiness  with  the  income  distribution  impact  of  the  public  system, 
there  is  uneasiness  about  the  so-called  crisis  in  private  education.  For 
the  Federal  government  the  crisis  makes  this  whole  question  tricky. 
Private  institutions,  especially  some  small  liberal  arts  colleges  and  some 
particular  univeisities,  have  found  it  difficult  to  compete  in  the  face 
of  the  enonnous  price  advantage  state  schools  offer.  Some  have  been 
absorbed  into  state  systems.  In  a federal  system  states  rightly  have 
considerable  autonomy  to  support  goods  and  services  their  govenmients 
think  are  socially  worth  while.  The  state  govemmente  have  chosen  to 
subsidize  education  in  a particular  way.  Even  if  many  people  think  this 
is  regrettable,  the  Federal  govermnent  may  want  to  accept  the  situa- 
tion, making  no  effort  to  restore  balance  between  public  and  private 
institutions,  or  among  institutions  of  various  sizes  and  characteristics. 
This  hands-off  policy  would  be  consistent  with  confidence  in  consumer 
sovereignty  and  reliance  on  the  market  to  reward  the  truly  high 
quality,  innovative  piivate  institutions.  On  the  other  hand,  there  is  the 
fear  that  unless  the  Federal  government  delibemtely  offsets  the 
imeveness  of  public  subsidy  private  education  will  fall  too  far  by  the 
wayside,  mth  the  loss  of  the  diversity  so  valued  in  American  higher 
education.  That  is  a result  the  nation  may  not  want  to  let  come  out  of 
the  interaction  of  the  states’  policies  and  the  market. 

How  Shoxilb  Aid  Vatiy  Income? 

This  issue  is  inteia'elated  with  the  others,  for  several  reasons.  One 
reason  is  that  the  public  donor  can  itself  determine  the  income 
distribution  effect  of  its  actions  if  it  gives  aid  directly  to  students. 
If  it  gives  aid  to  institutions,  on  the  otlier  hand,  it  loses  this  control. 
This  IS  so  unless  it  can  control  the  institutions’  pricing  policies,  which 
determine  how  the  subsidy  is  transferred  to  students.  Another  possi- 
bility^ is  if  institutions  have  very  homogeneous  student  bodies,  so 
that  in  choosing  to  help  a particular  one  the  donor  automatically 
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all  tJiw  Mnilents  riic  f-Muo  rominisi  inirion  liwl  otirr  aid  lo  oerlain 
dents,  periiaps  iJjp  very  able  ones,  or  the  very  fvxir  ones,  nr  IkviJi.  Hut 
s^mleiil  aid  is  not  s^>  plenrifiil  to  iro  veH'  far  in  that  diredion  even 
in  llie  private  wetor,  and  it  is  even  less  im[>on4iTii  a factor  in  Oic 
public  sector.* 

Another  wawn  wby  the  inrome  isstie  is  intertwine*!  wiUi  other 
if^isues  is  lliat  hifrlier  inronic  families  may  not  nwl  public  aid  as  an 
inducement  <0  buy  a ctdiepe  wluration,  but  the  price*  may  make  mow 
‘lifTerytiw  for  the  quality  of  the  e*luration  they  are  willinir  to  pay  for. 
If  ibis  is  true,  then  the  i^siic  of  wlieilier  increased  quality  jrives  as 
niiirb  in  extenial  benefits,  per  <lollar  of  cost,  as  tlio  quantity  ol  oduca* 
tioii  is  im|>orta4its  Tliis  is  so  Ixvause  opinions  on  that  issue  tieienniiie 
whether  |^plc  judge  that  helping  the  rich  pay  for  higher  education 
has  siiflicicnt  external  l>encfits  to  olTset  any  undesirable  effoct  on 
equity. 

Some  may  feel  that  subsidies  need  not  vary  inversely  with  family 
income  of  the  student.  Wlmt  is  more  relevant,  it  is  argued,  is  the 
future  income  of  the  student  himself.  If  aid  allows  a student  to  buy 
n lot  of  education,  it  will  likely  pay  off  in  higher  income  later.  Me 
have  nnule  it  possible  to  take  the  |K>sition  that  as  a gcijcral  rule  o.m/ 
subsidies  will  tend  to  go  to  the  rich ! One  implication  of  this  would 
bo  that  govemment  should  make  raighty  efforts  to  make  loan  funds 
available  to  .students,  but  the  students  should  l)o  expected  to  repay  the 
money,  with  interest.  This  would  mean  no  subsidy.  The  only  reason 
for  subsidy  would  be  to  corrool:  for  external  benefits;  no  additional 
subsidy  is  necessary  for  income  distribution  reasons.  Jloroover,  if  one 
doesn’t  believe  there  are  important  external  benefits,  there  is  no  case  for 
subsidies  at  all.  Consider  the  following  statement  of  this  view: 

It  is  eminently  desirable  that  every  youngster,  regardless  of 
Jiis  parentvS’  inw>me,  social  position,  residence,  or  race,  have  the 
opportunity  to  get  higher  schooling— he  is  wilting  to 
j>ay  foy  it  cither  currently  or  out  of  the  higher  income  the  school- 
ing will  enable  hipi  to  earn.  There  is  a strong  cose  for  providing 
lam  funds  suflicient  to  assure  opportunity  to  all.  * ♦ * There 
is  no  case  for  subsidizing  those  who  get  higher  education  at  the 
expense  of  those  who  do  not. 

The  gn^t  problem  with  higher  schooling  today  is  not  that  we 
are  spending  too  little,  but  that  we  are  spending  too  much  * * ’*, 
Our  str^e  colleges  and  universities  are  burdened  with  youngsters 
wlio  value  the  schooling  they  are  getting  at  what  (hoy  have  to 
pay  for  it — namely,  zero.  ♦ * ♦ 

The  way  to  bi'ouden  educational  opportunity,  raise  the  quality 
of  college  schooling,  and  simultaneously  lower  governmental  ex- 


Stiucmont  by  David  Trumnn  cltod  in  the  next  chapter.  Bucpcstlnj:  t\mi  many 
'*puW?c*%o?nt«l^^  put>ac  In  how  ^*ell  they  represent  society  Ui«n  tliclr 
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ihal,  fK^ioplf*.  value*  whiii  they 
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It  i»YK‘»hap*K  nwfsil  to  a pUu«*i?7lc  pmjK»««il  wlii^h  % ncT*«»>on 

m:rht  wip}>or1  if  W Milh  Mirh  ar^piTrH^^itis  yH  focls  trie  di»* 

triuutjonw  from  the  publif:  jnirise  ftJiould  IxAJi  varj'  jnvem*ly  \\iUi  fam- 
ily inevurw  «ml  irix^  adf^piate  inneiitivi^  fc*r  quality  cvlur^tjon.  ITiis 
jmq>owi1  atirmjJtM  to  avoj<l  tvitulfallfti  for  iHIcr-otf  familioHi  arul  yet 
pn^wne  wome  ine/ntivo^  for  lliem  to  flomand  quality.  Ix*t  tlierr*  be 
oitfvrt  aid  to  a M intent,  ii^  lon^r  an  Im  or  h<*r  familyV  eX|M’nditun*  ex- 
ofVHlfi  f»«une  minimiam  level,  Thifi  mininmm  leveJ  would  Iw  ^vater  for 
hiirhcr  income  frimiliefS  making  lliein  pay  more  out,  of  their  own 
|KK’ket,s  than  |^w  ones,  IhU  then  make  the  ai<l  a lar;r(*r  and  latirer 
fraction  of  manrinal  cxjftmdilun*  as  total  ex|HMiditum  rises.  The 
student  fnmi  an  upjM*r*nuddle  income  familv,  tnerelv  to  ^rive  an  ilhi- 
^irative  example,  mijjhf  rxveive  no  aid  if  fie  s|x*ncls  only  in 

tuition  and  fees.  $100  if  he  sjrends  $'2r)0  if  he  spends  $2,000; 

$4.>0  if  he  sjiemls  $2,500;  etc.  The  su!>si<ly  rate  is  thus  20  |>er  cent  ou 
the  first  $500  alKive  tlie  minimum,  **I0  j>cr  cent  on  tlio  next  $5(KI,  10  per 
cent  on  llic  nc>xt  $^>00.  This  concentrates  public  asslstiince  at  the  mar- 
gin, where  it  is  likely  to  make  a dilTorence.  For  a i>por  family,  the 
minimum  level  might  l>c  7x>ro,  and  the  marginal  subsidy  percentages 
larger. 

V.  PARTICULAR  PURLTC  PROGRA^fS 

In  this  wtion  I shall  <lescrihe  some  of  the  more  tt^hnical  fentnres 
of  the  various  forms  in  which  the  public  sector  ciiii  give  aid  to  higlier 
education.  Some  of  them  am  possible  ways  of  minting  subsidies; 
others  are  ways  of  improving  the  operation  of  capital  markets  for 
tlio  private  financing  of  education.  The  forms  iiicliidod  are:  public 
scholarships,  favoiySilo  loans  to  students  (guamntced  lotuis,  sub- 
sidized loans)  contingent  repayment  plans  (or  “Educational  Oppor- 
tunity Banks”),  income  tax  relief,  work-study,  grants  and  favorable 
loans  for  buildings  and  equipment,  and  more  general  grants  to  institu- 
tions, including  the  operation  of  low-tuition  schools  by  the  govern- 
ment itself.  I have  imiored,  however,  another  kind  of  assistance  which 
might  have  been  included.  That  is  the  encouragement  by  government 
to  individuals  to  donate  money  and  property  to  colleges  and  univer- 
sities by  allowing  tliom  tax  deductions  for  such  gifts. 

Currently,  State  and  local  governments  give  the  bulk  of  tlieir  aid  in 
one  form,  general-purpose  grants  to  institutions.  The  Federal  govern- 
nient  uses  a much  greater  variety  of  forms.  No  effort  is  mode  here  to 
give  an  account  of  the  history  or  (fetails  of  the  major  Federal  programs. 
But  some  of  them  are  mentioned  briefly  as  examples  in  the  various  sec- 
tions of  the  chapter.  For  that  reason,  Table  6-1  presents  a condensed 
version  of  a tabulation  of  Federal  aid  programs  in  fiscal  year  1968  pre- 
sented in  a recent  Department  of  Health,  Education,  and  Welfare 
report  to  the  President^  It  should  be  realized  that  what  expenditures 
should  be  ^lled  aid  to  higher  oducation  is  not  always  clear  and  that 
the  tabulation  is  just  one  version. 

*^MUtoD  Friedman,  **Ttio  Higher  Schooling  In  America,**  contribution  to  sympoBlum 
on  “FlnirndM  Higher  Education?*  The  Puhlio  Intereet,  Spring  1008,  pp.  100-112.  EmphasiB 
In  original.  Iriedman  favors  a contingent  repayment  loan  ^an,  as  explained  in  the  next 
chapter, 

\u.S.  Departoent  of  Health,  Education,  and  Welfare,  Toward  a Long-Range  plan  for 
Federal Pinanoial Support  forHigher Education,  (mlmeo),  1060,  pp.  48-53. 
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TABJJir#  r— forbid  to  higher cdncQU(^n,  /PCS  {etUmoted) 


MiUiont 

Total ^%8:o 


lU'iWirch  and  dcrdoinncnU-,-^... ...... .... 2,H7 


t*nlv(*r^ltJf»«  ...................  1,449 

rnhrrikii.v*ni;itinp^  n*nlora (JJ»8 


ra«^IUtIca  and  cqul^tnrnt ...... OSC 


lllulii^r  {fluent ion  rncllltloa  Act: 

(Irnnfit  ...... .... 307 

150 

MlHccltnncouN lO 

Lib**.»-y  rcAourxx»«.. ..... ....  20 

Hcnit^i  Miicntion  ond  roM^arch  facilities  (l*ubllc  Health  Service) 174 

H«*fst»arch  facilitic«(  and  <Mulpment  (Xatlonat  Science  roundation) 10 

Coiltxe  hotminf;  Ioann  ( IH'parimcnt  of  Housing  and  Urban  Develoj)- 

mcnl) ..... 250 

Other  ^ 

Institutional  grants ... 280 


Dovclopiag  institutions ...... 30 

Land  grant  coll  egos 15 

Health  training  (Tubllc  Heiilth  Service) ... 79 

Instilutlonnl  development  grants  (National  Science  Foundation) 85 

Computer  activities  supportgrants  (National  Science  Foundation)..  23 

Other  65 


Training  grants 303 


Institutes  for  teachers 40 

National  Institutes  of  Health  grants .... .... 238 

Institutes  and  conferences  (National  Science  Foundation) 38 

Other  77 


Fellowships  and  traineeships 320 


National  Defense  Education  Act  graduate. ..... ..... ...  87 

Teacher  fellowships 28 

Public  Health  Service I.IIII.IZ  89 

National  Science  Foundation .... ...... OO 

Other  II I..III.  60 


Undergraduate  student  support 494 


Educational  opportunity  grants 133 

Insured  loans ' 33 

National  Defense  Education  Act  loans  ^ I 184 

Work-study 134 

Other  6 


Other  student  support 082 


Veterans  allowances 412 

Social  security  benefits  to  students 432 

Employee  training  in  educational  institutions 06 

Other  42 


Federal  schools  and  academies .... 158 

Agriculture  extension — I.IIIIII  81 

Other  mill  22 


^ Small  fractions  were  for  graduate  students. 


Source : U.S.  Department  of  Health,  Education,  and  Welfare,  Toward  a Lono-Ranae  plan 
/or  Federal  Financial  Support  /or  Higher  Education  (mlmeo) , 1909,  pp.  48-63. 
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PUDUO  SCHOLARSHIFB 

By  a public  scliolarship  I mean  a government  grant  of  money  to  a 
stuJoiit,  conditional  only  on  liis  using  it  to  attcncT some  approved  col- 
lege or  university,  or  a student  grant  from  a college  linanccu  by  a gov- 
ernment grant  made  to  the  college  conditional  only  on  the  grant  being 
used  to  increase  student  aid. 

A scholarship  has  the  advantage  of  being  easily  understood  by  the 
recipient^  and  of  thus  making  him  fully  auiirc  of  opportunities.  It  is 
more  easily  understood,  for  e.\ample,  tnan  a subsidized  loan  of  com- 
parable value.  It  can  be  easily  tailored  to  meet  the  requirements  of 
the  general  strategy  of  public  aid.  If  it  is  a general  policy  to  aid  pooi*er 
students  more,  the  scholarships  can  be  awarded  accordingly.  If  it  is  to 
emphasize  quality  by  olTering  aid  to  gifted  students  from  oven  high 
income  families,  the  scheme  can  bo  adapted  to  this  goal  as  well.  This 
is  true  even  if  money  is  pven  indirectly  through  colleges,  although  of 
coui*se  steps  must  be  taken  to  make  sure  the  institution  e.\tends  aid  in 
the  desired  way. 

If  the  funds  are  chaimeled  through  institutions,  a student  applies  for 
a scholarship  when  he  ap^ilics  for  admission.  If  income  is  relevant 
under  the  plan,  ho  attaches  a statement  of  family  income,  perhaps  a 
copy  of  a tax  return,  to  his  apiilication  for  admission.  The  college 
evaluates  the  student’s  non-income  characteristics  just  as  it  does  now, 
setting  intellectual  and  other  standards  for  its  student  bo<ly.  It  awards 
public  seholai*sliiiJS  to  applicants  according  to  criteria  laid  down  by 
the  goverimient,  and  an  ajijilieant  leanis  of  his  award  when  he  oj^eiis 
his  acceptance  letter.  He  knows  his  prospective  financial  situation  fully 
before  having  to  commit  himself  to  a college.  If  he  receives  a grant  and 
accepts  admission,  the  institution  claims  the  amount  from  the  govern- 
ment and  credits  lus  account.  The  reports  and  claims  of  both  student 
and  college  arc  naturally  subject  to  government  audit. 

If  the  government  makes  awards  directly  to  students,  the  adminis- 
trative costs  are  presumably  higher  because  the  public  authority  must 
deal  independently  with  each  applicant,  rather  than  having  much  of 
the  paperwork  bo  a normal  part  of  the  college  admission  process  (how- 
ever, even  under  the  other  scheme,  colleges  have  a larger  work  load 
processing  applications,  and  should  be  compensated  by  the  govern- 
ment for  extra  costs).  A student  applies  directly  to  the  public  autlior- 
ity,  submitting  the  same  information  as  in  the  other  case.  It  would  be 
good  if  the  government  announces  awards  well  before  he  has  to  decide 
where  to  go  to  college,  since  the  point  of  the  award  is  to  widen  the 
scope  of  his  choice.  After  the  stud^ont  tells  the  authority  where  he  in- 
tends to  go,  it  gives  the  money  to  the  institution  in  question. 

By  putting  suitable  strings  on  institutions,  government  can  insure 
that  the  ultimate  holders  of  scholarships  are  the  kinds  of  students  it 
wants  to  support,  even  if  it  does  not  select  them  itself.  However,  the 
choice  of  one  administrative  arrangement  or  the  other  will  be  more 
crucial  for  how  those  students  are  distributed  among  colleges.  I rule 
out  the  possibility  of  giving  direct  aid  but  specifying  where  students 
must  use  it.  Under  a system  of  direct  aid,  therefore,  the  market  in  edu- 
cation is  quite  free  and  the  scholarshij)  holders  may  be  quite  selective : 
some  institutions  or  even  broad  classes  of  institutions  may  wind  up 
with  very  few  scliolarship  holders.  If  funds  are  given  to  institutions, 
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on  tlio  other  hand,  tlio  original  distril)ution  of  the  money  is  a major 
determinant  of  the  distribution  of  students.  It  is  not  the  only  one  of 
course:  an  unattraetive  college  will  still  not  get  very  good  students  if 
it  must  compete  witli  better ^aces  who  also  have  piiolic  funds  to  hand 
out.  But  it  is  a major  determinant. 

T'^ndcr  institutional  grants,  then,  government  can  step  into  tlie  mar- 
ket and  sliape  the  fortunes  of  different  kinds  of  institutions.  No  mat- 
ter wliether  the  aided  students  are  poor  or  intellectually  gifted,  or 
both,  many  places  arc  eager  to  get  them  to  upgrade  or  to  diversify 
themselves,  so  the  dispensers  of  grants  have  enough  carrots  to  dangle 
to  give  them  significant  say  about  the  nature  of  emication.  Therein,  of 
course,  Ho  both  the  advantages  and  disadvantages  of  this  method. 

Scholarships  may  l>e  accompanied  by  additional  “cost  of  education” 
grants  to  the  institution ; in  addition  to  the  student  grant,  the  institu- 
tion receives  an  additional  sum  to  use  as  it  sees  fit.  The^e  supplemental 
allowances  are  usually  justified  on  the  grounds  that  the  stuuent  grant 
dejicnds  on  tuition,  which  may  he  far  below  the  school’s  marginal 
cost  of  educating  a scholarship  student.  The  institution  receives  such 
a supplement  only  if  it  latches  on  to  a scholarship  holder,  which  offers 
additional  incentives  to  compete  effectively  in  the  market.  For  that  rea- 
son, they  arc  free,  of  some  of  the  shortcomings  of  other  grants  to  in- 
stitutions, sliortcomiiigs  which  I examine  in  a later  section. 

The  amounts  in  Table  5-1  show  that  the  Federal  Government  has 
some  very  large  scliolarship-typo  programs.  Some  of  the  large  ones 
are  for  graduate  education,  especially  in  the  sciences  and  in  the  health 
professions,  and  some  are  for  upgrading  the  education  of  experienced 
teachers.  In  fact,  the  amount  of  money  available  for  urulergrad'untes 
would  be  rather  small  wore  it  not  for  two  big  programs,  veterans’ 
educational  allowances  and  the  social  security  benefits  paid  to  depend- 
ents after  they  reach  age  18  only  if  they  go  to  college.  The  latter  does 
qualify  as  an  education  progi*ain  becau.se  of  the  iiicentive.s  and  financial 
support  it  offers.  As  the  table  shows,  these  two  programs  totaled  $800 
million  in  fiscal  year  10G8.  And,  of  course,  they  have  been  major  sources 
of  student  support  for  many  years  in  the  past. 

The  only  other  major  Federal  undergraduate  scholarships  are  the 
Educational  Opportunity  Grants,  wliich  totaled  $133  million  in  1968. 
The  planned  level  of  funding  for  fiscal  year  1970  is  $330  million.  These 
grants  were  set  up  by  the  Higher  Education  Act  of  1965.  They  are 
limited  to  low  income  students,  and  are  granted  by  institutions  out  of 
funds  given  them  by  the  government.  At  a recent  date,  about  290,000 
students  were  receiving  them  in  over  1,800  institutions.^  The  maximum 
amount  is  rather  low,  only  $1,000,  and  it  is  clear  from  the  figures  that 
the  average  grant  actually  made  has  been  much  smaller-  However,  it 
must  be  remembered  that  a student  may  receive  an  Educational  Oppor- 
tunity Grant  and  other  kinds  of  assistance,  including  the  institution’s 
own  scholarship  or  loan,  but  also  including  other  Federal  money  un- 
der programs  described  in  later  sections — National  Defense  Student 
Loans,  work-study,  and  perhaps  a loan  from  a commercial  lender  which 
has  been  subsidized  by  the  Federal  government.  Recent  estimates  are 
that  a total  of  one  and  one-quarter  million  students  are  receiving  some 
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aid  from  these  four  Federal  programs,  or  one  out  of  four  under- 
graduates.® 

The  recent  HEW  report  to  the  President  recommended  expanding 
the  Educational  Opportunity  Grant  program  to  provide  an  award  to 
every  needy  full-time  student,  plus  a cost-of -education  allowance  to  the 
institution  enrolling  him.  Total  costs  to  the  Federal  government  were 
estimated  at  $2.7  billion  in  fiscal  year  1972,  and  at  ^.1  billion  in  fiscal 
year  1976,  assuming  an  increase  in  the  maximum  individual  grant  is 
needed  by  then.  The  student  grant  would  initially  be  equal  to  national 
average  college  attendance  cost  (tuition,  fees,  room  and  board)  minus 
an  ^tablished  sum  representing  an  expected  family  contribution 
(\yhich  decreases  as  the  number  of  children  in  the  family  increases), 
minus  expected  savings  from  summer  employment,  and  minus  10  per 
cent  of  effective  family  income  (income  minus  Federal  income  taxes 
and  minus  unusual  special  expenses).  However,  an  upper  limit  of 
$1,500  is  proposed  for  the  start.  Illustrative  calculations  m the  report 
diowed  an  only  child  would  be  entitled  to  $1,280  if  his  family’s  effec- 
tive income  was  $4,000,  while  he  would  get  no  grant  if  the  income  was 
over  $6,500.  One  of  a frmily  of  four  chfldren  could  get  $1,500  as  long 
as  family  income  were  $4,000  or  less,  and  his  grant  would  not  disappear 
until  income  exceeded  $8,700.  The  cost  of  education  allowance  to  the 
college  would  be  $100  per  student  plus  25  per  cent  of  each  student  grant 
in  excess  of  $200.* 

It  should  be  noted  that  while  the  existing  EOG’s  are  available  only 
to  students  defined  as  needy,  the  other  Federal  scholarships  are  not 
limited  to  poor  students  at  all.  The  access  to  veterans  benefits  and  social 
security  benefits  could  not  of  course  be  tied  to  income  because  of  the 
philosophy  behind  them,  and  both  inevitably  give  large  amounts  of 
money  to  people  who  could  afford  to  pay  more  for  their  own  education. 
The  veterans  program,  however,  seems  to  have  as  an  additional  explicit 
goal  the  added  ^mpensatiqn  of  men  for  the  low  pay  and  hardships 
they  suffered  while  in  the  military,  and  so  it  would  not  be  fair  to  criti- 
cize it  on  that  score.  The  fellowships  for  graduate  education  ai'e  given 
to  students  with  no  very  close  attention  to  family  income,*  ability  seems 
to  be  the  major  criterion  used  by  the  universities  and  agencies  award- 
ing them.  But  here  again  the  programs  could  perhaps  be  defended  be- 
cause the  full  costs  of  gi'aduate  education  are  so  veiy  large  that  even  a 
family  with  quite  a large  income  would  find  them  staggering,  while  the 
costs  are  worth  it  to  the  society  as  a whole  because  of  the  external 
benefits  from  the  advancement  of  knowledge  and  research. 

Favorable  Loans  to  Sittdents 

By  favorable  loans  I mean  loans  made  at  lower  rates  of  interest  than 
students  would  be  charged  in  the  free  capital  market,  or  with  longer 
rejiayment  periods,  or  with  the  stait  of  repayment  delayed.  I discus-ed 
earlier  how  the  special  character  of  human  capital  makes  lenders  i*eluc- 
tant  to  loan  except  on  unfavorable  terms,  unless  government  subsidies 
and/or  guarantees  are  provided.  I shall  not  go  over  those  special  fea- 
tmes  again  here.  It  should  be  noted  that  risk  is  not  the  only  reason  for 
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high  interest  rates,  however^  the  investigation,  bookkeeping,  and  col- 
lection costs  are  liigh  relative  to  the  small  amounts  loaned,  which 
moans  their  contribution  to  the  ijerceiitage  rate  of  interest  is  high.  The 
life  of  an  education  is  long,  but  if  the  repayment  period  of  the  loan  is 
also  long,  there  are  many  repayments  and  tlius  higher  costs.  But  I 
argued  that  in  view  of  the  unusual  risks  of  financing  education,  some 
puolic  insurance  scheme  is  desirable  to  cover  costs  which  remain  for 
families  to  pay  even  after  suteidies.  Audit  is  a real  issue  just  how  far 
10  go  in  reducing  the  rislc  which  rests  on  families,  an  issue  the  resolu- 
tion of  which  will  govern  the  limits  on  sizes  of  loans. 

A loan  can  be  guaranteed  without  being  subsidized,  and  a subsidized 
loan  might  be  omy  paitially  guaranteed.  A guaranteed  loan  is  one  on 
which  a government  agency  promises  to  make  good  any  default  if  the 
loan  was  made  at  a specified  interest  rate,  e.g.,  below  some  maximum 
rate.  The  lender  receives  no  government  payment  if  the  borrower 
fulfills  his  commitment.  A subsidized  loan  is  one  on  wliicli  the  lender's 
rate  of  return  is  higher  than  the  rate  he  charges  to  the  borrower,  the 
difference  being  made  up  by  government  payments.  These  payments 
fiom  government  are  made  tor  eveiy  loan,  whether  there  is  any  default 
or  not.  If  the  government  also  makes  good  a borrower’s  default  on  his 
own  obligations,  the  subsidized  loan  is  also  a fully  guaranteed  one* 

If  a private  borrower  is  willing  to  lend  at  some  rate  of  interest, 
which  is  the  total  he  gets  from  the  borrower  and  from  the  govern- 
ment, the  subsidy  is  defined  in  ternis  of  the  part  paid  by  the  govern- 
ment. There  is  a complication  if  government  itself  makes  loans,  at  low 
rates  of  interest.  This  is  because  there  is  no  commonly  accepted  stand- 
ard rate  for  government  loans  which  would  represent  “no  subsidy.” 
Tlie  problem  of  determining  a standard,  and  thus  determining  the 
degree  of  subsidy  on  direct  government  loans,  is  the  same  problem  as 
determining  the  appropriate  discount  rate  for  public  investment. 
Economists  are  generally  agreed  that  the  correct  rate  is  above  the 
current  government  bond  rate,  and  certainly  may  be  different  from 
the  average  coupon  rate  on  all  outstanding  government  debt.  The 
government  bond  rate  is  felt  to  luiderstate  the  true  oppoitimity  cost  of 
Sie  capital  which  government  lending  causes  to  be  diverted  into  edu- 
cational loans.  This  point  should  be  remembered  also  when  low-in- 
terest loans  to  institutions  are  discussed  later  in  this  chapter. 


Even  guarantees  alone  improve  the  ability  of  families  to  invest  in 
higher,  education.  The  guai*aiitees  should  have  the  most  effect  on  loans 
to  pooler  families,  for  they  arc  the  ones  least  likelj"  to  have  collateral 
to  justify  a low  rate,  most  likely  to  overestimate  risk  and  to  be  iii- 
liibited  by  a high  rate,  and  the  ones  most  likely  to  lack  the  funds  to 
pay  off  high  interest  loans  in  short  periods.  However,  in  practice  the 
maximum  amount  of  the  loan  in  guarantee  schemes  is  not  high  enough 
to  reduce  all  financial  risk,  and  of  course  no  guarantee  can  eliminate 
the  risk  of  embarrassment  at  being  unable  to  repay.  Guaraiitces  thus 
cannot  approach  the  scholarship  in  reducing  risk,  but  have  a higher 
reduction  of  risk  per  dollar  of  long-run  government  expenditure  be- 
cause they  are  not  needed  for  many  rather  confident  students.  Guar- 
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:antees  have  their  most  potent  effect  on  low  income  students  who  are 
financially  unable  to  meet  repayments  on  commercial  loans,  but  are 
quite  confident  they  can  complete  an  education  and  use  it  profitably. 
For  them,  the  guarantee  eliminates  the  only  real  barrier,  wliioh  is  the 
risk  their  lenders  feel.  There  undoubtedly  remain  a simificant  number, 
liowever,  who  are  frightened  by  the  need  to  repay  and  for  Whom  more 
must  be  done  to  provide  sufficient  assmance  to  attempt  a college  of  the 
quality  their  ability  peimits.  Scholai'ships  or  some  kind  of  contingent 
repayment  plan,  as  discussed  later  in  the  chapter,  may  be  necessary. 
This  in  spite  of  the  recent  changes  in  attitudes  on  the  suitability  of 
borrowing  to  finance  higher  education. 

Some  years  ago  there  was  a survey  of  students  who  had  borrowed 
from  NDEA  loan  funds.  They  were  by  definition  fairly  needy,  but  also 
by  definition  had  borrowed  some  money.  Wlien  asked  how  much  total 
debt  they  thought  they  could  incur  for  their  education,  6 per  cent  said 
no  more  than  $500,  18  per  cent  between  $500  and  $1,000,  29  per  cent 
between  $1,000  and  $2,000,  24  per  cent  between  $2,000  and  $3,000,  and 
only  23  per  cent  more  than  $3,000.®  These  figures  certainly  betray  a 
inliibition  about  borrowing  which  is  a significant  barrier  to  investment 
in  very  high  quality  college  education. 

A major  criticism  of  tlie  existing  loan  guarantee  programs  is  that 
the  maximum  amounts  which  can  be  borrowed  are  too  low,  and  the 
repayment  periods  too  short,  to  be  very  effective.®  For  undergraduates, 
a limit  of  $1,000-1,500  per  year  is  common,  and  repayment  must  be 
completed  by  ten  years  after  academic  work  is  finished.  A recent  report, 
making  calculations  similar  to  the  ones  I make  in  the  next  section  on 
subsidized  loans,  points  out  that  “to  lower  repayments  for  a $10,000 
loan  to  less  than  10  percent  of  income  in  the  years  following  college, 
when  incomes  may  be  in  the  $7,500  range,  requires  that  loans  extend 
for  at  least  30  years.  Under  present  loan  terms  of  10  years,  even  a zero 
'percent  interest  rate  will  not  achieve  tliis  standard.”  ^ 

A second  major  criticism  is  that  there  is  some  tendency  in  loan  guar- 
antee systems  to  keep  the  maximum  guaranteed  intere^  rate  rigid  in 
the  face  of  changing  conditions  in  the  money  markets.  This  has  hap- 
pened in  tlie  Federal  loan  insurance  schemes  for  both  education  and 
for  housing.  If  the  purpose  of  the  plan  is  only  to  reduce  risk  and  not 
extend  a subsidy,  the  guaranteed  rate  should  rise  as  money  markets 
tighten.  The  purpose  of  guarantees  is  to  offset  the  unusual  risk  of  edu- 
cational loans,  to  reduce  the  differential  between  rates  on  education 
loans  and  rates  on  other  long-term  loans.  Keeping  the  guaranteed  rate 
rigid  even  when  other  interest  rates  are  rising  makes  it  very  difficult 
for  students  to  compete  with  other  borrowers,  because  lenders  prefer 
the  higher  rates  available  on  other  assets  nearly  as  safe.  If  the  rise  in 
rates  IS  due  to  a monetary  policy  effort  to  dampen  investment,  one 
particular  kind  of  investment,  education,  winds  up  bearing  more  than 
its  share  of  the  countercyclical  restraint.  And  there  is  reason  to  believe 
that  investment  by  poorer  families  is  the  most  likely  to  fall  by  the  way- 

®U.S.  Office  of  Education,  Btudent  Borroxoera.  Thalr  Needs  and  Reaoureeat  by  Robert 
Hall  ami  Stanton  Craig! e,  U.S.  Government  Printing  Office,  1002.  The  survey  was  of  80,000 
students  who  had  borrowed  In  1900. 

0 See,  for  example,  the  report,  Edvoational  Opportunitv  Banh,  discussed  below. 

■^U.S.  Department  of  Health,  Education,  and  Welfare,  Toioaril  a Long-Range  Plan,  p.  72. 
Emphasis  added. 
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side  when  banks  and  other  lenders  curtail  their  loans:  the  few  loans 
they  do  make  are  to  established  customers  or  other  hiffher  income  peo- 
ple whose  future  business  will  be  substantial,  and  wita  whom  it  is  im- 
portant to  keep  up  banking  contacts.® 

SUBSIDIZED  LOANS 

I shall  follow  the  definition  of  the  pi’evious  section,  and  call  a loan 
subsidized  only  if  the  borrower  pays  a rate  less  than  the  rate  received 
by  the  lender.  If  a guaranteed  loan  is  subsidized,  the  subsidy  is  repre- 
sented by  the  difference  between  the  guarantee  rate  and  the  actual  rate 
to  the  borrower.  The  reader  is  reminded  that  othep  may  prefer  to  use 
the  term  ^‘subsidy”  to  cover  even  the  reduction  in  the  rate  which  a 
guarantee  alone  would  accomplish;  on  that  definition,  the  element  of 
subsidy  is  considerably  larger  than  on  my  definition. 

To  ^ mathematically  more  precise,  the  following  definition  is  sug- 
gested : a.  Ascertain  the  series  of  repayments  whicli  a borrower  must 
make.  For  example,  he  can  repay  a 10-year  loan  of  $1,000  at  3 per  ^nt 
by  making  annual  payments  each  equal  to  10  per  cent  of  the  principal 
^lus  3 per  cent  of  the  outstanding  balance,  $130, 127, 124,  . . .,106,103. 
Or,  he  can  make  10  annual  payments  each  of  the  same  amount,  $117.23. 
There  are,  of  course,  other  repayment  arrangements  which  are  re- 
garded as  paying  3 per  cent  interest,  b.  Using  the  rate  of  interest  which 
the  borrower  would  liave  to  pay  in  the  absence  of  any  subsidy,  discount 
the  stream  of  payments  to  present  value.  The  present  value  of  the  loan 
repayments  may  be  called  the  “loan  cost.”  c.  Subtract  the  loan  cost 
from  the  principal ; the  difference  is  the  amount  of  subsidy. 

For  example,  if  we  discount  the  repayment  series  $130, 127, 121,  . . , 
106,  103,  at  6 per  cent,  the  loan  cost  is  $868.  Since  the  principal  is 
$1,000,  the  subsidy  is  13.2  per  cent.  If  the  repayment  series  of  10  pay- 
ments of  $117.23  is  used,  the  present  value  is  slightly  different,  $863 
(that  is,  the  two  repayment  series  both  have  a present  value  of  $1,000 
at  a discount  rate  of  3 per  cent,  but  slightly  different  present  values  at 
a discoimt  rate  of  6 per  cent) . The  subsidy  is  thus  13.7  per  cent.  This 
shows  that  the  precise  time  pattern  of  repayments  make  some 
difference. 

There  are  two  main  ways  to  arrange  the  loan  repa^unent  so  that  a 
subsidy  is  given.  One  is  to  make  the  borrower  pay  smaller  amounts 
than  he  would  have  to  pay  otherwise ; the  second  is  to  make  him  begin 
repayments  only  after  some  delay,  rather  than  right  aluer  the  loan  is 
made.  In  both  cases,  the  lender  must  receive  an  additional  amount 
from  the  government.  Either  one  of  the  arrangements  will  reduce  the 
loan  cost  below  the  principal,  and  the  two  may  be  used  together.  How- 
ever. if  the  loan  is  of  limited  term,  the  subsidy  which  can  be  given  by 
a reduction  in  the  stated  rate  alone  is  limited,  unless  the  rate  actually 
becomes  negative.  Even  reducing  the  rate  to  zero  has  a limited  effect. 

®Soe  the  discussion  of  the  widespread  requirement  by  lenders  of  “past  customer  relation- 
ships." In  ,T,  PhlUp  Hinson.  "Student  I^oan  Programs  for  Higher  Education,"  In  Ne\o 
Evffinnd  Business  Review  (Federal  Reserve  Bank  of  Boston),  Pt.  J.  .Tune  lOfiS,  and 
Pt.  2.  ,Tuly  1968.  Hinson  (p.  8)  quotes  a College  Entrance  Examination  Board  study  show* 
Ing  that  only  32  percent  of  the  loans  guaranteed  by  the  Federal  Government  (see  descrip* 
tion  of  program  below)  have  gone  to  students  from  families  with  gross  Ineome  less  than 
$6,000,  while  17  percent  have  gone  to  families  with  Income  above  $12,000.  These  are  per- 
centages of  borrowers,  not  of  dollars  loaned. 
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For  example,  if  the  stated  rate  is  zero,  but  the  principal  is  repaid  in 
•ejiual  annual  installments  beginning  immediately,  the  percentage  sub- 
sidies for  loans  of  various  terms,  assuming  the  alternative  rate  of  inter- 
est is  8 per  cent,  are  as  follows : 1 year,  7 A per  cent ; 2 years,  10.8  per 
cent;  5 years,  201  per  cent;  10  years,  32.9  per  cent;  20  years,  50.9  per 
cent  50  years,  75.5  per  cent. 

^ Thus,  unless  the  loan  is  perpetual,  a reduction  by  a certain  fraction 
in  the  stated  interest  rate  will  not  reduce  the  loan  cost  by  the  same 
fraction,  but  by  less.  Halving  the  rate  means  the  subsidy  is  somewhat 
less  than  50  per  cent  of  the  principal.  Assume  again  that  the  stated  rate 
IS  4 per  cent,  and  the  alternative  8 per  cent.  If  the  loan  is  to  be  repaid 
m equal  annual  installments,  this  halving  of  the  interest  rate  reduces 
the  present  value  of  loan  repayments  by  the  percentages  in  column  A 
below.  If  the  alternative  rate  is  6 per  cent,  but  the  borrower  pays  only 
3 per  cent,  the  subsidy  percentages  are  as  in  column  B : 


Term 

A 

B 

1 year 

2. 

4 2 

2 years ... 

6 years 

ao 

13.7 

22 

10  years 

20  years 

60  years 

3Sl7 

Delaying  the  beginning  of  repayments  also  provides  a real  subsidy, 
even  if  the  stated  rate  of  interest  is  no  lower  than  the  alternative  rate 
the  borrower  would  have  to  pay.  The  borrower  gets  a subsidy  because 
he  uses  the  funds  interest  free  during  the  time  which  elapses  before 
the  repayments  begin.  If  the  alternative  rate  is  8 per  cent  and  the  bor- 
rower pays  8 per  cent,  but  beginning  2 years  later  instead  of  one  year, 
the  loan  cost  is  reduced  by  7.4  per  cent;  if  payments  begin  only  3 
years  later,  it  falls  bv  another  7.4  per  cent  or  a total  of  14.3  per  cent ; if 
they  don’t  begin  until  5 years  after  the  advance  is  made,  the  loan  cost  is 
26.5  per  cent  below  the  principal. 

For  an  example  of  using  a lower  rate  and  delay  simultaneously,  as- 
sume £L  10-year  loan  of  $1,000  where  the  rate  for  the  borrower  in  the 
unsiibsidized  inarket  would  be  5 per  cent.  Two  repayment  schemes 
which  would  give  no  subsidy,  because  the  loan  cost  is  $1,000  in  each, 
are : 

(a)^  Ten  equal  installments  of  principal  beginning  one  year  after, 
plus  interest  at  5 per  cent  on  the  outstanding  balance:  $150,  145,  140, 
. . .,110,105. 

(&)  Ten  annual  installments  of  $129.50.  If  a subsidy  of  $100,  or 
10  per  cent,  is  desired,  any  of  the  following  schemes  will  do,  because 
the  loan  cost  is  $900  in  every  one : 

(c)  Ten  equal  installments  on  principal,  plus  2.8  per  cent  on  the  out- 
standing balance:  $128, 125.20, 122.40,.  . .,105.60,102.80. 

Ten  equal  installments  of  $116.55  (each  installment  10  per  cent 
less  th an  in  repayment  series  b) . 

(e)  Eepayment  series  a,  but  the  first  payment  not  due  until  about 
38  months  after  the  loan  date,  instead  of  12  months. 

(/)  Repayment  series  b,  but  first  payment  not  due  until  about  38 
months  after  the  loan  date. 
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(^)  Ten  equal  installments,  plus  8 per  cent  on  the  outstanding  bal- 
imce  ($180, 172, 164, 156,  . . .,  116, 108),  but  the  first  payment  not  due 
until  about  79  months  after  the  loan  date. 

Example  {g)  shows  that  a longer  delay  period  can  more  than  off- 
set a hi^er  stated  rate  of  interest  An.  incite  number  of  other  com- 
binations of  delay  period  and  stated  rates  of  interest  can  produce  a sub- 
si  dy  of  $100^  but  they  would  involve  differing  collection  costs. 

The  public  sector  can  subsidize  loans  in  the  same  discriminatmg 
ways  it  can  give  scholarships.  It  can  vary  repayment  terms  according 
to  family  income,  ability,  or  any  other  criterion.  And  the  loans  can 
be  made  directly  to  students,  or  funds  can  be  granted  to  institutions 
on  the  condition  tliey  be  loaned  to  students,  just  as  scholarships  can 
be  given  directly  to  students  or  indirectly  through  institutions.  Stand- 
ard terms  can  be  set  up  whi<ch  imply  a certain  percentage  subsidy,  and 
then  the  maximum  amount  which  maj^  be  borrowed  under  the  pro- 
gram be  made  to  vary  with  otlier  criteria,  such  as  the  costs  at  the  insti- 
tution the  student  attends. 

Proper  administration  of  any  loan  program  for  higher  education, 
subsidized  or  not,  is  costly.  This  is  because  equity  demands  that  some 
effort  be  made  to  collect  the  amounts  coming  due.  The,  costs  of  keeping 
a continuous  record  on  a student  for  years  after  graduation,  and  col- 
lecting small  periodic  payments  from  him,  have  proved  to  be  quite  high 
under  tlie  NDEA  loan  program.  A recent  report  says,  ^^Tlie  delin- 
miency  rate  exceeds  10  per  cent  on  the  NDSLP  [National  Defense 
Student  Loan  Program]  primarily  because  of  the  mobility  of  former 
students.”  ^ And  some  years  ago  a study  by  the  National  Association 
of  College  and  University  Business  Officers  of  a sample  of  representa- 
tive institutions  found  median  costs  of  over  ten  dollars  per  one-yrar 
loan  for  processing  the  application  and  paying  out  the  principal,  and 
median  costs  of  about  nine  dollars  per  year  later  in  collecting  repay- 
ments. The  studj  noted  that  the  costs  would  total  $113  if  a student 
borrowed  $600  in  each  of  two  different  years,  compared  to  interest 
collected  of  just  $166 ; if  he  borrowed  $600  in  each  of  four  years,  they 
would  be  $135  and  the  interest  $380.^°  These  do  not  include  any  default 
losses. 

High  collection  costs  are  not  really  much  of  a point  against  sub- 
sidized loans  and  in  favor  of  scholarsliips,  as  long  as  we  are  talking 
about  an  equal  amount  of  subsidy.  The  costs  are  costs  of  any  loan 
financing  of  college  education,  and  must  be  incurred  whether  the  loans 
are  subsidized  or  not,  and  whether  they  are  made  by  private  lending 
institutions,  colleges,  or  a public  agency.  Only  if  one  of  those  groups 
has  a substantial  advantage  in  administrative  efficiency  does  the  iden- 
tity of  the  lender  matter.  Perhaps  borrowers  would  be  more  careful  to 
repay,  and  to  notify  of  changes  of  address,  a bank  or  other  financial 
institution  than  they  are  the  colleges  who  lend  under  the  NDEA  pro- 
gram. The  costs  would  be  even  lower  if  families  borrow  from  them- 
selves— if  one  member  borrows  from  another  or  if  the  family  borrows 
from  its  present  consumption — so  that  formal  repayment  schemes  and 
records  are  not  needed.  But  if  families  cannot  do  this,  and  public 


® U..S.  Department  of  Health,  Education,  and  Welfare.  Toward  a Long-Range  Plant  P*  10. 
U.S,  Congress,  House  Education  and  Labor  Committee,  89th  Cong.,  1st  sess.,  hearings, 
Eighcr  Education  Act  0/ 1965,  USQPO,  1965,  pp.  427-8. 
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subsidies,  are  only  partial,  recourse  to  loans  is  required  anyway,  so 
the  collection  costs  will  be  a problem. 

Therefore,  if  the  only  purpose  of  loans  was  to  grant  subsidies,  there 
would  be  no  point  to  using  them  instead  of  scholarships  of  equivalent 
value.  But,  of  course,  guaranteed  lending  is  designed  to  ease  the  financ- 
ing of  private  costs,  and  is  justified  even  if  subsidies  are  not.  Since 
the  administrative  costs  of  lending  and  collection  must  be  borne  in 
a guarantee  scheme  anyway,  it  may  be  administratively  efficient  to 
grant  whatever  subsidies  are  desired  by  arranging  loan  terms.  If  both 
subsidies  and  guarantees  are  needed,  a subsidized  loan  system  may* 
require  lower  administrative  costs  than  if  loans  are  only  guaranteed 
and  subsidies  are  extended  in  another  separate  program.  Students 
applying  for  guaranteed  loans  can  apply  at  the  same  time  for  a sub- 
sidized loan  if  their  circumstances  warrant  it. 

The  Federal  program  of  paying  part  of  the  interest  on  the  com- 
mercial loans  it  guaranteed  thus  had  considerable  merit.  However,  it 
is  difficult  to  give  student  aid  only  in  tliis  way.  Not  all  families  wish 
or  need  to  borrow  money,  so  a separate  scheme  to  subsidize  them  might 
be  needed  anyway.  This  would  happen  if  it  is  public  policy  to  offer 
subsidies  to  able,  high-income  students.  On  the  other  hand,  all  fam- 
ilies buying  higher  education  at  all  must  go  through  the  college  ad- 
mission process,  and  most  must  file  tax  returns.  It  may  be  just  as 
efficient  to  administer  subsidies  through  the  colleges  or  internal  rev- 
enue service,  and  simply  guarantee  loans  on  commercial  terms  without 
subsidizing  them.  A “strictly  business”  practice  for  loans  might  also 
improve  repayment  by  removing  any  sense  that  the  loans  do  not  really 
liave  to  be  repaid  because  they  are  from  colleges  out  of  government 
funds. 

Another  shortcoming  of  loan  subsidies  is  that  some  families  may 
not  fully  understand  how  valuable  they  are.  An  outright  scholarship 
of  $500,  or  announcement  of  a tutition  decrease  of  $50^0,  would  make 
a much  greater  impact  than  offering  a loan  which  has  a subsidy  com- 
ponent of  $500,  since  appreciation  of  the  magnitude  of  the  latter  re- 
quires some  familiarity  with  discounting  ana  present  value  concepts. 

FEDERAL  LOAN  PROGRAMS 

There  are  two  major  Federal  loan  programs.  One  is  the  National 
Defense  Student  Loan  Progi^am  which  was  initiated  in  the  National 
Defense  Education  Act  in  1958.  Under  it  large  grants  are  made  each 
year  to  institutions  to  be  added  to  the  capital  of  loan  funds  they 
operate.  Students  can  borrow  up  to  $1,000  per  year  from  those  loan 
funds.  The  participating  institutions  are  supposed  to  meet  the  de- 
mands only  of  needy  students.  Although  they  nave  discretion  in  inter- 
preting this,  the  evidence  is  that  the  loans  have  gone  largely  to  low 
income  students.  A College  Entrance  Examination  Board  study 
showed  that  about  half  of  the  borrowers  in  1967  had  gross  family 
income  of  $6,000  or  less.  It  is  estimated  that  in  this  program  over 
400,000  students,  including  only  a few  gi'aduate  students,  received 
loans  averaging  $600  in  fiscal  year  1969.^^ 


Dppartmont  of  Health,  Education,  and  Welfare,  Toward  a Long-Range  Plan,  p.  8, 
for  1969  figures ; Hinson,  “Student  Loan  Programs,"  Pt.  1.  p.  8,  for  information  on  family 
income  of  borrowers. 
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The  recipient  institutions  must  match  the  Federal  grants  with  one- 
ninth  contributions  of  their  own  to  their  loan  funds.  Since  the  00  per 
cent  Federal  contributions  are  grants  and  don’t  have  to  be  T’epaid, 
the  student  loans  in  a sense  are  90  per  cent  guaranteed,  because  only 
10  per  cent  of  what  the  institution  risks  in  lending  vvas  originally  its 
own  funds.  The  loans  are  also  subsidized,  because  they  are  made  at 
3 per  cent  for  10  years,  and  the  repayment  period  is  delayed  (with 
no  interest  accruing)  until  about  a year  after  the  borrower  ceas^  to 
be  a student  at  any  level  of  education.  Calculations  on  the  principles 
suggested  earlier  in  this  section,  using  an  alternative  rate  of  interest 
of  6 per  cent,  indicate  the  subsidy  element  is  thus  about  30  per  cent 
on  loans  taken  out  for  the  freshman  year,  assuming  repayment  begins 
5 years  after  the  loan  is  made.  Of  this  subsidy,  the  lower  interest  rate 
accounts  for  nearly  half,  the  delo.y  of  the  repayment  period  the  vast. 
Loans  for  the  sophomore  and  later  years  carry  a smaller  subsidy,  since 
their  repayment  period  is  delayed  less.  The  subsidy  element  falls  to 
about  18  per  cent  for  senior  year  loans.  But  if  the  student  goes  on 
to  graduate  school,  the  subsidy  increases  because  the  repayment  is 
delayed  more  than  these  calculations  assume. 

Finally,  there  is  an  exception  which  increases  the  standard  subsidy 
enormously  for  a large  fraction  of  the  borrowers.  Part  of  the  loan  is 
forgiven  oiitright  if  the  borrower  becomes  a teacher  (public  or  private, 
elemeiitaiy,  secondary,  or  higher  education).  For  each  year  of  teach- 
ing, 10  per  cent  of  the  principal  (and  interest  on  it)  is  cancelled,  up 
to  one-half  the  total  (teachei*s  in  school  districts  which  have  a high 
concentration  of  low-income  families  can  have  15  per  cent  of  the  loan 
cancelled  for  each  year,  and  up  to  100  per  cent  of  the  loan).  For 
young  persons  wlio  know  they  will,  or  even  tliink  they  may,  go  into 
teacliing  after  college,  tliis  is  an  important  incentive  to  go  to  college 
in  the  first  place,  although  the  limits  on  the  amount  that  can  be  bor- 
rowed are«  significant. 

The  American  Council  on  Education  recently  stated  that  the  NDEA 
loan  program  * * continues  to  be  the  strongest  element  in  the  abil- 
ity of  most  institutions  to  meet  the  financial  requirements  of  their 
a]^pli cants.”  However,  tliere  is  con.siderable  sentiment  in  favor  of 
eliminating  or  restricting  the  teacher  forgiveness  provision.  The  Coun- 
cil said  it  fa^'ors  eliminating  it,  with  the  money  used  instead  for  edu- 
cational opportunity  games.^^ 

The  outriglit  grants  to  institutions  in  this  program  are  of  course  a 
drain  on  the  Federal  budget.  To  save  budgetary  expenditures  but  still 
expand  loan  funds  for  students,  the  Federal  government  began  in 
1965  to  suppoit  a variety  of  state  and  private  nonprofit  loan  insurance 
plans  around  the  nation  wliich  guaranteed  loans  made  by  regular 
commercial  lenders.  Some  of  the  plans  had  been  active  for  long  before 
this;  some  were  to  be  newly  established.  The  theory  was  that  even 
very  small  Federal  contributions  to  the  reserves  of  insurance  plans 
could  alhnv  a great  expansion  in  the  volume  of  insured  loans.  The 
Higher  Education  Act  of  1965,  which  initiated  this  effoit,  also  per- 
mitted Federal  payments  to  reserves  of  state  agencies  which  loaned 
dii'Gctly  to  students,  and  it  established  a Federal  insurance  fund  to 


^2  American  Council  on  Education,  Higher  Education  and  National  Aifairs,  February  28, 
lOGO,  p.  2, 
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insure  commercial  loans  in  areas  where  state  or  private  insurance  was 
not  available.  In  addition,  the  government  offered  lenders  a subsidy 
on  the  guaranteed  loans  (up  to  $1,000  or  $1,500  a year)  which  were 
made  to  students  whose  net  taxable  family  incomes  were  below  $16,000. 
To  qualify,  the  loans  had  to  be  made  at  no  more  than  6 per  cent  in- 
tore^,  later  raised  to  7 per  cent,  and  had  to  meet  other  criteria,  in- 
cluding a repayment  period  delayed  at  least  until  after  the  borrower 
ended  his  studies.  The  loans  had  to  be  repayable  over  a 5-10  period, 
but  had  to  be  completely  repaid  by  15  years  after  they  were  given, 
no  matter  the  repa3^ment  period  delay  allowed.  The  Federal  govern- 
ment paid  all  the  interest  on  the  loan  until  the  repayment  period: 
started,  and  then  paid  3 per  cent  interest  to  the  lender  until  liquidation. 
These  payments  were  made  directly  to  the  lender.  The  teaching  cancel- 
lation feature  of  the  NDEA  loans  was  not  included.  Colleges  them- 
selves may  now  lend  their  own  funds  and  qualify  as  insured  lenders 
under  the  guarantee  program.  Whether  they  take  advantage  of  this 
will  be  interesting,  in  view  of  their  record  as  conservative  investors  of 
their  endowments. 

i^endments  in  1968  eliminated  the  subsidy  during  the  repayment 
period,  leaving  it  in  effect  during  the  period  the  borrower  is  in  college. 
The  guarantee  part  of  the  program  has  been  hampered  by  the  fact  that 
the  general  level  of  interest  rates  in  the  economy  began  to  rise  just  as 
the  program  was  getting  started,  and  since  the  guaranteed  rate  was  not 
raised  in  step  with  them,  many  lenders  became  unwilling  to  partic^ate 
very  fully.  Nevertheless,  it  was  estimated  in  January  1969  that  in  ffscal 
year  1969,  over  $600  million  in  new  loans  would  be  made  to  over  700,000’ 
students.^^  In  late  summer  1969,  with  the  start  of  classes  a few  weeks 
away,  the  maximum  guaranteed  rate  of  interest  was  still  only  7 per- 
cent, compared  to  a prime  rate  of  8%  percent.  Officials  resorted  to- 
attempting  to  persuade  the  banking  community  it  should  make  loans 
anyway,  on  the  presumption  Congress  would  eventually  provide,  retro- 
actively, some  “incentive  payment”  or  other  effective  increase  in  the 
rate  which  lenders  received. 

Contingent  Eepayment  Plans 

A significant  variation  on  the  guaranteed  loan  system  has  recently 
attracted  great  attention.  In  this  variation,  called  contingent  repay- 
ment, a student  borrows  money  but  does  not  agree  to  repay  the  full 
amount  at  some  fixed  rate  of  interest.  Instead,  he  signs  a contract  to* 
repay  a certain  pevGentage  of  Ms  inoome  in  the  future-  This  means  a 
borrower  who  is  relatively  “unsuccessful”  later  in  life  pays  back  less 
than  one  who  earns  a higher  income.  If  his  income  is  notably  low,  he- 
may  wind  up  paying  even  l^s  than  he  borrowed,  with  no  “interest”' 
at  all.  From  a borrower’s  point  of  view,  such  an  airangement  reduc^ 
the  risk  of  earning  too  little  to  meet  his  obligation  comfortably  (it 
even  reduces  the  risk  of  embarrassment).  If  he  is  very  successful,  he 
will  have  to  pay  back  more  than  the  average,  hut  a man  whods  quite 
uncertain  about  his  income  prospects  (including  being  uncertain  about 
being  able  to  finish  college)  may  consider  this  a fair  price  to  pay  hi  ex- 
change for  being  relieved  of  the  risk  of  default  or  the  risk  of  very 


“ U.S.  Department  of  Health,  Education,  and  Welfare,  Toward  a LongrRange  Plartj  p.  8>. 
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burdensome  obligations.  Fora  lender,  higlier-than-average  dividends’^ 
from  some  borrowers  will  offset  lower-than-average  ‘‘dividends”  from 
others,  leaving  a satisfactory  return  on  the  whole  operation. 

WMle  contingent  repayment  is  a much  older  idea,  it  came  into 
prominence  again  in  1967  when  it  was  recommended  by  a special 
‘ Panel  on  Educational  Innovation,”  working  under  the  auspices  of 
the  President’s  Science  Advisory  Committee.^^  The  panel  recommended 
an  Educational  Opportunity  Bank,  which  would  make  loans  on  a con- 
tingent repayment  basis.  The  panel  was  made  up  of  six  educators  and 
an  official  or  the  Office  of  Science  and  Technology  as  executive  secre- 
tary, and  was  chaired  by  Prof.  Jerrold  Zacharias,  a IVIIT  physicist. 

To  quote  the  panel’s  repoH : 

The  Panel  recommends  establisliment  of  a bank,  which  might 
be  called  the  Educational  Opportunity  Bank  (Ed  Op  Bank),  as 
an  agency  of  the  Federal  Governimeut.  In  order  to  obtain  fluids, 
the  banlc  should  be  authorized  to  borrow  money  at  going  Govern- 
ment rates.  It  should  be  authorized  to  lend  money  to  postsecon- 
dary students,  regardless  of  the  student’s  resources.  A student 
sliould  be  able  to  bonw  enough  money  to  cover  his  tuition,  costs, 
and  subsistence  at  wlmtever  college,  university,  or  other  postsec- 
ondary institution  he  is  admitted  to.  The  Bank  would  recoup  these 
loans  through  amiual  payments  collected  in  conjunction  with  the 
borrower’s  future  income  tax.  At  the  time  a loan  was  granted,  the 
borrower  would  pledge  a percentage  of  his  future  income  for  a 
number  of  years  after  graduation.  The  Panel  recommends 
^at  the  number  of  years  for  repayment  be  30,  or  perhaps  40,  years. 
This  period  would  be  a fixed  teim  for  all  bon*owers.  Tlie  percent- 
age of  income  pledged  would  be  proportional  to  the  amount  bor- 
rowed. Prehminaiy  estimates  are  tliat  the  Bank  could  be  self- 
sustaimng  if  it  charged  borrowers  1%  of  gross  income  over  30 
years  for  each  $3,000  borrowed.^® 

The  report  also  notes  that  “this  might  not  be  considered  a ‘loan  pro- 
gram’ at  all,  but  a deyice  for  enabling  students  to  sell  participation 
shares  in  their  futui*e  incomes.”  (page  1).  The  panel  sees  a contingent 
repayment  schettne  as  having  advantages  over  present  loan  programs  r 

1.  No  borrowei*  need  restrict  his  investment  in  education  out  of 
wor^  about  a large  debt  he  could  not  repay.  This  should  make  students 
much  more  willmg  to  borrow  than  currently.  Income  barriers  to  attend- 
ance at  colleges  suitable  to  students’  abilities  would  be  drastically 
reduced,  and  students  would  have  a much  wider  choice  than  under  some 
other  alternaf;ive  kinds  of  aid  to  education. 

, 2.  By  letting  repayment  be  made  over  30  or  40  years  instead  of  10,  as 
lo  typical  under  present  programs,  students  can  borrow  much  larger 
sums  than  are  currently  allowed.  ® 


^^ucntionnl  Innovation,  Educational  Opportunity  Bank,  USGPO  1967  Somp 
of  the  previoM  proposals  for  a contingent  repayment  plan  are  foun^  in  William  viekrev 
,?9*^.Student  Loans, ' |n  U.S,  Qfflce  of  Education,  rfte 


P yince  Of  J20U canon,  The  Economics  of  Hiaher 
^ Mushkin,  Bulletin  1962,  No.  6,  USQPO,  1962.  268-80.  and  in 

The  Role  of  Government  In  Education,"  in  Robert  i^olo  ed 
rw JMo  Interest,  Rutgers  University  press,  New  Brunswick.  195s’  no’ 
18 5^4.  Sinw  the  Panel  report,  there  has  been  a thorough  analysis  of  many  intricacies^of 
Ma\?h  1968.  Educational  Opportunity  BaZk!" 

^Pan^  On  Educational  Innovation,  Educational  Opportunity  Bank,  p.  1. 
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3.  The  availability  of  loans  is  not  directly  affected  by  the  state  of  the 
money  market. 

Wliile  the  Panel  recommends  that  the  Bank  be  an  agency  of  the  Fed- 
eral Government,  it  recognize?  that  this  is  not  necessary.  The  novelty 
of  the  plan  relates  to  the  way  in  which  loans  are  made,  not  in  the  pre- 
cise institutional  arrangements.  A completely  private  bank  could  be 
created,  raising  capital  in  the  regular  money  markets  on  the  security  of 
the  dividend  repayment  contracts  it  makes  with  borrowers.  In  foct, 
it  is  an  interesting  question  why  no  existing  financial  institution,  or  a 
new  one  created  independent  of  government,  has  already  done  this  on  a 
large  scale,  either  as  a profit-making  or  nonprofit  enterprise.  Such  a 
baim  might  be  established  by  a group  of  cooperating  colleges  and  uni- 
verstities,  contributing  part  of  their  existing  loan  funds  and  also  in- 
vesting some  of  their  own  endowment  funds  in  its  bonds. 

Similarly,  the  scheme  could  be  integrated  into  a public  subsidy 
scheme  for  higher  education,  or  be  operated  separately.  Government 
might  offer  to  pay  part  of  a student’s  obligation  to  the  bank.  It  might 
do  this  generally  for  all  borrowers  or  disc  rim  inately  according  to  some 
criteria.  Ora  government  might  itself  lend  money  to  the  bank  at  low 
raJtes  of  interest,  permitting  the  bank  to  brealc  even  at  a lower  expected 
return.  The  essential  point  is  in  the  fact  that  the  obligation  to  repay 
is  expressed  not  as  a fixed  sum,  but  as  some  percentage  of  income.^® 

Advocates  of  an  educational  oppoitunity  bank  argue  that  it  will  es- 
pecially help  poorer  students  who  have  lower  expectations  on  their 
future  income  and  are  more  cautious  about  shouldering  large  fixed 
debts  repayable  in  a short  period.  The  plan  thus  would  increase  col- 
lege attendance  by  lower  income  Students  and  also  expand  their  choice, 
by  restricting  them  less  to  inexpensive  commuter  colleges  or  colleges 
near  home.  However,  the  panel  notes  that  with  expanded  financial 
resources  at  the  disposal  of  their  customers,  comniuter  colleges  may  be 
able  to  raise  tuition  enough  to  finance  the  quality  which  will  make 
tiiem  more  suitable  places  anyway. 

Some  other  advantages  cited  are  the  usual  ones  of  wide-based  sup- 
port, and  do  not  depend  on  favorable  effects  on  poorer  students.  The 
panel  sees  the  plan  increasing  the  viability  of  private  institutions,  who 
would  also  be  able  the  raise  "tuition  and  tap  the  resources  made  avail- 
able to  students.  And  the  plan  makes  young  people  more  icsponsible 
for  their  own  education,  they  having  borrowed  against  their  own 
future  income  rather  than  having  relied  on  the  largess  of  parents,  leg- 
islators, and  alumni. 

Nothing  being  perfect,  there  are  some  distinct  problems.  Many 
of  the  students  attracted  to  the  plan  will  be  those  who  have  strong 
reason  to  believe  they  will  not  earn  a high  income.  If  the  plan  be- 
comes loaded  with  such  ^^poor  risks,”  the  result  is  an  adverse  selec- 
tion which  forces  the  borrowers  who  are  successful  to  pay  a higher 


10  It  is  interesting  to  note  Vickrey’s  suggestions.  He  proposed  that  borrowers  contract  to 
repay  back  into  Uio  fund  more  than  required  to  cover  administrative  costs  and  amortize  tlie 
fund'^8  bonds,  with  the  excess  amount  being  loaned  out  to  later  generations  of  student 
borrowers.  The  fund  would  tlius  rely  somewhat  on  internal  financing  and  not  completely  on 
the  bond  market.  However*  the  original  borrowers’  share  of  the  excess  amount  would  not  be 
withheld  forever,  but  returned  to  them  as  retirement  annuities.  The  whole  scheme  was  thus 
for  a.  corporation  whose  business  it  is  to  loan-finance  higher  education  for  today’s  genera- 
tion of  students,  but  whose  creditors  Include  both  outside  bondholders  and  people  who  bor- 
rowed in  previous  generations  to  finance  their  own  education.  Vickrey,  ‘‘A  Proposal  for 
Student  Loans.” 
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percentage  of  income  if  the  plan  is  to  break  even.  And  a very  con- 
fident borrower  will  definitely  not  be  attracted  to  the  plan  because 
a fixed  loan  will  be  more  advantageous,  especially  if  he  realizes 
adverse  selection  is  happening.  This  will  make  the  selection  all  the 
more  adverse.  This  may  be  avoided  by  setting  certain  standards  for 
admission  to  the  plan,  standards  which  eliminate  persons  who  it  can 
be  predicted  will  pull  average  incomes  down.  The  plan  is  thus  left 
only  for  people  whose  income  prospects  are  truly  uncertain,  the  peo- 
ple the  plan  is  really  designed  for,  after  all.  A fairly  elaborate 
scheme,  akin  to  that  used  in  insurance,  could  ^t  up  a number  of 
pools,  poor  risks  being  assigned  to  one,  average  risks  to  another,  good 
risfe  to  another,  etc.  All  advance  information  available  would  be 
used  to  rate  borrowers  as  much  as  possible,  then  all  similar  borrow^ 
ers  would  be  put  together  into  a pool  within  which  the  remaining  un- 
ceitainty  cancels  out.  Since  the  average  income  in  the  high  risk  pod  will 
be  lower,  the  dividend  rate  as  a fraction  of  income  inust  be  higher. 
Unfortunately,  it  is  hard  to  see  how  all  this  rating  will  not  work  to 
the  disadvantage  of  the  lower  income  student  whose  true  ability  is 
often  understated  by  his  “record.”  • ^ 

Incident ally^  advance  rating  can  partly  be  accomplished  in  the 
college  admission  procass.  Hi^  quality  colleges,  where  people  need 
large  loans  to  go,  nave  an  incentive  to  screen  applicants  and  grant 
admission  only  to  ones  with  low  risks,  even  if  they  do  not  operate 
the  bank  themselves. 

Of  course,  rating  and  assignment  to  different  pools  can  be  accom- 
plished in  a guaranteed  loan  scheme  as  well.  A contingent  repayment 
plan  may  turn  out  to  be  very  much  like  a guaranteed  loan  plan  ex- 
cept that:  (1)  losses  on  unsuccessful  borrowers  are  made  up  by  suc- 
cessful borrowers,  not  the  public  taxpaj-er ; (2)  the  plan,  in  the  way  it 
states  the  obligation  to  repay,  lifts  the  risk  of  embarrassment  from  the 
boiTOwer,  which  the  guaranteed  loan  can  never  do.  Th^e  are  important 
differences,  but  it  is  not  clear  on  wliich  side  tliey  weigh.  • ^ 

Many  (including  tlie  panel)  have  suggested  that  a participant 
should  be  able  to  buy  up  his  contract  at  any  time  by  paying  some 
special  charge.  The  charge  would  be  large  enough  to  deter  participants 
who  discovered  they  were  moderately  successiul,  but  would  make  it 
attractive,  for  extremely  successful  ones  to  escape  the  continual  obli- 
gation to  pay  a fixed  percentage  of  a very  high  income.  That  would 
reduce  the  tendency  to  adverse  selection,  but  it  makes  the  whole  thing 
more  like  a fixed-loan  operation.  . ; 

Adverse  selection  becomes  clearer  if  one  sees  \yhy  many  women  and 
low-income  professional  people  will  be  eager  to  sign  up.  A woman  who 
does  not  expect  to  earn  much  after  marriage,  or  a teacher  or  minister 
who  goes  in  mostly  for  psychic  income,  can  avoid  repaying  very  much. 
The  contingent  ^repayment,  plan  could  never  nianage  to  collect  a 
share  of  psychic  Income.  These  m^  and  women  will  wind  up  in  loan 
pools  along  Ivith  other  borrowers,  becaliise  they  can’t  be  identified  in 
advance,  so  the' dividend  rate  paid  by  the  others  must  be  Tliere 

may  be  .pretty  strong  objections  to  this.  Wliy  should  men  . m 
dividends 'to  recoup  the  money' loaned  to  women?  It  womdn^  be  so 
bad  if  .all  the  men  in  the  pooh  were  sure  to.  marry  women  also  in  it, 
but  that  is  too  much  to  expect.  So  why  penalize  men  who  choose  not 
to  marry  women  who  borrowed  from  the  bank,  or  no  women  at  all? 

32-603—69 7 
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Likewise,  it  seems  dubious  to  make  borrowers  who  choose  high-income 
occupations  pay  for  the  education  of  ministers.  Many  suggest  tliis  is 
really  quite  all  right — some  see  it  as  an  advantage  of  the  wliole  scheme 
that  it  encourages  people  to  enter  the  low-paying  professions.  But  if 
ministers  and  teachers  accept  a low  salary  because  their  other  rewards 
make  up  for  it,  they  need  no  further  compensation.  One  cannot  meet 
this  objection  with  the  claim  that  the  occupations  in  question  generate 
unusually  large  external  benefits,  because  even  so  their  education 
should  be  subsidized  by  all  the  taxpayers,  not.  just  the  people  who 
happened  to  borrow  money  at  the  same  time  as  they  did. 

The  most  likely  futme  effort  to  improve  loan  financing  will  prob- 
ably be  one  making  longer-tenn  money  available  at  fixed  interest,  but 
without  “mutualization”  to  the  extent  implied  in  the  opportunity 
bank  plan.  The  authors  of  the  recent  H.E.W.  report  to  the  President 
proposed  a National  Student  Loan  Bank  which  would  make  student 
loans  for  up  to  30  years.^^  The  Federal  government  would  guarantee 
the  loans  and  pay  the  interest  during  the  period  of  enrollment.  Ex- 
cept for  this,  most  borrowers  would  repay  the  loans  at  a fixed  rate  of 
interest.  The  rate  charged  would  be  determined  by  the  Bank’s  own 
cost  of  borrowing.  Students  could  borrow  amounts  up  to  cost  of  tui- 
tion and  fees  and  subsistence  minus  other  Federal  assistance  they  re- 
ceived, The  repayments  would  be  collected  by  the  Internal  Kevenue 
Service  as  the  Bank’s  agent.  The  one  concession  in  the  plan  toward 
favoring  borrowers  who  earn  little  is  a “low  earnings  cancellation 
provision.”  The  Federal  government  would  pay  the  Bank  enough  each 
year  to  allow  it  to  cancel  that  year's  obligations  of  a borrower  whose 
income  fell  below  some  level  or  whose  repayment  exceeded  some  per- 
centage of  his  income.  But  the  Bank  would  be  allowed  to  cancel  no 
more  than  10  per  cent  of  the  scheduled  repayments  in  any  year,  and 
it  would:  have  to  do  it  equitably  by  limiting  cancellations  to  those 
with  “the  lowest  earnings  in  each  age,  sex,  and  family  size  category” 
(p.  70).  The  cancellations  would  thus  depend  on  decisions  made  each 
year  and  a borrower  could  not  count  on  getting  one  even  if  he  forecast 
his  income  accurately. 

Income  Tax  Relief  for  Students  and  Families 

In  recent  years  many  legislators  and  others  have  advocated  Federal 
income  tax  relief  for  educational  expenses..  The  debate  over  sugges- 
tions for  subsidies  of  that  kind  has  been  interesting  in  revealing  some 
of  the  basic  issues  in  public  policy. 

Institutions  of  higher  education  also  receive  great  benefit  from 
various  tax  provisions,  but  these  are  discussed  later  in  another  sec- 
tion of  the  chapter. 

Clearly,  a tax  credit  or  deduction  can  help  a family  pay  for  edu- 
cation in  the  same  way  a scholarship  or  loan  subsidy  can.  A credit 
is  simple;  the  taxpayer  determines  the  amount  according  to  some 
official  criteria  and  then  subtracts  it  from  the  amount  of  tax  due.  Tlie 
criteria  can  easily  be  arranged  so  that  the  basic  goals  of  educational 
aid  are  fulfilled:  they  can  be  arranged  so  that  aid  goes  to  the  poor, 

U.S.  Department  of  Health,  Education,  and  Welfare,  Toward  a Long-Range  Plan, 
f)p.  08-72. 
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or  to  the  intellectually  able,  or  any  other  group.  Naturally,  reporting 
and  auditing  are  more  complicated  if  some  criteria  are  used. 

A deduction  reduces  the  taxable  income  on  which  the  tax  rate  is 
applied.  The  value  of  the  subsidy  to  the  taxpayer  is: 

S=mD 

where  S is  the  v^iie  of  the  subsidy,  D is  the  allowable  deduction  from 
income,  and  m is  the  taxpayer’s  marginal  income  tax  rate.  Assume 
here  that  the  tax  saving  comes  in.  the  same  year  as  the  educational 
costs,  postponing  for  a moment  tlie  question  of  deductions  for  depreci- 
ation of  educational  capital. 

Meeting  the  criteria  for  the  giving  of  aid  may  require  that  the 
allowable  deduction,  D,  be  defined  very  cai*efully.  If  the  income  tax  is 
|>rogressive,  as  it  is  at  tlie  Federal  level,  the  value  of  m is  higher  for 
richer  people.  This  means  that  if  two  families  are  allowed  the  same 
deduction,  the  richer  one  receives  a larger  subsidy.  If  this  is  not  de- 
sirable, the  allowable  deduction  must  be  made  smaller  for  higher  in- 
come families,  to  offset  the  effect  of  the  rising  marginal  tax  rate.  One 
easy  way  of  doing  this  is  to  allow  as  a deduction  only  expenditures  in 
excess  of  some  minimum  amount  which  rises  as  income  rises.  It  is  also 
not  hard  to  define  the  allowable  deduction  so  that  if  two  families 
have  the  same  mcoine,  the  one  incurring  the  higher  costs  not  only  gets 
a higlier  absolute  amount  of  subsidy,  but  also  a liigher  marginal  rate 
of  subridy  on  the  last  dollars  of  cost,  as  was  suggested  as  one  plausible 
criterion  in  the  previous  chapter.  Although  some  criteria  camiot  be 
mot  simply  by  allowing  all  costs  to  be  deducted,  some  simple  defnitions 
of  D will  suffice  to  satisfy  desirable  criteria.  Tax  return  instructions 
can  be  printed  with  tables  to  show  the  amount  of  allowable  deduction 
as  a function  of  family  income  and  other  variables.  Such  an  arrange- 
ment would  differ  little  from  rising  the  tax  return  filing  process  as  a 
\vay  of  applying  for  scholarships. 

Almost  any  sound  principles  will  require  that  the  effective  subsidy 
to  a family  not  be  limited  to  the  amount  of  tax  owed.  If  the  family 
merits  an  amount  of  subsidy  \vhich  exceeds  the  tax  liability  calcu- 
lated without  regard  to  the  relief,  the  credit  or  deduction  must  not 
merely  reduce  its  tax  bill  to  zero,  but  the  net  excess  must  be  paid  to 
the  family  in  cash.  This  is  an  important  change  from  present  prac- 
tice, because  now  no  deduction  or  credit  can  reduce  the  next  tax  below 
zero,;  not  even  for  the  very  poorest  person  incurring  the  very  largest 
costs  for,  which  relief  is  riven.  Unless  the  present  practice  is  altered, 
tax  relief  to  poorer  families  would  necessarily  be  severely  limited,  be- 
cause they  do  not  have  very  high  tax  liabilities  against  which  to  offset 
credits  and  their  tax  rates  ate  so  low  that  deductions  do  not  help  much 
either. 

One  argument  for  using  the  tax  system  to  give  subsidies  is  that  in- 
come ^xation  already  requires  a well-organized,  audited  system  of 
reporting  income  and  payments.  Bookkeeping  costs  may  be*  saved  if 
families  claim  subsidies  and  government  pays  them  in  tlie  same  sys- 
tem. And  there  are  ample  precedents  for. granting  tax  relief  for  cer- 
tain meritorious  expenritures.  Some  complications  are  raised  in  states 
which  do  not  levy  ah  iut'onu'  tax,  of  course,  making  the  system  harder 


! 94 

j to  use  for  state  government  aid.  And  the  advantages  may  seem  minor 

I or  nonexistent  when  it  is  realized  that  every  famuy  must  go  through 

another  well-established  bookkeeping  process,  the  college  application 
i process,  while  not  every  one  must  file  a tax  return.  On  the  other  hand, 

! people  who  do  file  returns  typically  file  them  every  year,  while  an 

I application  to  college  is  made  only  for  the  first  year.  Which  system 

I is  cheapest  to  administer  is  not  clear.  One  problem  with  tax  relief 

I would  be  that  of  providing  liquid  funds  for  taxpayers  to  pay  college 

i bills.  Taxpayers  not  filing  estimated  returns  now  file  and  receive  re- 

1 funds  only  well  after  they  would  pay  the  bills.  To  alleviate  the  prob- 

! lems  this  raises,  estimated  returns  would  have  to  be  used  more,  with 

j many  families  estimating  refunds,  or  else  a more  complicated  with- 

I holding  system.  All  in  all,  it  is  not  clear  tliat  using  the  tax  system 

I would  be_  administratively  more  efficient  than  a scholai-ship  plan  ex- 

I tending  aid  on  the  same  criteria. 

; But  of  course  many  persons  who  vigorously  ojipose  some  plans  for 

j tax  relief  do  so  on  much  more  fundamental  grounds.  Many  of  the  pro- 

posals do  not  make  the_  effective  subsidy  inversely  related  to  income, 
•or  do  not  allow  the  tax  liability  to  become  negative.  People  thus  oppose 
them  on  the  usual  gi'ounds  that  they  give  too  much  aid  to  high  income 
families  who  don’t  need  it  and  too  little  to  poorer  ones  who  do.  But 
this  ha^  often  been  not  subterfuge;  rather  some  of  the  advocates  of 
the  legislation  make  relief  to  middle  and  upper-middle  income  families 
heavily  burdened  by  college  costs  an  explicit  goal.  There  has  been 
talk  of  redressing  an  imbalance  supposedly  created  by  older  Federal 
! programs  which  limit  aid  to  lower  income  families,  such  as  NDEA 

loans,  partial  payment  of  interest  on  guaranteed  commercial  loans, 
and  educational  opportunity  grants.  The  tax  relief  plans  are  de- 
fended as  fair,  not  as  offering  inducement  to  invest.  The  emphasis  is 
on  “relief,”  not  on  “incentive.”  They  could  also  be  defended  in  the 
same  way  as  any  plan  which  does  not  withhold  aid  from  higher  in- 
come groups,  on  the  grounds  that  while  the  aid  makes  little  difference 
whether  people  go  to  college  or  not,  they  do  make  a difference  for  the 
quality  of  education  they  get. 

One  plan  for  tax  relief  which  shares  some  basic  characteristics 
with  others  in  the  same  spirit,  actually  passed  the  Senate  by  a large 
majority  (53—26)  in  April,  1967.  It  was  offered  by  Senator  Abraham 
Eibicoff,  whose  name  is  so  much  associated  with  tax  relief  plans  that 
the  whole  idea  is  often  called  the  “Eibicoff  Plan,”  as  a rider  to  a bill 
restpring  the  investment  tax  credit.  The  Kennedy  and  Johnson  ad- 
ministrations had  always  opposed  such  efforts  steadfastly.  At  the 
time  hopes  were  dim  that  the  House  would  go  along,  and  the  Senate 
dropped  the  rider  a fortnight  later. , . 

The  amendment,  would  ha,ve  given  i tax  credits,  estimated  to  cost  the 
Treasury  $1.3  billion  annually  by  1970,  to  parents  and  others’ who' 

I paid  for  tuition,  fees,  books,  and  . supplies  ;for  college  students.,  A $1.3 

billion, program  is  a gia,nt  as  educational  programs  gO;  For  taxpayers 
with  incomes  of  $25,000.  pr  less,  theoyedit,  was  to  be  75, per, cent  of  the 
first  $200  of  educational  costs,  25  per  cent;of,the,next;$300,!and  l0  per 
cent  of|the  next  ,$1,000.  No' credit,  was.  tO; be  given  for  amounts. above’ 
$1,500,, so  the  maximum  credit  was  $325.  Taxpayers  .with  incomes  above 
$25,000  ,^ould  Ipse  one  dollar  of,  credit  for,  each -$100  of  Income  above 
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$25,000.  Tliis  me^iht  that  at  ar»  income  of  $30,000  the  maximum  credit 
would  be  $275,  at  $40,000  it  would  be  $175,  at  $50,000  it  would  be  $75, 
and  at  incomes  of  $57,500  or  more  there  would  be  none  at  all,  no  matter 
how  much  was  spent  on  college  expenses.  ' ; 

It  is  easy  to  see  why  the  .bill ’s  critics  thought  it  would  provide  plenty 
of  “relief,”  but  be  less  useful  in  stimulatmg  liigher  ^ucatioli  than. 
other  possible  uses  of  Federal  funds.  An  income  tax  credit  of  two  or 
three  hundred  dollars  to  a family  whose  income  is  in  the  twenty  and 
thirty  thousand  dollar  range  seems,  to  be  too  small  to  make  much 
difference  for  its  demand  for  education.  Of  course,  one  effect  (widely 
prechcted)  of  the  plan  would  be  to  encourage  colleges  to  raise  their 
tuition,  and  perhaps  the  new  revenue  would  be  used  to  increase  quality 
faster  (but  it  migiit  be  used  to  replace  other  fuiicb,  such  as  state  ap-> 
propriations).  Even  if  it  did,  some  critics  would  ar^ie  that  families: 
would  benefit  from  the  Incr^tse  in  quality  without  paying  any  more 
out  of  their  own  resources,  and  tibat  the  result  would  still  be  a wind- 
fall alt  the  expense  of  Federal  taxpayers  in  general,  one  not  much  less 
objectionable  because  some  external  benefits  also  happened  to  be  pro- 
duced. It  is  interesting  that  at  the  same  time  such  critics  bemoaned 
the  windfall  of  higher  quality,  others  opposed  the  plan  on  the  grounds 
it  would  merely  allow  tuition  increases  to  wipe  out  any  cash  windfall 
from  the  credit. 

The  plan  did  attempt  to  reduce  unfortunate  redistributive  effects. 
The  percentage  subsidy  was  designed  to  fall  as  educational  expendi- 
tures rose,  thus  holding  down  the  total  subsidy  to  people  who  can 
already  afford  to  pa}:'  high  tuition.  And  there  were  actual  reductions 
for  very  high  income  families.  The  particular  sliding  scale  of  subsidy, 
however,  seemed  to  offer  inadequate  incentives  at  the  margin,  where 
it  is  most  needed  >to  induce  willmgness  to  pay  for  more  costly  educa- 
tion. The  plan  was  perhaps  weak,  therefore,  even  if  one  admitted  that 
high  quality  education  is  important  for  the  social  good.  The  plan 
offeim  a high  subsidy  (75  per  cent),  on  the  first. $200  in  costs,  which 
certainly  would  have  been  spent  any  way,  then  a low  rate^  (10  per  cent) 
on  expenditures  between  $500  and  $1,500,  where  a higher  subsidy 
might  make  some  difference,  and  .finally  none  at  all  W:  ^ it  might 

make  even  more  difference.  The  pattern  of  subsidy  thus  contrasts  with 
the  one  suggested  in  the  previous  section,  which  defrays  little  of  the 
costs  a family  is  eager  to  pay  by  itself,  but  a significant  part  of  tlie 
higher  costs  it  scrutinizes  more  carefully.  Finally,  the  Eibicoff  pro- 
posal had  the  common  defect  of  not  permitting  the  effective  subsidy  to 
exceed  what  would  othei'wise  be  the  tax  liability.  Tliis  not  only  meant 
it  w^  of  limited  value  to  a lower  income  taxpayer,  but  also  that  the 
credit  might  be  of  less  value  than  the  credit  given  to  a higher  income 
taxpayer  who  actually  spent  less  on  education. 

In  addition  ix)  suggestions  for  immediate  credits  or  deductions  there 
has  been  the  suggestion  that  the  direct  costs  of  college  should  be  depre- 
ciated for  tax  purposes  over  a long  period  of  time.  Eichard  Groode  has 
been  one  proponent  of  such  a change  in  the  Federal  regulations  to  per- 
mit this  to  be  done.^®  He  feels  a person  diould  be  allowed  to  capitalize 


^ “ KIchnrd  Goode.  The  JndivitUml  Income  Taatt  BrookiH;^,  WnsliingtOD.  1964.  pn.  S2-93. 
See  also  his  essay.  ‘‘E^catlonal  Expenditures  and  the  Income  Tax, in  U.S,  Office  of  Edti- 
Education,  edited  by  Selma  Mushkin,  Bulletin  1902,  No.  5, 

uSGPO,  1962,  pp,  281-304. 
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personal  costs  of  college  education  and  professional,  technical,  and 
vocational  education  and  write,  them  off  against  earned  income  over 
a period  of  10  to  20  years  or  more.  Foregone  earnings,  because  they 
are  not  taxed  anyway,  and  living  costs,  since  it  is  not  clear  that  they 
are  truly  marginal  to  education,  would  not  be  included.  That  leaves 
tuition,  fees,  books  and  supplies,  and  travel  expenses.  The  deduction, 
Goode  argues,  would  be  allowed  to  the  student  even  if  parents  pay 
them,  ip  make  the  treatment  comparable  to  physical  assets  which  are 
depreciable  by  the  owner  even  if  they  are  received  as  gifts.  However, 
deductions  would  probably  not  be  allowed  for  the  costs  defrayed  by 
scholarships. 

Goode’s  aim  is  to  restore  consistency  to  income  tax  principles,  to 
allow  a refinement  of  the  definition  of  income,  to  improve  enuity  nnd 
to  produce  “incidental  cons^uences  of  a desirable  character,”  not  to 
create  large  incentives  to  invest  in  higlier  education.  He  estimates 
neither  the  effects  of  the  changes  on  educational  expenditures  nor 
the  revenue  loss  to  be  large:  by  1969-70  the  deductible  expenses 
might  be  a little  over  $3  billion,  and  the  revenue  loss  about  $.6  billion, 
but  spread  over  a long  period  of  time.  Assuming  a marginal  tax  rate  of 
20-25  per  cent,  the  tax  savings  would  be  only  about  3'  or  4 per  cent  of 
total  personal  costs  of  college  and  university  education  under  recent 
conditions,  and  the  inducement  this  provides  must  be  discounted  be- 
cause the  saving  comes  only  over  a period  of  years. 


The  Economic  Opportunity  Act  of  1964,  wliich  initiated  the  War 
on  Poverty authorized  expenditures  to  pay  needy  students  from  low 
income  families  for  part-time  work  while. in  colle^..  The  Federal  gov- 
ernment offered  to  pay  a large  part  of  the  wages  of  working  students 
(90  per  cent  at  first,  later  80  per  cent).  Later,  the  low-income  family 
rennirement  was  removed,  replaced  by  the  renuirement  only  that  the 
student  needed  earnings  to  continue.  his  college,  although  the  col- 
lege had,  to  continue  to  give  preference  to  students  from  poorer  fam- 
ilies. The.  justification  for  the  change  in  requirements  is  interesting 
and  sheds  light  on  the  whole xmestion  of  who  attends  college: 

It  is  estimated  tliat  students  from  low-income  famuies  consti- 
tute less  than  10  per  cent  of  the  total  number  of  students  who  are 
in  need  of  the  earnings  from  part-time  employment  to  pursue 
a course  of  studies  at  an  institution  of  higher  education.  Since  all 
students  in  need  of 'these  earnings  are  now  potentially  eligible,  the 
changes  in  the  law  have  increased  tenfold  the  number  of  students 
who  could  be  assisted  . . 

It  is  reported  that  almost  400,000.  students  earn  an  average  of  $450 
per  year  under  the  pro^'am,  so' it  is  a major  factor.^^  The  selection 
and  supervision  of  the  working  students  is  done  by  the  colleges,  who 
are  granted,  funds  for  the  purpose  of . paying  the  government’s  share 
of  the  wages.  The  college’s  share  may  be.  in  tuition,  books,  room,  and 
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bo«ard.  Actilally,  students  need  not  work  on  campus,  but  may  work 
for  other  nonprofit  organizations  and  in  various  government  anti- 
poverty  and  other  programs. 

Wliile  recognizing  the  real  value  of  this  program,  some  have  ques- 
tioned it  by  asking  who  is  really^  getting  the  subsidy.  One  suspects 
that  some  of  the  time  spent  working  must  be  at  the^  expense  of  time 
studying.  If  the  working  student  sacrifices  the  quality  of  his  educa- 
tion! wliat  is  happening  of  course  is  that  the  rest  of  the  student  body 
’S  getting  some  of  the  subsidy,  because  the  college  can  reduce  the  coste 
it  incurs  and  which  must  be  financed  by  student  fees. 

In  some  ways,  this  program  may  not  really  be  a subsidy  to 
the  work-study  student  at  all,  but  rather  a general  subsidv  to  the 
employing  organization.  If  the  work-study  student  would  have 
gotten  a 30b  anyway,  at  the  same  wage,  he  is  not  aided  by  the 
program  at  all.  For  example,  if  the  job  is  on-campus,  the  pro- 
gram would  be  providing  Federal  funds  for  the  benefit  of  all 
students,  because  it  replaces  funds  which  the  institution  would 
have  spent  to  provide  ne^sary  services.^ 

As  this  source  goes  on  to  indicate,  however,  there  may  be  consider- 
able value  attached  to  the  learning  experience  of  the  job,  if  it  is 
not  a menial  one.  Paid  laboratory  work  may  illuminate  formal  in- 
struction in  the  natural  sciences;  and  work  in  the  real  world  may 
illuminate  that  in  the  social  sciences.  Financial  aid  officers  say  that 
some  students  definitely  cannot  work  without  it  reducing  the  educa- 
tion they,  get,  but  they  also  say  that  for  some  freshinen  working  in  a 
group  can  help  adjustment  to  college  life.  In  practice,  then,  a large 
question  mark  must  hang  over  the  work-study  program. ' 

Grants  and  Subsidized  Loans  to  Institutions  for  Buildings  and 

Equipment 

Tlie  Federal  and  state  and  local  governments  have  given  very  large 
amounts  to  colleges  and  universities  by  subsidizing  specified  r^ources 
bought  by  them,  chiefly  buildings  and  certain  lands  of  equipment, 
quite  apart  from  the  routine  financing  of  buildings  for  public  insti- 
tutions. Grants  or  loans  for  college  housing,  classroom  and  laboratory 
buildings  and  equipment  and  library  materials  are  major  examples. 

One  of  the  oldest  postwar  Federal  education  programs,  for  example, 
is  the  college  housing  loan  programs,  in  which  schools  can  borrow 
form  the  Federal  government  to  finance  dormitories  and  dining  halls 
and  some  other  facilities.  They  can  get  long  term  loans  at  interest  rates 
well  below  what  they  would  have  to  pay  outside,  and  they  have  bor- 
rowed several  billion  dollars  over  the  nearly  20  years  the  program  has 
been  operated.  At  least  lately,  the  requests  for  loans  have^^eatly  ex- 
ceeded the  maximum  totals  authorized  by  Congress,  requiring  severe 
rationing.  The  applications  have  always  been  screened  with  great  care 
to  make  sure  student  charges  will  amortize  the  loans;  the  program  was 
never  intended  to  augnient  the  low-interest  subsidy  by  letting  borrow- 
ers default.  ; ‘ : 

The  college  housing  loan  program  has  recently  been  changed.  Direct 
loans  by  the  Federal  government  will  be  reduced  sharplyTn  amount 

23  rm.,  p,  24. 
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and  will  be  reserved  for  institutions  unable  to  borrow  in  the  private 
money  markets.  However,  there  are,  to  be  new  payments  of  mteiest 
subsidies  to  facilitate  such  private  borrowing;  authorized  in  1968  and 
first  funded  in  a 1969  supplemental  appropriation,  they  are  to  defray 
the  difference  between  the  rate  a borrower  pays  and  3 percent. 

More  recent  programs  are  grants  and  low  interest  loans  for  aca- 
demic facilities,  and  these  also  liave  been  funded  at  rather  high  levels. 
Some  funds  are  reserved  for  graduate  facilities,  and  over  20  per  cent 
of  the  grant  funds  for  undergraduate  facilities  have  been  reserved 
for  two-year  public  community  colleges  and  public  teclmical  institutes. 
This  feature  may  be  more  acceptable  to  persons  who  want  Federal  aid 
to  redistribute  income,  since  lower  income  students  are  more  likely  to 
attend  those  institutions.  It  also  helps  some  that  the  grants  to  sucli 
institutions  are  allocated  by  state  according  to  a formula  under  which 
a state’s  share  varies  directly  with  the  number  of  high  school  gradu- 
ates in  it  and  inversely  with  its  per  capital  income.  In  all  of  these 
facility  grant  and  loan  programs,  the  Federal  funds  finance  only  a 
fraction  of  a building’s  total  cost,  a fraction  typically  somewhat  below 
half. 

However,  these  academic  facilities  progitims  may  all  but  disappear 
shortly.  The  1970  budget  request  is  limited  to  $43  million  for  grants  to 
community  colleges.  iVo  money  has  been  asked  for  academic  facilities 
community  colleges.  No  money  has  been  asked  for  academic  facilities 
loans  or  for  grants  to  4-year  colleges  or  graduate  schools.  As  in  college 
housing,  and  at  the  same  time,  interest  subsidies  have  been  sul^ituled 
to  increase  reliance  on  private  lending  and  to  reduce  current  budgetary 
e nditures. 


other  major  Federal  programs  grants  are  given  for  the  purchase 
of  science  education  facilities,  library  resources,  instructional  equip- 
ment, comj)uters,  and,  veiy  la^e,  health  education  facilities.  In  addi- 
tion, there  is  a large  National  Science  Foundation  program  of  general 
grants  for  various  aspects  of  science  education,  in  which  some  of  the 
funds  are  specifically  given  for  equipment. 

Properly  included  in  this  category  of  aid  for  buildings  and  equip- 
are  two  other  kinds  of  assistance  which  don’t  show  up  as  the 
gift  or  lending^  of  money,  but  are  nevertheless  subsidies.  One  of 
these  is  the  routine  exemption  of  property  used  for  educational  pur- 
poses from  property  taxes.  An  exemption  is  frequently  specified  in 
the  State  laws  permitting  local  governments  to  levy  taxes,  and  it  is 
^ared  with  some  other  nonprofit  institutions.  The  exemption  amounts 
1x)  a subsidy  for  higher  education  relative  to  other  products,  because 
if  the  resources  used  to  build  property  for  an  institution  has  l^en  used 
instead  for  commercial  property,  the  costs  of  the  commercial  product 
would  have  been  higher  by  the  amount  of  the  property  taxes.  This 
effect, 'it  is  true,  may  be  lessened  if  local  expenditure  is  lower  because 
the  property  is  used  for  education  and  not  something  else.  A college, 
for  example,  may  pay  for  some  of  its  own  police  and  fire  protection, 
and  maintain  its  own  streets  and  sidewalks.  Or  it  may  make  voluntary 
payments  in  lieu  of  taxes.  In  some  towns  the  presence  of  its  faculty, 
employees,  and  students  may  increase  the  tax  base  more  than  they 
increase  the  need  for  public  services.  The  subsidy,  therefore,  is  not 
always  as  high  as  the  local  property  tax  rate  times  the  assessed  valua- 
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tion  of  the  exempt  property.  But  for  the  nation  as  a whole  the  subsidy 
is  substantial,  and  it  is  very  important  for  some  institutions.  That  fact 
is  certainly  appreciated  by  local  taxpayers  in  some  college  towns. 

It  would  be  very  difficult  to  estimate  accurately  the  exact  value  of 
the  subsidy  from  national  data.  Suffice  it  to  say  that  the  Office  of  Edu- 
cation estimates  that  at  the  end  of  the  1963-64  year  all  institutions, 
public  and  private  combined,  owned  physical  plant  and  land  worth 
about  $21  bnlion  in  book  value.*®  Of  coui*se  the  really  mportant  thing 
is  how  the  property  would  be  assessed  in  various  localities.  For  exam- 
ple if  the  effective  loss  in  property  taxes  was  as  high  as  the  equivalent 
of  25  mills  on  the  book  value,  the  subsidy  would  Ife  over  one-naif  bil- 
lion dollars.  Note  that  it  does  make  sense  to  base  such  calculations  on 
proj^erty  held  by  public  as  well  as  private  institutions. 

Another  of  what  may  be  called  “hidden”  subsidies  is  the  one  given 
by  tile  Federal  government  to  all  state  and  local  projects  financed  by 
bonds.  Theio  is  no  Federal  income  tax  on  municipal  bond  interest,  so 
the  interest  costs  are  lower  than  on  commercial  projects.  This  is  not  a 
subsidy  to  higher  education  per  se,  because  it  is  given  to  all  expendi- 
tures financed  by  borrowing.  But  higher  education  does  benefit,  and 
it  is  the  Federal  taxpayer  who  shoulders  the  cost.  The  overwhelming 
part  of  this  subsidy  goes  to  students  at  public  colleges  and  universi- 
ties, but  some  states  have  established  “autlmrities”  i^iich  sell  munici- 
pal bonds  and  reloan  the  money  to  private  institutions. 

One  might  object  to  all  these  suWdies  on  the  same  grounds  as  he 
objects  to  any  aid  given  to  institutions,  because  government  cannot 
control  the  income  levels  of  the  students  who  ultimately  benefit.  A 
donor  can  hardly  specify  that  only  poor  students  be  allowed  to  use 
the  building  he  helps  finance;  that  would  be  ridiculous  if  the  college 
has  a heterogeneous  student  body  which  uses  the  building  in  common, 
as  seem  inevitable  and  desirable.  It  would  be  possible  to  specify  that 
it  pass  on  tlie  cost  savings  only  to  poor  students  by  lowering  their 
tuition  or  fees  on  a discrmiuiatory  basis  but  that  is  not  the  practice. 

Others  who  care  little  about  the  income  distribution  effect  may  com- 
plain about  the  focus  on  particular  resources.  'Wliilo  accepting  tlie 
need  to  subsidize  education,  why  make  it  easier  to  buy  bricks  and  mortar 
than  other  things?  Why  not  also  subsidize  faculty  salaries  or  clerical 
and  custodial  salaries?  If  we  subsidize  a dining  hall,  why  not  the 
food  served  there  ? 

If  there  is  room  for  variation  in  the  way  inputs  can  bo  combined  to 
produce  education — if  substitution  is  possible — a subsidy  on  only  one 
input  will  bins  the  producer  toward  combinations  ovorempliasizing 
that  input.  Economists  often  object  to  subsidies  which  are  not  genonu 
in  scope,  and  argue  that  the  r^ult  is  an  inolTiciont  allocation  of  ro- 
sourccs,  because  the  producer  is  not  i^equired  to  pay  the  full  social 
costs  of  certain  inputs.  A subsidy  on  buildings  alone,  for  example, 
biases  choices  toward  an  ovoniso  of  them  at  the  expense  of  other  inputs 
like  labor: 

One  disadvantage  of  categorical  aid  lied  to  a particular  tyi)C 
of  institutional  input  (ivg.,  computers)  is  that  it  give.s  iastitutioiis 
an  incentive  to  purchase  moi\>  of  that  item  tlianthoy  would  have 

“U.8.  Ofllw  of  Kduratton.  Higher  Kducathn  Financtt,  Srtreted  Ttrnd  and  Stimmnnf 
Data,  U.S.  (iovernmeht  Urlntlnff  UHlcc*.  UMIS.  \\. 
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purcliased  if  the  aid  were  given  in  a more  fungible  form  (e.g., 
formula  grants).  Federal  aid  for  construction,  for  example,  may 
induce  some  overspending  on  buildings  or  reduce  incentives  to 
use  buildings  more  efficiently.  It  may  distort  institutional  spend- 
ing patterns  away  from  what  the  institution  itself  would  regard 
as^timuin  if  given  the  funds  to  spend  freely. 

To  the  extent  that  there  is  no  overspending  (i.e.,  categorical  aid 
tied  to  the  purchase  of  particular  items  is  spent  on  items  which 
would  have  been  purchased  anyway)  categorical  aid  is  simply  an 
administratively  costly  method  of  dispensing  fungible  institu- 
tional aid.»* 

The  loans  for  dormitories  and  dining  halls  may  be  open  to  still  an- 
other complaint.  This  is  that  a lot  of  students’  food  and  housing  costs 
are  not  really  marginal  costs  of  education,  but  costs  merely  of  living. 
Making  them  lower  seems  to  be  subsidizing  sometliing  other  than 
higlicr  education.  If  tlic  expenses  of  all  students,  ricli  or  poor,  are 
lowered  there  may  be  a special  reason  for  not  financing  ordinary 
living  expenses  of  ricli  students.  And  why  not  subsidize  equally  the 
routine  living  costs  of  commuting  students  who  do  not  use  college 
dining  halls  and  donnitories  but  who  may  need  the  help  more  any- 
way? But  it  is  true  that  only  people  \yho  attend  college  in  the  first 
place  can  get  the  benefit  of  the  lower  prices  for  room  ana  board,  so  the 
subsidies  may  really  give  some  incentive  to  attend  college.  And  they 
may  give  an  incentive  to  live  and  eat  on  campus  rather  than  oti,  with 
accompanying  benefit  for  .students  and  society,  but  not  all  would 
agree  with  this. 

What  other  good  things  can  be  said  in  defense  of  aid  for  bricks  and 
mortar,  IkioIcs  and  marines?  Perliaps  without  it  there  would  be 
nniisnal  obktacUs  to  colleges  using  particular  inputs,  obstacIcsS  which 
have  undesirable  effects  themselves  on  how  institutions  combine  re- 
sources to  produce  education.  There  may  be  undue  hcsitance  at  buying 
equipment  neodwl  for  bold  iniiovaMolis,  which  whicatioiial  leaders 
consider  promising  but  which  are  not  given  a fair  chance  at  most 
niaccs.  Jforo  genci*ally,  gemeions  siip|>oil,  for  capital  sixiiiding  may 
have  the  effect  of  overcoming  some  mitunil  reluctance  by  college 
trustees  to  undertake  ji  debt  hurdtui  which  restricts  their  fi^lom  in 
fho  future.  Many  institutions  have  ap|>eanul  ov(M*ly  rcductant  to  l)or- 
row:  some  ntv  timid  even  alHint  liquidating  small  parts  of  their 
endowment  to  financo  proj(Vts.  They  insi.^t  on  waiting  on  now 

gifts  from  outside.  Some  of  this  may  fitein  from  the  ,n:ime  lack  of 
vciitunt>omeJi(»ss  which  shows  nn  in  cdnsc»rva(ive  fMilicies  in  investing 
endowment  which  President  Bundy  of  tho  Ford  Foundation  enm- 
meutcsl  on  stn*eral  years  ago.  It  is  haVil  to  explain  for  institutions  who 
fiuv  ti  growing  nmrk4»t  mid  excess  demami  aln^iidy  tur  places  in  tlieir 
stud(»nt-  IkkIv,  and  tlius  litt  le  risk.  Siime  less  MS'um  private  institut  ions, 
however,  may  legitimately  doubt  they  will  nhvnvs  enjoy  a strong 
market  jH^ition  m t\m  fat\^  of  tJie  very  low  tuition  that  new  high 
qualit}^  public  schools  can  offer. 
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They  xmderstandably  do  not  wish  to  take  on  future  fixed  charges 
which  will  force  them  to  “cater  to  the  market”  in  order  to  enroll 
enougli  students  to  meet  the  obligations,  for  in  their  opinion,  having  to 
cater  to  the  market  unduly  restricts  their  freedom.  One  may  have 
mixed  feelings  about  this  line  of  i-easoning,  depending  on  the  value  he 
places  on  diversity,  on  the  one  hand,  aixd  on  the  desiv(wiUty  of  catering 
to  the  market,  on  the  other.  But  if  the  argument  is  valid,  there  is  a case 
for  sweetening  government  loans  enough  to  persuade  trustees  to  take 
them,  or  even  for  granting  the  money  outright. 

No  one  denies,  however,  that  many  of  the  loans  and  grants  have 
been  made  to  colleges  and  universities  which  were  willing  to  borrow 
elsewhere  if  forced  to,  including  public  institutions  who  already  enjoy 
substantial  borrowing  advantages  in  the  open  capital  markets.  Neither 
can  the  programs  be  strongly  defended  by  saying  that  it  is  the  building 
institutions  which  aro  expanding  and  thus  meeting  educational  needs, 
for  more  general  grants^  could  be  made  conditional  on  the  recipient’s 
expanding  enrollment  without  making  them  conditional  on  using  par- 
ticular inputs.^® 

General  PuKPosE  Grants  to  iNSTmmoNS 

The  Federal  Govermnent  gives  only  a little  money  to  institutions 
which  is  quite  free  of  any  condition^  in  that  it  is  not  tied  to  any  par- 
ticular input  or  training  in  specified  disciplines.  There  are  the  long- 
standing grants  to  lana-grant  colleges,  but  these  are  quite  small  in 
total  and  can  hardly  be  of  much  significance  to  many  of  the  larger  State 
universities  which  C9ntinue  to  receive  them.  In  addition,  there  are  the 
“developing  institutions”  grants  started  in  the  Higher  Education  Act 
of  19G5.  A developing  institution  is  defined  somewhat  like  an  infant 
industry : it  is  supposed  to  have  the  potential  to  make  a contribution  to 
the  Nation’s  higher  education,  but  is  still  struggling  for  survivial.  It 
was  the  goneral  intent  of  Congre.vS  that  this  program  primarily  bene- 
fit Negro  colleges.  Since  the  recipients  probably  have  fairly  homo- 
geneous student  bodies,  these  grants  are  not  subject  to  some  of  the 
criticisms  made  of  general  purpose  grants,  Although  the  grants  are 
for  general  purposes,  they  are  granted  only  after  a definite  plan  for 
improvement  is  reviewed  by  the  Office  of  Education,  and  emphasis  is 
put  on  cooperation  lietweon  developing  institutions  or  between  devel- 
oping and  well-established  ones,  through  exchanges,  joint  use  of  facil- 
ities, etc. 

But  the  State  and  local  governments,  it  goes  without  saying,  spend 
billions  in  general  purpose  grants,  if  we  include  tlio  routine  ot^ration 
of  Imv-tuition  college.s  and  universities  by  public  authorities.  The  low 
tuition  institutions  are  an  accepted  part  of  American  life,  have  ex- 
piindod  at  a rapid  rate,  and  are  often  regarded  as  offering  wimt  is  as 
close  nus  pradiail  to  free  higher  cHluout  ion.  Yet  tlioy  liuve  come  under 
inen^asing  attack  in  recent  yenre  liecauso  of  their  practice  of  offering 
quality  education  at  bargain  prices  indiscriminately  to  all  comers.  And 
there  has  I>oeii  some  tivncl  (o  States  gmiitiiip  assistance  directly  to 
students  ami  to  private  institutions  (witmw  the  million  program 
in  i\\i\  state  of  New  Yo  -k  fur  grants  to  privnte  4-ycar  insiintions  for 
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the  1969-70  academic  year,  with  the  amount  a college  or  university 
gets  based  on  the  number  of  degrees  it  grants).  Surprisingly,  low- 
price  higher  education  may  in  the  end  be  less  vulnerable  to  the 
attacks  than  Diiblic  elementary  and  secondaiy  education  is  to  the 
pressure  for  State  aid  to  private  schools  at  the  lower  level. 

Public  institutions  are  open  to  criticism  by  anyone  who  feels  public 
aid  should  discriminate  in  favor  of  lower  income  groups.  Since  almost 
all  generally  charge  all  resident  students  the  same  tuition  and  since 
they  spend  very  little  on  student  aid,  very  few  public  colleges  and  uni- 
versities discriminate  in  that  way.  They  are  thus  very  attractive  to 
middle  and  higher  income  families;  since  many  of  theme  are  of  high 
quality,  and  some  of  the  the  very  highest,  they  are  all  the  more  attrac- 
tive to  people  who  would  be  willing,  if  forced  to,  to  pay  more  for  the 
quality  they  get.  The  public  institutions  have  also  been  criticized  for 
not  enrolling  their  share  of  black  students  and  of  extremely  disad- 
vantaged students  in  general. Their  low  student  aid  budgets  do  not 
permit  them  to  do  that,  of  course,  since  even  at  a low-tnition  institu- 
tion the  real  costs  of  attendance  are  burdensome  enough  for  the  very 
poorest  families  to  require  heavy  student  aid. 

Consider  the  following  statements : 

The  willingness  of  many  ‘‘private”  institutions,  at  considerable 
sacrifice,  to  base  undergraduate  financial  assistance  on  total  need 
and  to  create  in  effect  a sliding-scale  tuition  system  supplemented 
by  subsistence  grants,  ^counts  for  the  anomaly  that  these  institu- 
tions have  stud^t  bodies  more  representati^’e  of  the  income  struc- 
ture of  the  .soci^y  than  do  most  of  their  “public”  counterparts 
whose  low-tuition  policies  are  defended  as  more  “demo- 
cratic.” 

* * * those  of  us  who  are  in  the  middle  and  upper  income 
chisses  have  conned  the  poor  into  subsidizing  ns  on  the  grand 
scale — yet  we  not  only  have  no  decent  shame,  we  boast  to  the  ti-ee- 
tops  of  our  selflessness  and  public-spiritedness. 

The  facts  are  clear.  Consider  the  typical  city  or  state  college  or 
university.  The  average  income  of  the  parents  of  the  students  at 
such  schools  is  much  liigher  than  average  income  of  taxpayers, 
as  every  study  has  shown.  More  important — because  this  is  the 
truly  relevant  coinparison--coiiipnre  the  incomes  that  the  young 
men  and  women  now  in  college  will  have  over  the  rest  oi  their 
lives  with  tlie  incomes  that  their  contemporaries  wlio  do  not  go  to 
college  will  have.  * * * 

If  tax  monies  are  going  to  be  used  to  subsidize  the  training  of 
youngsters,  surely  equity  demands  that  .such  subsidies  go  to  the 
poorer  among  them— poorer  not  only  in  material  wealth  but 
m human  capacities — not  to  the  richer."* 

The  net  impact  of  the  public  institution  on  income  distribution  de- 
I^iuls  not  only  on  the  clmractcristic.s  of  the  students  in  it,  but  also  on 
the  tnxpayei’s  who  lielp  iinanco  iu  Criticism  of  sonie  states  has  been 
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all  the  greater  because  of  their  nonprogressive  tax  systems.  On  the 
other  liandj  it  may  not  be  fair  to  compare  the  distribution  impact  of 
the  entire  tax  system  with  the  impact  of  one  kind  of  budgetary  expen- 
diture, especially  since  the  net  redistribution  effect  of  all  taxes  and 
expenditures  combined  is  quite  favorable  to  the  poor  in  many  states. 
Also,  it  may  be  better  to  let  the  Federal  government  take  on  the  job 
of  redistributing  income  rather  than  refylng  lieavily  on  state  and 
local  goyermnents. 

Some  interesting  empirical  infonnation  is  available  on  the  single 
most  important  public  higher  education  system  in  the  country,  Cmi- 
fomia.  The  system  includes  the  University  of  California,  which  lias 
a number  of  campuses,  the  state  colleges,  and  many  public  junior 
colleges.  The  system  has  been  the  object  of  increased  discussion  since 
it  became  involved  in  political  controversy,  some  of  the  controversj^ 
being  about  its  financing  as  well  as  other  things.  Hansen  and  Weis- 
brod  studies  the  system,  from  the  vie\ypoiiit  of  the  economist,  on  the 
invitation  of  a connnittee  of  the  California  legislature.-^  A few  of 


their  conclusion.s  were  referred  to  in  the  previous  chapter.  In  view 
of  the  discussion  just  presented,  their  conclusions  on  the  income 
distribution  impact  are  also  interesting.  Tliey  estimated  roughly 
the  distribution  of  the  subsidies  chaneled  througli  the  system  to  a 
typical  cohort  of  high-school  graduates.  They  found  that  41  per  cent 
received  no  subsidy  at  all,^  for  not  surprising  reasons:  about  % of 
high  school  gi*aduates  obtained  no  higher  education  at  all,  and  about 
8 per  cent  attend^!  private  colleges  in  California  or  went  out  of  the 
state.  Less  than  $750  in  subsidy  were  received  by  14  percent  of  the 
population,  between  S750  and  $2,000  by  30  percent,  and  over  $2,000 
by  15  percent  (over  $5,000  by  0 percent).  These  are  estimates  for  all 
years  of  higher  education  a student  attended. 

In  shoit,  there  is  a higlily  unequal  distribution  in  the  amounts 
of  public  subsidies  given  out,  even  though  California  prides  itself 
on  tile  wide  access  to  higher  education  it  jprovides  and  on  the 
high  enrollment  figures  which  ai-e  presumably  a i-eflectioii  of  this. 
It  IS  obvious  that  the  larger  subsidies  go  to  the  people  who  com- 
plete 4 years  at  the  University  of  California  or  the  State  College 
system,  with  the  smallest  subsidies  going  primarily  to  peopie 
entering  the  Junior  College  system,  (pages  lV-18-20) 

The  authors  also  estimated  the  distribution  of  subsidies  by  income 
class.  Although  the  data  are  not  perfect^  they  conclude: 

* * ^ the  access  to  larger  subsidies  is  related  on  average  to 
levels  of  family  income,  with  the  liigliest  single-year  subsidy 
^ing  to  UC  [Ijnivei'sitw  of  California]  students  who  alieady 
have  somewhat  higher  (median)  family  incomes  than  tliose  in 
the  State  College  student  population,  wliich,  in  their  turn,  have 
substantially  higher  incomes  than  that  of  the  Junior  College 
population. 

* * the  distributions  of  students  by  parental  income  are  so 
wide  for  each  type  of  system  . , . that  any  strong  conclusions 
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about  the  class-serving”  nature  of  the  entire  system  of  higher 
education  California  cannot  be  drawn.  While  there  is  a tendency 
for  the  higher  subddy  ^hools  to  draw  a higher-income  clientele, 
the  overlap  of  the  distributions  is  still  very  substantial.  One  must 
conclude,  however,  that  tliis  systematic  pattern  of  differences 
raises  questions  regarding  both  the  efficiency  and  equity  of  the 
entire  system,  fpage  IV-22) 

H^en  and  Weisbrod  refrain  from  comparing  the  distribution  of 
subsidies  by  income  class  with  the  distribution  of  state  taxes  paid, 
partly  because  of  inadequate  data  on  the  taxes  paid  by  families  with 
college-age  children,  and  partly  because  they  did  not  wish  to  compare 
all  taxes  with  benefits  receiv^  from  higher  education  alone. 


VII.  CONCLUDING  THOUGHTS 

The  major  issues  in  the  public  financing  of  higher  education  are: 
what  kinds  of  students  should  utimately  benefit  from  public  aid? 
and  how  narrowly  must  they  limit  their  choices  in  order  to  receive  the 
aid? 

The  first  of  these  is  the  major  question  for  the  Federal  government. 
Federal  funds  are  widely  dispersed  and  lower  the  net  price  of  educa- 
tion to  students  in  many  different  kinds  of  institutions.  They  do  not 
seem  to  carry  any  great  defects  of  limiting  choices  open  to  families 
d^iring  to  get  the  benefit  of  them.  However,  many  can  find  some 
dissatisfaction  with  the  income  distribution  effects  of  Federal  pro- 
grams if  they  feel  that  public  aid  should  largely  limited  to  lower 
income  students.  The  least  one  can  say  is  that  the  large  amounts 
given  in  some  of  the  programs  have  income  distribution  effects  beyond 
Federal  control,  because  the  money  is  channeled  through  institutions, 
which  are  free  to  set  the  prices  they  charge,  and  which  frequently  pass 
on  the  subsidies  in  the  form  of  the  same  low  prices  to  all  students 
indiscriminately.  But  any  argument  that  the  effects  on  equity  are 
unsatisfactory  can  be  met  with  other  arguments,  that  there  is  no 
particular  reason  why  the  effects  of  one  single  program  must  improve 
the  distribution  if  the  whole  Federal  budget  does  improve  it,  and 
that  even  aid  to  high  income  families  induce  them  to  demand — or  accept 
institutions’  decisions  to  give  it  to  them — higlier  quality  education 
which  has  important  social  benefits. 

State  governments  still  face  both  of  the  two  issues.  jMany  public 
institutions,  specially  in  states  without  progressive  tax  systems,  also 
seem  to  have  income  distribution  consequences  which  can  be  defended 
only  on  the  grounds  that  higher  nuality  education  caivt  lie  sold  unless 
the  price  is  very  low,  and  that  higher  quality  education  is  as  important 
as  mei*o  attendance.  In  addition,  despite  the  broadening  of  variety  of 
institutions  jn  recent  times^  and  despite  some  increased  help  for  pri- 
vate institutions,  the  subsidies  granted  by  a state  are  still  mostly  chan- 
neled through  relatively  few  colleges  aiul  universities,  which  students 
are  i*estricted  to  if  they  want  to  benefit. 
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The  Search  for  Equity  in  the  Provision  and  Finance 
of  Higher  Education^ 

W.  Lee  Hansen  and  Burton  A,  Weisbrod^^ 


W[\o  should  be  eligible  for  public  higher  education  ? Should  those 
you^  people  who  are  not  eligible — or  if  eligible,  are  unable  or  un- 
willing to  go  to  college — should  they  be  deprived  of  the  public  sub- 
sidies obtained  by  the  college  goers?  Wliait  can  be  said  about  the 
actual  distribution  of  public  subsidies  for  higher  education — that  is, 
who  actually  receives  them?  And  who  pays  for  them?  These  and 
related  questions  are  explored  in  this  paper,  wliich  is  addi'cssed  to 
the  subject  of  equity  in  the  provision  and  financing  of  higher  educa- 
tion. Fii*st,  some  conceptual  issues  are  treated,  and  flien  a newly-avail- 
able  body  of  data  is  analyzed  with  the  objective  of  determining  how 
the  benefits  and  costs  of  public  higher  education  are  actually  ^lared 
in  our  most  populous  state,  Califorma. 


I.  EQUITY  AND  EFFICIENCY : CONCEPTUAL  ISSUES 

How  should  public  higher  education  bo.  financed  ? There  are  actually 
two  separatable  questions:  one,  toko  should  bear  the  costs  of  public 
higher  education;  and  two,  koto  the  portion  of  costs  that  is  borne  by 
students  should  be  paid.  More  precisely,  the  question  of  to  ho  should 
pay  involves  determining  the  share  of  costs  to  be  paid  by  students 
versus  taxpayera^  The  question  of  hov)  students  should  pay  relates 
directly  to  the  tuition  issue,  but  “the  tuition”  is  not  a simple  concept. 
Should  tuition  be  the  same  for  all  students?  Whatever  the  level  or 
levels  of  tuition,  should  it  be  paid  at  the  time  the  education  is  received, 
or  later?  Should^  the  level  of  tuition  be  determined  at  the  time  the 
education  is  received,  or  sliould  the  amount  be  contingent  on  future 
benefits? 


•Rnsod  ou  material  in  chapters  4 and  C in  W.  Lee  Hansen  and  Burton  A.  Weis- 
l>rod,  licncfltat  Costs  and  FOwnce  0/  Pu6h‘c  Uioher  Education  (ChienRo:  Mark- 
ham PuhlishinK  Co.,  19C0).  Sec  also  W,  Leo  Hansen  and  Burton  A.  Weisbrod, 
“Tho  Distribution  of  Costs  and  Direct  Benefits  of  Public  IliRher  Education: 
The  Case  of  California/*  Journal  of  Iluman  Resources^  Spring  lOGO,  pp.  17G-101. 

••The  authors  arc  Professors  of  Ei'onomles  and  of  Ed  neat  Iona  I Policy  Studies, 
and  Senior  Staff  Members,  Institute  for  Re.search  on  Poverty,  University  of  Wis- 
consin. 

'There  is,  of  course,  tho  QuestlOD  of  how  the  laxpayorB*  portion  of  tho  costs  is  to  ho 
shared  among  various  groups,  but  we  do  not  deal  with  this  matter. 
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The  nature  of  these  choices  will  be  described  more  fully  below. 
Wliile  our  primary  concern  in  this  paper  is  with  equity,  we  recognize 
that  souikI  public  policy  should  also  strive  for  efficiency  in  the  use  of 
resources.  Inus,  we  begin  with  a discussion  of  what  we  mean  by  ‘‘ef- 
ficient” and  “equitable”  solutions  to  educational  finance  questions. 

By  “economic  efficiency”  we  mean  the  degree  of  success  of  higher 
education  in  producing  outputs  (trained  students,  for  example)  that 
are  more  valuable  than  the  resources  used  up  in  the  process  of 
production. 

In  the  economy  at  large,  the  value  of  output  is  generally  measured 
by  what  people  are  willing  to  pay  for  it;  and,  so,  as  a first  approxima- 
tion, the  value  of  college  education  may  be  measured  by  the  increased 
salaries  that  employei*s  are  willing  to  pay  for  workers  who  are  college 
educated  rather  than  only  high-school  educated.  Efficiency,  in  the  pres- 
ent context,  can  thus  be  thought  of  in  terms  of  the  amount  by  which 
National  Income  (or  Gross  National  Product)  is  raised  by  higher 
education.  2 

But  which  people  receive  this  increased  income?  And  which  pay  the 
costs  of  the  resources — teachers,  classrooms,  laboratories,  etc. — that  are 
required  to  produce  the  increased  income?  In  other  words,  how 
“fairly”  are  the  additional  income  and  costs  of  public  higher  education 
sharea  ? This  is  the  issue  of  eqiuty. 

The  distinction  between  efficiency  and  equity  is  essential  if  we  are 
to  come  to  grips  intelligently  with  difficult  issues  of  public  policy. 
Higher  education  may  be  found  to  be  efficient  in  raising  incomes,  but 
the  method  of  financing  higher  education  might  be  regarded  as  in- 
equitable. By  contrast,  it  may  be  felt  that  higher  education  is  being 
financed  equitably,  but  that  it  is  really  not  an  efficient  way  to  use 
resources — there  being  better  ways  to  increase  people’s  real  incomes 
(such  as  by  devoting  more  resources  to  impro\dng  technologj^).  Of 
course,  thei*e  are  intermediate  positions,  in  which  various  degrees  of 
inefficiency  and  inequity  are  adjudged  to  exist. 

Debate  over  issues^  in  higher-education  ^finance  can  only  be  fruitful 
if  there  is  a recognition  of  when,  and  to  what  extent,  the  dispute  cen- 
ters on  factual  matters  of  efficiency,  and  when  it  centei‘s  on  value  judg- 
ments regarding  the  fairness  of  the  distribution  of  benefits  and  costs. 
This  is  not  to  deny,  however,  that  both  classes  of  issues  are  difficult  to 
resolve,  for  the  factual  data  relevant  to  assessment  of  efficiency  are 
difficult  to  find,  as  is  consensus  on  what  should  be  regarded  as  equitable. 

The  social  objectives  of  efficiency  and  equity  ai*e  in  fact  quite  likely 
to  conflict,  thereby  complicating  the  issue.  Consideration  of  efficiency 
might  suggest  that  higher  education  should  be  provided  to  some  young 
people  but  not  to  all ; implicit  is  the  widely  held  assumption  that  not 
e\*eryono  can  benefit  significantly  from  higher  education.  But  there  is 
still  the  equity  question:  is  it  “fair”  for  some  youngsters  to  receive 
public  subsidies  while  others  do  not?  An  efficient  allocation  of  re- 
sources can  be  inequitable. 


a But  thlR  Is  only  a first  approximation  of  the  full  value  of  colleRe  education,  because  It 
disregards  benefits  that  arise  in  \rays  other  than  through  the  Job  market.  We  return  to  this 
point  below.  On  the  other  hand,  it  disregards  the  fact  tnat  the  Increased  salaries  reflect  not 
unlj*  the  effects  of  schooling  but  also  of  the  generally  greater  ability  of  those  students  who 
have  opted  for  more  schooling. 
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And  an  equitable  allocation  of  resource  can  be  inefficient:  If,  for 
'example,  every  youngster  were  not  only  offered  the  opportunity  to  go 
to  college  for  four  years,  but  were  required  to  go,  then  all  college  age 
peo])le  would  receive  a similar  public  subsidy.  But  if  this  is  more 
equitable  it  is  doubtless  less  efficient,  for  not  everyone  is  likely  to  bene- 
fit. enough  to  cover  the  costs  of  resources  required  to  educate  them. 
The  conflict  between  equity  and  economic  efficiency  in  higher  education 
planning  appears  to  be  a genuine  one;  we  do  not  attempt  to  resolve  it 
here,  but  rather  focu.s  on  the  issue  of  equity  itself. 

Throughout  this  paper  our  attention  ds  directed  primarily  to 
decision- making  in  tlie  'puhlic  sector.  This  orientation  is  somewhat 
artificial;  the  fact  that  there  exists  a private  as  well  as  a public  sector 
in  liigher  education  means  that  success  in  devising  an  efficient  and 
-equitable  finance  .system  for  public  higher  education  does  not  assure 
either  efficiency  or  equity  for  the  liigher  education  system  as  a whole. 
Our  analvsis  of  efficiency  and  equity  issues  in  the  financing  of  public 
higher  education  is  applicable,  though,  to  private  as  well  as  public 
higher  education.  The  question  of  what  separate  and  distinct  roles 
ought  to  be  fulfilled  by  the  public  and  private  sectors  in  higher  educa- 
tion is  an  important  one,  but  scant  attention  has  been  given  to  it.  To 
have  considered  carefully  the  role  of  the  private  colleges,  however, 
would  have  further  complicated  an  already  knotty  matter. 

EFFICIENT  PniCiNG 

Before  embarking  on  our  detailed  investigation  of  equity,  we  turn 
to  a brief  analysis  of  some  implications  of  seeking  efficient  pricing  of 
higher  education.  As  already  noted,  both  kinds  ot  consideraftions  are 
relevant  to  the  evaluation  of  alternative  methods  of  financing  public 
higher  education. 

The  cost  of  a college  education  to  a student  and  his  family— apart 
from  the  income  foregone — can  be  analyzed  in  two  parts.  One  is  what 
can  be  termed  the  “price”  of  the  education— the  tuition  charge,  the 
books  and  supplies,  and  so  forth.  The  second  is  the  “ease  of  financing  ' 
that  price — that  is,  the  availability  and  terms  of  loan  funds  and 
scholarships. 

The  level  of  the  price  of  college  education,  and  the  ease  of  financing 
it  arc  jointly  relevant  to  individuals’  decisions.  An  apparently  high 
tuition  rate  may  be  quite  manageable  if  grants  or  scholarships  are 
widely  available  or  if  loans  can  be  obtained  at  sufficiently  low  interest 
rate.s.’  Similarly,  even  a total  failure  of  scholarship  programs  and 
capital  markets  to  provide  financing  assistance  can  turn  out  to  be 
inconsequential  if  the  total  price  of  education  (including  foregone 
income)  is  sufficiently  low.  Thus,  there  would  seem  to  be  trade-oft' 
possibilities  between  the  price  of  education  and  the  means  of  financing 
it — combinations  among  which  any  particular  indimdual  would  be 
indiffeicnt. 

But  considerations  of  public  policy  dictate  that  we  go  beyond  an 
analysis  of  any  individual’s  preferences  to  take  account  of  all  the  re- 
sources used  up  in  the  process  of  satisfying  those  pi*eferences.  Thus,  we 
are  led  to  consider  the  questions  of  what  is  a socially  efficient  price  of 
education,  as  well  as  what  is  a socially  efficient  set  of  finance  tenns, 
including  an  interest  rate. 
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Economy  efficiency  may  be  said  to  exist  in  a market  when  the  price 
o±  the  good  or  service  is  ejjuated  with  the  marginal  opportunity  cost 
^ j alternative  use)  of  the  resources  used  to  produce  it^ 

and  botti  are  ec[uated  with  the  benefits  from  an  additional  unit  of  the 
^^d«^  Thus,  given  the  distribution  of  income,  the  preference  of  all 
^ ^ in  society,  and  the  technological  production  possibilities, 
the  efficient  price  for  any  given  unit  of  production  (e.g.,  man-year)  of 
higher  education  is  the  price  which  is  equal  to  the  marginal  nmt  social 
cost  of  providing  that  education  and  the  marginal  benefit  received  by 
the  student.  By  net  cost  we  mean  the  marginal  cost  of  production 
•nmxm  any  marginal  “external”  benefits— that  is  benefits  that  are  not 
captured  by  the  individuals  whose  education  produced  them.^  To  the 
extent  that  such  external  benefits  occur,  the  efficient  price  to  charge 
students  would  be  below  tlie  marginal  cost  of  producing  the  education 
services.^ 

This  view  of  pricing  clearly  implies  that  society  (taxpayers  in  Qfen- 
eral)  should  subsidize  higher  education  as  a matter  of  efficiency,  l^ince 
some  external  benefits  may  be  realized  witliin  local  areas  while  others 
may  be  distributed  more  broadly,  all  levels  of  government — federal, 
state,  and  local—would  presumably  share  in  the  costs.  Insofar  as  the 
bulk  of  externalities  accrue  at  the  national  level — in  part  because  of 
population  migration— this  would  argue  for  a reallocation  of  public 
financing  of  higher  education  away  from  state  and  local  governments 
and  to  the  federal  government. 

Public  subsidies  can  take  a varievy  of  forms.  In  addition  to  “low” 
tuition  rates,  there  are  loW"Cost  loans,  income  tax  credits  or  deductions 
to  parents,  and  outright  cash  grants  to  students— all  of  which  can  be 
equivalent  to  a tuition  reduction.  Any  of  these  forms,  and  no  doubt 
others  as  well,  could  be  used  to  produce  the  desired  public  subsidy  and, 
m turn,  result  in  an  efficient  ‘price.”  The  choice  among  them  rests 
largely  on  an  equity  consideration — that  is,  the  extent  to  which  per- 
sons not  in  “need”  would  benefit.® 

There  are  some  individuals  who  may  be  “qualified”  ® for  college  but 
who  will  not  attend  college  because  the  combinations  of  available  price 
and  interest  charges  ai'e  ‘ excessive”  relative  to  their  financial  situation 
and  to  the  strength  of  their  desire  to  attend.  The  willingness  to  incur 
conditioned  by  factors  including  family  income  and 
wealth,  family  size,  and  parental  health.  Yet  there  appears  to  be  a 
social  concensus  that  these  facters  ought  not  to  bar  college  attendance, 
so  that  needy”  individuals  with  the  ability  and  motivation  to  benefit 
irom  college  should  go. 

If  compulsion  is  to  be  avoided,  these  barriers  to  college  attendance 


3 At  the  conceptual  level,  the  possibility  of  external  costs  as  vrell  as  benehts  should  he 
S?c”u1"aranin*LlgCl^Tca^^^^^^^  notable“lf?  l^ndtd'l’the^ 

For  rurtlierdl8(^SdIon  of  this  Issue  In  the  context  of  Income  rcdlstrlbiitlonai  procrams 
A^nn?nlTnh  » Collective  Actlon  and  the  Distribution  of  Income;  A Conceptual 
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could  be  offset  in  three  general  ways : (1)  incomes  of  such  students  and 
their  families  might  be  supplemented  • and/or  (2)  the  price  of  college 
education  for  them  could  be  reduced;  and/or  (3)  the  interest  rate 
applicable  to  their  borrowing  for  college  could  be  reduced. 

One  might  argue  that  the  judgment  that  a student  “should”  go  to  col- 
lege, even  though  family  circumstances  would  lead  him  not  to  go, 
represents  an  implicit  social  decision  tliat  his  family’s  income  is  “too 
low.”  Thus,  an  increase  in  family  income  would  seem  called  for.  If  the 
objective,  however,  is  to  make  it  possible  for  this  student  to  attend 
college  at  a mirdmiwi  cost  to  others^  then  the  approach  of  giving  to 
needy  students  cash  tonsfers  that  are  not  restricted  as  to  use,  is  likely 
to  be  inefficient ; very  substantial  transfers  might  be  required  before 
any  of  the  additional  money  would  be  used  for  the  student’s  higher 
education.  A possible  variant  is  to  restrict  the  use  of  cash  grants  to 
lugher  education.  But  this  alternative  may  be  difficult  to  implement, 
since  as  a practical  matter  there  is  no  means  for  preventing  some  of 
the  grant  money  from  going  to  families — even  some  of  them  with  very 
low  incomes — whose  children  would  have  gone  to  college  anyway,  and 
who  now,  having  received  the  grant,  will  be  able  to  increase  their 
expenditures  on  other  goods  and  services.  Grants  to  such  families 
are  not  necessarily  undesirable,  but  the  point  is  that  grants  may  not  be 
required  to  achieve  educational  objectives,  however  justified  they  may 
be  from  the  point  of  view  of  a more  general  anti-poverty  effort. 

Consider  now  the  alternatives  of  reducing  the  price  and/or  interest 
rate  for  the  “needy.”  If,  to  begin  with,  the  price  and  interek  rate  were 
set  at  levels  that  were  economically  efficient — in  terms  of  the  costs  in- 
volved, as  discussed  in  the  preceding  section — then  fuither  reductions 
would  sacrifice  some  allocative  efficiency  in  order  to  bring  about  effects 
that  were  deemed  more  equitable.  Such  a trade-off  of  efficiency  for 
equit3^  is  by  no  means  unique  to  higher  education,  nor  is  it  necessarily 
undesirable. 

In  practice,  each  of  the  alternatives  is  bound  to  tall  short  of  fully 
realizing  equity  objectives.  Subsidies,  whether  in  the  form  of  cash, 
tuition  rate  reductions,  or  reductions  in  interest  rates,  are  certain  to 
go  to  some  persons  other  than  those  whom  “society”  specifically 
wishes  to  assist,  since  the  “needy”  and  “deseiwing”  are  frequently  dif- 
ficult to  identify.  Thus,  subsidies  go,  at  least  to  some  extent,  to  the 
“wrong”  people — ^with  taxpayers,  some  of  whom  are  themselves  wortliy 
of  help,  paying  the  cost 

Some  perspectives  on  the  dimensions  of  need  can  be  obtained  by  a 
theoretical  disaggi*egation  of  the  population  into  several  different 
groups.  Group  I includes  those  students  (and  their  families)  who  are 
willing  and  able  to  pay  at  least  the  full  long-run  marginal  cost  (wliich 
we  suggested  above  might  be  approximated  by  average  instructional 
plus  capital  cost)  net  of  estimated  external  benefits^  and  the  full  mar- 
ket interest  rate.  A portion  of  this  group,  while  willing  to  pay  these 
costs,  can  do  so  only  by  incurring  some  “hardship.”  Group  II  includes 
those  who  are  willing  and  able  to  pay  some  lower,  positive  price  and 
interest  rate,  and  some  fraction  of  this  group  could  pay  these  amounts 
only  with  some  hardship.  Finally,  Group  III  includes  those  people 


who  woliJd  nml  bribes  localise  lliein  to  at  tend  collej^,  Kcinpnnwillin;: 
to  attend  at  any  combi nn1  ion  of  a j>ositive  nrire  and  positive  intt're'^l 
rale.  All  throe  groups  are  dcfiiiod  lo  inciiiue  only  lliosc  dw»iiml  *vli> 
giblo’- — in  terms  of  aplilude  and  moiivnlion— to  nticnd  college. 

One  of  the  i in  plica  I ions  of  tlic^  slnidiiring  of  these  three  grmip‘i  is 
that  the  ninoiint  of  subsidy  remiirod  ioraiiS(»  an  individual  to  attend 
college  is  a continuous  variable  wilh  a wide  rang**  iif  vahnv. 
students  will  rwpiirc  voiy»  siib^anlial  subsidies  an«i  otlierh  none  a?  all 
in  onJer  lo  provide  full  oquulily  of  opportunity  in  higher  e<lu<Mli<ui. 

Identifying  those  who  are  dewndngof  additional  subsidies  to  enable 
them  lo  go  lo  collcgi*  or  lo  go  wiihonl  undue  hardship  is  u most  <lifli* 
cult  tasic.  .tVssume,  howcx-cr,  that  tJie  ‘‘nwP’  for  higher*<*du<*a(;on 
subsidies  can  beestimotccl  in  a satisfaclory,  if  rough,  manner,  jwvlups 
anplying  the  siandards  used  in  student,  (iininrial  an!  analysivs.  Tin*  per- 
plexing que^ion  then  is  who  sIiottM  pay  for  lliew*  <vpiity*baM*«l  subsi- 
dies? Utilizing  taxpayers-in  giuienil  asiis<iura*of  n*venu(\  while  hav- 
ing incriU  does  imply  that  any  sum  of  inonev  Uiat  students  and  tle'ir 
families  “cannot  iilTord”  to  p.ay,  ran  1k»  paid  by,  and  aAowW  l>e  pai<l  ivy 
taxpavers.  But  when  it  is  l>onic  in  mind  Ui.it  “laxpavers-in-general*’ 
incnulo  marw  quite  lo\v  income  taxpayers,  it  bccome^s  clear  that  a shifts 
mg  of  the  nruinciul  burden  fnnn  students  and  llieir  families  lo  tax- 
payers involves  lo  .soineoMenl,  a .shift  of  the  burden  lo  familii^  wiio»ie 
incomes  and  oliility  lo  pay  may  Im  less  than  the  ability  lo  pay  on  ihe 
part  of  stiidents  and  their  parents. 

This  raises  a more  funonmcntal  is.sne  of  the  meaning  of  “abililv  lo 
]).iy,”  Just  ns  standards  have  been  esi.iblished  for  delermining  fiow 
iiiueh  a family  can  ‘‘alToixl’*  to  pjiy  for  h!f/hrr  rdvrniiov^  so  might 
standards  be  establishtyj  to  determine  bow  mu<di  a family  eoiild  ••af- 
ford” to  pay  in  If  such  n study  were  done,  it  might  well  eonebnle 
that  familicsS  of  given  size,  given  needs,  and  wilh  ineoines  Ixdow  s*»ine 
sjietuficd  ninouni,  c/uild  not  /i fiord  f*>  pay  ;iny  taxes  at  all : neverflieles.s, 
we.MiS|K*cttha!  many  such  families  are,  ni  faV4,nolua!ly  payinglaxes-— 
and  would  Ix^  rwiuired  to  pay  even  more  taxes  if  .Si ale  suppoit  for 
higher  education  were  incrcaswl. 

Another  possible  source  of  subsidy  fuiuls  f<w  the  nmly  is  *>llu*r 
colle^  st  udents  and  I heir  parents.  We  no(e<l  nliovc  that  there  n ri*  s»uno 
families,  particularly  in  Group  I,  wlioni*eahl(Min(l  willing  u>  p.av  inopi* 
than  the  oflicient  price  of  oduention.  If  they  were  charge*!  a biglier 
price,  the  subsidies  rwiuiro*!  for  noecly  sludeutsS  could  be  obtaine*!  out- 
side the  tax  syslein.  This  would  a mount  to  iho  use  of  clas.'^ic  price  dis- 
crimination, to  charge  what  tlio  traffic  will  bear.  One  might  think  of 
the  re.snlting  schedule  of  chargiis  us  rellei^ling  a sliding-scale  college 
payment  plan,  with  the  possiliilitv  of  nepitive  elmrpvs  for  the  most 
needy.’ 

On  the  assumption  that  a choice  can  he  made  regarding  the  most 
appropriate  subsidy  device  for  achieving  greater  equity,  there  is  still 
n larger  issue  concerning  Iho  propriety  of  limiting  subsidies  to  those 
who  choose  college  rather  than  some  other  means  for  enhancing  indi- 


UnlTiTnlt.v  hnH  bcon  exnprlmi'atlnp  with  nucli  a plnn  though  In  t qtilto 
rMtrJrt<*o  form.  Th<*  i»ll<lJnir  ^c«lo  approach  lir  aUo  Impnclt  In  ca«<**  whore  the  tlite  of  achoMr- 
iiapH  Iff  n lunction  of ' need. 


113 


«Ti«1  F«?r  lhc»  m»«y  fxyifilo 

for  f'<»lk'iro  or  not  jnU^v^4(y|  jn  colicife  «n«Icr  my 

pririnir  Uk’iv*  a vanH y nf  <»tlKr  liV 

wIikIi  Il)<^y  f-m  Uirir  iiKor/Kw  Jind  fulunp  faili^fKlicm.  anti 

WoTiif*  frtWInf*  JoU  U*ainiti^  «nd  jfivwiTnrnt.^  in 

wnal)  niv*  only  t%^x?  (o  cv>Tlcpx»-*jjc)injr.  Whotl?(*T 

fnnii  «lif‘  M,n))<ljM>iiit  of  ftr1ni*vhii2:tvjiniy  c>rf*iRf’icncy  in  iv*wf«uxx*  alloca* 
tion,  it  Ik»  hi^ilily  <k*j»iral>lc*  lo  mate  <3>ew  anil  jK*rha}i?»^  other 

rtlU  at  ailahJe  lo  yrnin^f  j>oonj<*  nlirydn  no<  oj>l  foronllo^ 

A ,M|h^i<Iy  mic3)<  ^el3  Ix!  Hut  it 

at  thi*  time*  <Io  mticn  to  ptoiiele*  f^jtiality  of  <i}i}ioTltiiiity 

for  nil  \imn\i  | mrTT»ly  for^oDc^c  i4ii<JentA. 

'lijn  i^vrbnfM*  c>f  the  ptojjowil  for  bma^leninjj:  the  Mjhwely  liawe  ^ill 
lic»c4*tMf‘  r1<  ?itirr  a«  \v«*  Um\  to  the*  enijnrical  tmiUiiiof  «ur  inv\u*.tijrat4<m 
of  henv  thr  find  of  |♦n^Jir  hi^^hf^r  o<| nr.it ie^n  aiv  4jare^l  in 

i”alifonna.  Wr  >ie^  tj)a<  a of  all  younjj  tvoeiro 

lH»  jjuh3j<’  ►iuh^jely  at  all  lh?vj«3yh  the  jnddie  higher  oeincat ion  mitem, 
a »3na^l  j tcTrv^nt.a^r  \cry  fiali^'iant^aj  {ftjhlic  Mjbridieft. 


ir  Tin:  Disnnm  nox  ok  costh  and  dihkct  hkxe. 

KITS  OK  KTHLK^  HUtHKll  KOITW TlON ; TIIK  (^\SK  OF 
(\\UKOUNIA 

The  pnltljo  hi|?her  <4«ratjo^t  in  the  V)nit<*d  St^itnii  provide* — 

or, at  puldir  MihvJdy  to  votin;; |>eo}deof  nollci??  a;re.  Tim 

extent  to  ulnrji  the  ymin;^  |KiOj»Je  flrfna*lly  fvoeive the ietih4dief«ch«j)rndN 
on  < O 'vhet imr  they  ran  cpialify  for  ndminrion,  (2)  >vhi*UiertJmv  avail 
tlmiOMidves  of  fjm  opjxnl unity  to  attend,  stnl,  if  they  do,  («1J  uhat- 
epiantit  V ainl  r|t|;i1ity  of  cvlnaitjon  they  nvejve.  Am  « fVKidt,  the  amount 
of  Mth'^nly  recidvcnl  the  jniUfic  fman^in^  of  hi^rher  education 

varies  peatly  from  one  {rnrHin  to  nni^lter.  Our  oiijcctive  in  (he  remain- 
d«*r  of  UijM  pajmr  in  to  e.w^jmate  (1)  the  nmomits  of  Mihsidies  recei\‘ed 
thiini^h  hi;:htT  tsiucation,  (*i)  the  variation  in  xubsidies  received  by 
httulojitfi  dejK*udin;r  u|>on  (lie  amount  «if  jNcJiofdiii^  .and  (he  him!  of 
?^ht^dm;r  they  ohinin,  and  (iO  the  extent  to  which  thche  MuV)4dieM  are 
nv'eivwl  in  ditTerent  ainotin(i<  liy  Mtudent-s  \vhoK».  families  an^  at  diiTer- 
en!  soeio-mijinniir  levels.' 

AUention  is  ivMrirUMj  iounderjrntdua(eedt)i*ntion,  att«l  the  data  use<l 
are  for  public  o<ltira( ion  in  C'ulifuniia.  While  higher  iHhiaitioji.a!  sys- 
tems ditfer  nnion^  Moles,  it  would  appear  (hat  (he  reMilts  for  tViH- 
forniu  an^  broadly  »*harm*(erislie  of  (hosi*  for  a iiunil)er  of  other  slates. 

A kiiowledfn'  o?  (he  matriiiltidc  aiul  diMrilmtiouof  subsidies  or  ditXH:t 
l>enefiu  nrovuliHl  through  public  hi^Ldier  (xincation,  or  imlee*!.  tlmni^di 
any  public  pro^ain,  is  ini|>oi*tiinl  for  what  it  s««.  pi^sts  as  ic  a|>propri- 
nte  pricing:,  tux,  and  exjmndittin^  policy.  Ily  ’‘appmuriate''  we  mean 
policie.s  that  will  Im^  eflieiont*  in  the  sense  of  dom^r  ino  most  to  raise 
output,  and  at  llic  same  time cijuitable,  in  tho  scuise  of  doin*;  the  most 

* l.UCU  rttftrt  ►^mii  to  lidvc  bfoo  clvi‘n  to  UiIr  ttUiiKt.  l**or  ou<»  luti  r«**itl»‘K  nml  t»t«rw|aivi* 
forajr.  n»rt»t«|au*r  Jruckit.  “Buctnt  Stmtincntton  niiJ  MniJn  lUtfluT  iMucttiioii.’'  //rttvora 

KducattQn  SprlRtf  UHtS. 


117 


114 


to  achict'nj  oocidy '»  dicdribtilioji  wkIi  a»  jjtmiditijr  cnuab 

iiy  of  opjKfrlnnily  for  young  jwjilc.  Wo  can  illustmlc  »omo  oi  fho 
|Kv^1nlitu^.  For  tlmw  " for  liighrr  c<bKalioii,  iinifonn  Fiilwi* 

dicft.  may  pnn’ido  a ^wmcIfaU"  to  tho  moro  finiUirially  ahln  while  doing 
lit  He  to  farilitato  college  aUeiuUnco  by  the  Iona  vrclt-oSfT.  This  might 
argue  for  wfimc  kind  of  flexiblo  pricing  «yi?tcin  in  higiicr  education, 
Unmgh  much  tlm  Name  effort  nii^mt  1»  achievecl  liyw  din^rtly  thiongh 
llio  tAX  Ny^4om.  For  IhoNc*  not.  eligible  for  public  higher  olucntion,  the 
provijs^ion  of  other  kiiidN  of  Nul^Kidicj^  nr  direridionrUt  program  may 
not,  mily  yield  fnilMantial  IwncfltN  to  nthetN  but  ti\^i  lielp  to  achieve 
greater  eo«ality*“of  Mb  educational  opjKnlmiity  «nd  of  upi^rlunity 
jn  general, 

Si  nN^noiys  Sirnr.MiN  C\s  Rixatuit 

The  amounlN  of  public  higher  ctlucation  fsubssidies  that  college  r4u- 
dc•nl^^  <*;ui  and  do  mnrdve  am  tl*e  diffemine  M«mi  tuition  and  fho 
— insitriKlional  and  capital— *if  pn»viding  inj4niclJon  to  them. 
11)0  sirx?  of  UiiN  difference  for  any  •4udert  dej>ends  on  the  numl^erof 
years  of  instnidion  reoeivwl,  and  tlir;  Kubsidy  }K*r  year  of  Nriewpling. 
Viie  laMer.  in  turn,  deiK*mls  essmlialiy  on  the  co;^ts  of  the  particular 
ciffbige^  and  cm  iU  i)rioe  <nrim.irily  tuit nm  b 

In  IW  the.  pufdic  Mnwidy  providwl  timnigh  liiglier  ecluc^ition  in 
('alifornia  nuigwl  fi\«n  for  a year  at  a Jiniior  Cxilh^*.  to 
aiul  for  a vear  in  the  lower  d^ivision  (firNt  two  years)  at  a Cali- 

fornia Suite  College  and  at  tJie  ITiiiversity  of  Califoriiia,  re.s|Hvti\eiy, 
iitif  the  one -yea r i»uhsi dies  tell  only  a |>oilion  of  the  subsidy  Mory*  for 

iile  some  students  may  atte4id  a public  colK*gi^  ft>r  only  a year  or 
euui  h^s,  others  attend  for  four  }*(\irs  or  more.  And  not  only  (lo  tlio.^e 
who  attend  for  loiigi*r  jH^ricsIs  iv^txuve  larger  sulwnbes  for  that  iv:Lson 
alone^  but  also  j>oraust‘  the  subsidies  incrwise  as  stndenlH  progn^s  to 
tlio  up|)cr  division  levels.  ForCalifornia,  students  who  coiupletiMi  two- 
year  dunior  College  Prognun  receive  an  average  subsidy  totaling  $1,- 
TIO,  while  t)nwefX>iiiplelingabuoralaun*atc  ])rf>gram  lU  a Nate  (Vdlego 
receive  four  limes  as  large  a subsidy--i?5,B(K) — sind  graduates  from  a 
University  of  California  campus  nretuve  a four-year  siiMdy  of  nu)ro 
than  $7,100.  Tho  actual  uniounfs  of  sulNdies  vary,  donenuing  u|Km 
pal  tents  cif  transfer  utnoiig  lliesi*  three  si'giueiils  of  the  California 
public  liigher  (sbicaf  ion  system. 

The  pro|M)ilioiis  of  entering  students  completing  each  si*ginenl.  of 
Iiiglier  education  vary  considonibly,  from  about  (W  |HWccmt  at  the  Uui- 
veiNiy,  to  .15  iHUveiu  at  the  Stale  Colleges,  and  Ut  dO  percent  at  tlio 
Juiium  Colleges. 

lha  even  this  is  diventive,  since  many  eligible  students  t\o  in>t  avail 
tlieiuselves  of  any  public  higher  education.  Some  prefer  lo  enter  the 
work  force,  others  enter  the  luilitary  st*rvicKs  and  many  feinaUvs 
marry  and  do  noi  coni i line  their  scdumling.  Still  others  enroll  in  pri- 
vate institutions  of  liiglier  education  in  California,  \vhile  another  out 
siniiller  group  s<H»ks  liigher  exiucatioii  oul.sidc  of  California. 

Of  tliosi't  who  do  enroll  in  public  higlier  education  in  California, 
tho  proportions  eligible  for  each  segment  who  actually  oimffl  in  that 


118 


6cpnu*nt  is  often  very  low.  For  example,  of  the  10  i)crwnl  of  hip:li 
senonl  students  elipblc  for  the  I ‘Uiversit y of  ('aliforiiiti  in  1005,  only 
fi  |H»n'ent  planned  to  eiimll  at  the  riiiver**!!^’ ; ain)ther  1 nen  eiit  iihiii- 

on. 
iii- 
at 

Uie  Junior  (Ville^^^,  and  1 tx'rrent  did  not.  plan  to  eoroll  at  all.  And 
with  res)Hvt  to  the  Junior  (Vdlep**?,  for  which  all  sindeufs  arc  eliphle, 
only  s^mio  J50  iK*rcent  of  Inirh  .school  frra*liiates  planned  to  enroll; 
tliis  constituted  onedmif  of  the  01  i>eivent  of  hipi  school  ^nid nates 
who  were  noteliphle  (on  theha^sis  of  scholastic  performance  in  hi^h 
s<  hool)  for  either  the  University  or  a State  Colfep*.  Thus,  whatever 
their  n*a.s«uis,  many  Iii^h  scIhk)!  students  enroll  at  piihlio  institutions 
of  hi^heu* f^lncatioii  in  Cabfornia  wl)ich  jirovidesuh.sidiessmallertliau 
flw#^  fr>r  which  they  ;m*elipl)le. 

Just  ns  the  amount  of  public  .siil>sidv  varies  ainoii^  the  three  sep 
uieiiti^  of  the  (California  higher  iHlucatioii  system,  so  do  the  attrition 
rates.  St n dent. s who  enter  a Junior  Colletic  not  only  receive  the  .**inallest 
sul>s*idy  i>cryear,  Init  they  arc  most,  likely  to  remain  in  school  for  only 
a .short,  time.  Hy  contrast,  sltident.s  who  enter  the  Universily  of  ('ali- 
foriiia  rcceive  n far  peal  or  .*^ul).sidy  l>er  year  aiul  aiv  most  likely  to 
receive  that  .sub.sidy  H>r  fonr  years,*  until  ^rradnation.  The  hiph  aitri- 
(ion  nUe  at  iJteJuiuor  College  level  reflects  in  pnrtJhe  fact  that  a num- 
Ut  of  its  prognims  re<|iiiro  oidy  one  year  of  schooling.  The  rate  of 
attrition  at  the  Slate  (\)llep*s  is*soine\vhnt  lower,  and  attrition  at  (he 
1 'niversily  of  ('alifornia  is  the  lowest,  largely  as  a re.^^ull  of  its  giv..;er 
.‘^dectivily  in  admissions.*  Its  first -year  attrition  rnto— 15  percent“ 
seoins  rather  high,  but  (he  four-year  completion  rate  of  55  percent  is 
within  the  range  for  ino.st  other  companihle  four-vear  institutions. 
However,  an  additional  three  i>ercent  of  the  initial  entranf.s  to  the 
University  of  California  completed  their  work  at  a Slate  C!ollege.  and 
.s«iiue  others  undouhtedly  gniduated  from  colleges  out.side  the  Cali- 
forniasystcni  of  public  higher  education. 


n(Hi  on  going  to  Mate  l oi leges,  .i  jierceiit  lo  #Minior  t>ilieges,  a )i 
cent  toother  insliluliouf^  niid  2 percent  planned  no  further  e<hicali 
Of  thos*^  17  jHMceiit  eligible  for  Stale  Coll(^*s  (but  not  for  iJie  V 
versilv),  2 iMTcent  planned  lo  enroll  at  a State  College,  8 iK'ivent 


DrsTRrncnoN  of  Amounts  of  Suusidii^s 

Wo  have  constructed  a rough  distribution  of  the  percentage  of  an 
ago  cohort  of  high-school  graduates  who  rcceive  different  amounts  of 
public  subsidies  for  higher  education,  utilizing  dat^i  on  instructioiml 
and  capital  costs,  transfer  patterns  among  the  tTirec  s}*stcms,  and  attri- 
tion mtes.  This  information  is  summarized  in  Table  1.  Tlie  rather 
startling  conclusion  is  that  while  a small  proportion — 0 percent — 
receives  rather  largo  subsidies,  exceeding  $5,000,  more  than  half  of 
California’s  young  i>cople  rcceive  under  $750  in  total  subsidy  from 
higher  education.  And  a substantial  fraction— 41  i)crceiit. — receive  no 
subsidy  at  nIK  This  group  is  divided  between  those  who  obtain  no 
liighor  education  whatsoever — almost  80  percent — and  those  who  plan 
to  attend  private  colleges  within  California — or  colleges  outside  the 
state — about  20  percent. 


>For  Additional  dctallR  soo  BenefitSt  Ooati,  and  Finance  of  Public  Higher  Educaiio»t 
op,  cit,,  chapter  4. 
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Table  1. — Kjtlhnafrd  tfinfrilution  of  puhlh  i^ubtfidiat  for  hioh^r  education  hancd 
on  amount  reevived  durintj  period  enrolled 

Percentage  of 


prruont 

Aniount  of  HUb.sIdy:  receiving 

0 

$1  to  $740 14 

.S750  to  $1.0W) 80 

$2,000  to  $3,409 8 

$3,.V)0  to  fl.909 3 

$3,000  to  $0,409 0 

$0,300-f  - 3 


Total ino 


In  sliort,  there  is  a liiglily  unequal  distrihiitioii  in  the  anumnts  of 
public  subsidies  actually  received,  even  though  California  prides  itself 
on  the  wide  access  to  liighor  education  it  provides  and  the  nigh  enroll- 
ment ratios  which  are  prestminbly  a reflecMon  of  this.  Moreover,  there 
is  little  reason  to  believe  that  the  distribution  of  public  subsidies 
through  the  higher  education  is  less  unequal  in  other  states  than  it  is 
in  California.  No  state  has  as  widely  accessible  a junior  college  system 
as  does  California ; thus,  other  states  probably  have  larger  proportions 
of  young  people  who  obtain  little  or  no  college  education. 

DiSTumunox  or  Sunsii)iF.s  by  Famtta-  Incomk 

What  can  be  said  about  the  distribution  of  subsidies  provided 
through  higher  education  when  measured  against  students’  family 
inc()ino  levels?  While  this  is  a difficult  question  to  answer  with  the 
available  data,  we  have  tried  to  shed  light  on  it. 

To  begin  with,  it  is  useful  to  examine  the  ])atterns  of  college-going 
by  level  of  family  income.  These  are  shown  in  Table  2,  wliere  col- 
umns 3-6  show  the  family  income  distributions  for  all  California 
public  college  students  in  19G4,  column  2 shows  the  income  distribution 
for  families  without  children  in  California  public  higher  education, 
and  column  1 shows  the  distribution  for  all  California  families. 

The  distributions  by  family  income  clearly  differ  among  the  groups 
shown.  Median  family  incomes  (see  bottom  row  of  table)  are  lughest 
for  psjvents  of  Univei*sity  students,  followed  by  State  College  student 
families  and  Junior  College  student  families.  I.<owest  of  all  is  the 
me d jail  for  all  families  withouv.  children  in  the  California  system. 
(This  is  heavily  weighted  with  elderly  and,  on  average,  low  income 
families.)  These  patterns  are  about  what  one  miglit  expect  and,  in 
general,  conform  to  the  patterns  sliown  in  other  surveys.^  Tlius  we 
conclude  that  access  to  subsidies  is  positively  ivlated  to  levels  of  family 
income,  with  the  highest  single -year  subsidy  going  to  UC  students 


» For  example,  boo  the  WiscooRln  data  In  L.  J.  Lina,  A.  T.  Abell,  and  D.  R.  Stuck!.  Cotta 
of  Attendance  and  Income  of  Madiaon  Oampua  Siudentet  The  Univerattp  of  IVU^consIn^ 
Acfldcmto  Ycavt  oiQco  of  InHtltutlonnl  Studica,  January  1007;  I.  M.  Boyak, 
A.  r.  Abell,  and  L.  J.  Lina.  Ooata  of  Attendance  and  Income  of  Univeraity  of  Witconain- 
MiUvntikec  Students,  1904-19^5  Academic  Year,  Ofllce  of  Institutional  Studies,  Marcb  1007 : 
and  L.  J.  Lina,  A.  P.  Abell,  and  R.  Ilammes,  Ooata  of  Attendance  and  Income  of  Vntvcraity  of 
Witcottain  Center  Students^  1904-1905  Academio  Year,  OlQco  of  Institutional  Studies,  May 
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(and  their  families)  who  already  have  the  highest  median  family 
incomes  ($12,000) 

Table  2. — DittribiUiom  of  families  H income  Uiel  and  type  of  toUege 
or  unu'crsiliff  Catifornia,  1 0^4 

(In  prrconl] 


FamlU«s 


without 
chilflrcn  in 

CalifomU  Families  with  children  in  CaiifomU  public 
nublic  hichef  education 

All  nlchcr  - — — - 

Ir.cnmecW^s  families  Mucation  Total  JO  SO  UO 

(I)  (2;  Ui  (I)  (5)  (fl> 


nto5.V.W *7.0  0.0  0.1  V!  AO 

to  <0  u.ji  Ii.u  i:i.o  I.V9  10  2 7.5 

i«i  $ 7,  w I H.  y j y.  0 i :.  o i o.  6 ir.  o 1 1. 1 

to  $'V/W Kl  IK.  3 *0.4  10.  V 17,2  13.1 

$10.oc«to$u.w 12,4  12.1  IS.S  14.4  T.*.'*  113 

J12.<«ifMo$13//rt 7,4  7.3  KK  17.2  lOs  11.3 

514.‘"-'1o$|V,y*'* 7.U  7.5  13  0 U.  1 110  2(^.3 

l.S  I.O  14  2.6  13  0.6 

l25.tM»plu$ 2.6  2.3  5.4  4.2  4,5  11.8 


Tol.’d 100.0  100.0  100.0  100.0  100.0  loao 


-Median  income  $iOi»  $7.;*00  $0..V>0  $4,&<W  110. 000  $12,000 


Seurce:  Col.  I -“lx*! ter  from  Ofllceof  I/ecWatlvr  Amalysl,  California  Legblnturie.  In  Tuffionfor  Cnh/ornfo*» 
PuNir  Jf)ir//urioni  o/  Jlicher  Education,  JuUil  (’ommiltee  mi  fficher  Kducation  licarlnRi,  (>ct.  l3  and  16. 
1^67;  .tee  lab  T,  table  1,  Col.  2— Kstimaled  by  the  authors,  t'l !.  .'t— Weigh te<i  nvefaee  of  coJs,  4.  5,  rind  6. 
Col.  4.  5.  6— Kdward  Samlor*  and  Hans  I'altner,  T1\c  Financial  Harficr  fo  Hlahcr  Education  <n  California 
(Cbiemonl;  Pomona  ColJcce,  li>65),  table  M,  p.  21.  which  relateJ  to  distribution  of  imrcnl-supportetl 
sliMent*  only. 

Wc  can  present  some  crude  (igui^cs  to  illustrate  the  association  of 
family  inaime  and  subsidics-received,  by  comparing  median  family 
incoiiH^  for  the  groups  shown  in  Table  2 with  the  mnounts  of  the 
subsidies  going  to  ^ch  of  these  groui)s.  Table  3 presents  our  estimates 
of  these  data.  Median  income  or  families  of  various  type.s  is  shown  in 
line  1,  the  one-year  subsidy  received  is  given  in  line  2a  j and  the  subsidy 
as  a percentage  of  family  income  is  pnisentcHl  in  line  2b.  Because  stu- 
dents first  enmlling  at  each  type  of  institution  do  not  remain  in  col- 
lege equally  long,  the  average  number  of  years  they  ai*c  enrolled  is  also 
shown,  in  lino  3.  The  total  subsidy  received  is  shown  in  line  4a,  and  the 
percentage  of  family  income  that  the  subsidy  con.stitutes  is  in  line  4b, 
Because  students  transfer  amon"  the  three  higher  education  systems, 
the  average  subsidy  is  not  simply  the  product  of  the  average  subsidy 
in  a paiticular  system  and  the  average  number  of  year's  ol  schooling 
obtained  by  students  who  begin  their  schooling  in  that  system,  iVs  in- 
dicated by  line  2b,  the  values  of  the  single  year  subsidies  vary  from 
zero  pei'cent  of  family  income  for  those  without  children  in  public 
colleges  and  universities  (some  of  these  people  may  have  children  in 
private  colleges  or  in  public  colleges  not  in  California),  to  14  percent 
of  family  income  for  those  families  with  State  College  students. 

< Were  v?e  to  relate  the  data  ahown  In  Table  2 to  the  data  on  BUbsldiCB  received  over  the 
entire  collese  stay,  the  differences  In  the  Riihsldles  received  would  bo  accentuated.  The  reason 
is  that  University  of  California  students  arc  inoro  likely  to  complete  four  years  than  are 
State  CollcRO  students,  and  tho  latter  are  more  likely  to  compleite  four  years  than  the  vast 
bulk  of  the  students  who  begin  at  Junior  Collogcs. 


i2i 
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Tablb  3. — Arfrage  family  incomes  and  average  education  subsidies  received 

btf  familiest  by  type  of  institution  chiHrcn  attend^  Catijornia^  1064 


Y niUcji 
’ .(hout 
cliiMtrn  In 


Callfomla 

putilic 

All  FilffHnr  ^ 

FomiUcs  with  children  In  Cnllfomta  public 
blRlirr  (slucatlon 

^44  44llbla1.l 

famitk‘5  educallon 
(1)  (2) 

Total 

(3) 

JC 

<4) 

SC 

(5) 

CC 

(fi) 

I.  Arcrace  family  income  * 

$8,000  $7,900 

$9,560 

$8,800 

112.000 

2.  ATcrace  hichcr  education  sul>* 
iiay  per  year:  J 
(a)  Amount  In  dollon 

n 

$8S0 

$720 

$1,400 

$1.70') 

(b)  Peroent  of  line  1 

0 

9 

8 

14 

13 

3,  Averace  number  of  years  of 
liteher  education  oompleteil  > 

0)  (0 

1.2 

2.6 

2.  8 

4.  Averaco  total  higher  education 
sulisidy;  ■ 

(a)  Am<'unt  in  dallan...* 

0 

$1,700 

li.avj 

$3.S10 

$4.k70 

(b)  Tcroent  of  line  1 

0 

18 

12 

31 

41 

* Median  income  from  ublo  % 

> Arerajto  stiMidlcs  are  bavMl  on  itio  dUiilbutton  of  rnrollmnU  by  year  of  school  and  on  distribution  of 
enrollment  by  type  of  Institutbn. 

* Authors’  estimates  iHued  on  data  in  fknefitt,  Cod,  and  Finance  of  PtUAk  fHyhtr  EdnenUon,  op,  Ht.. 
tables  1.  2,  and  3.  Because  students  transfer  nmoni;  tlie  3 tilRher  educatioiml  s)*stcmx,  tlio  average  snb<id>' 
tliown  in  line  4(a)  is  nut  oldalncd  limply  by  inulilplyliit;  Uno  ',£(a)  by  line  3. 

* Not  available. 


Tlio  average  overall  subsidy  is  equal  to  9 percent  of  current  money 
incomo  for  all  parents  of  public-enrolled  college  students  (line  *2bt 
column  3),  but  tlio  subsidy  climbs  to  18  percent  of  family  income  when 
}vo  take  account  of  tlie  miinber  of  years  that  the  educational  subsidy 
is  received  (line  4b,  column  3).  Because,  as  noted  before,  the  amount 
of  schooling  received  differs,  the  average  total  subsidies  (line  4a)  rise 
far  more  sharply  than  the  single  year  subsidies  (lino  2a),  as  we  con- 
trast the  families  witli  children  enrolled  in  California  Junior  Colleges* 
State  Colleges,  and  University  campuses.  These  patterns  of  subsidies 
raise  serious  (piestions  about  the  equity  of  the  current  system  for  fi- 
nancing public  higher  education  in  California. 

At  the  same  time,  however,  the  distributions  of  students  by  parental 
income  (as  shown  by  each  of  the  columns  in  Table  2)  are  so  wide  for 
each  type  of  system — ^University  of  California,  State  College,  and 
Junior  College — that  any  strong  conclusions  about  the  “class-serving’^ 
nature  of  the  entire  system  of  higher  education  in  California  cannot 
be  drawn.  While  there  is  a tendency  for  the  higher  subsidy  schools  to 
draw  a higher-income  clientele,  the'overlap  of  flie  distributions  is  still 
very  substantial. 

Some  added  light  can  be  thrown  on  the  equity  issue  by  a restruc- 
turing of  recent  data  presented  by  the  California  Coordinating  Coun- 
cil for  Higher  Education.®  The  data  from  several  of  its  tabl^  have 
been  combined  to  show  how  eligibility  and  plans  for  higlier  education 
enrollment  vary  systematically  with  income. 


» CoordlimUnp:  Council  for  Hlphcr  Education.  State  of  Californio.  Flnandal  4asi«f(r»ce 
Programs,  07-13  (Second  IleviBlon)  October  31,  1967,  Table  1-1!.  p.  1-9  ; Table  1-3.  p.  I-IO : 
and  Appendix  Table  B-3. 
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We  SCO  ill  Tabic  4 that  under  20  percent  of  tlio  liigh  school  grad- 
uates qualify  for  the  substantial  University  subsidies^  this  is  a prod- 
uct of  the  academic  entry  i*cquirenicnts.  Even  more  striking  is  the  fact 
tliat  the  percentage  of  all  students  qualifying  for  the  University  of 
California  (column  1)  rises  quite  dramatically  by  family  income 
level — from  about  10  percent  m the  lowest  income  bracket  (under 
$4,000)  to  40  percent  in  the  highest  (over  $25,000).  Thus,  the  cor- 
relation between  high  school  achievement  and  family  income — and  all 
that  it  reflects — is  startling  indeed.  Tliis  pattern  j)ersists  as  we  widen 
our  view  to  include  those  eligible  for  both  tho  University  and  those 
who  arc  eligible  for  State  Colleges  (column  2).  But  a close  examina- 
tion of  the  dillcreiiccs  between  the  two  columns  shows  that  the  per- 
centages of  those  eligible  only  for  the  State  Colley  system  is  roughly 
constant  with  respect  to  income  level;  thus,  University  eligibility 
requirements  account  largely  for  the  unequal  distribution  of  oppor- 
tunity. 

The  extent  to  whicli  family  income  influences  the  likelihood  that 
n student  who  is  eligible  for  a liigh-subsidy  school  will  go  to  it  is 
i?idicatcd  in  Table  5.  For  tlio  University  (column  1)  a larger  frac- 
tion of  upper  than  lower  income  students  plan  to  attend;  the  same 
liolds  for  tlie  combined  University-State  College  system  group  (col- 
umn 2) ; and  the  pattern  continues — tliough  in  somcwliat  muted  fash- 
ion— when  wo  consider  all  high  school  graduates  (column  3).  Actually, 
<:hesc  results  are  somewhat  deceptive  since  those  eligible  for  a ‘‘higher” 
system  can  also  attend  a “lower’’  system. 


Table  4. — Distnbuiion  of  high  school  graduates  by  eligibiltly  for  public  higher 
education  in  Californiat  by  type  of  education  and  family  income 


Pcrccntnfro  distribution 
of  high  school  graduates 
by  eliglbUity  for— 


University 
of  California 
University  and  State 
of  Callfarnia  colleges 

Family  Income  (1)  (2) 


$0  to  $3, WO 

$4,(K)0  to 

$e,000  to  $7,099- . 
$8,000  to  $9,999... 
$10,(X)0  to  $12,499. 
$12,500  to  $14,999. 
$15,000  to  $17,499, 
$17,500  to  $19,009. 
$20,000  to  $24,999. 

$25,000  plus 

Not  reported 

All 


10.7 

28.0 

11.6 

20.3 

11.9 

30.5 

16.2 

33.2 

19.4 

37.1 

22.5 

30.  S 

27.9 

45.4 

29.5 

45.1 

33.3 

46.1 

40.1 

54.3 

13.3 

28.0 

10.6 

30.3 

Sonreo:  IJascd  on  data  from  CCIlRi  iVnoHciof  Proprams,  G7-I3  (2d  revision)  Oct.  31,  1907, 

table  P- 1-9;  table  1-3,  p.  I-lO;  and  appendtK  table  U-3. 

Note.— Excluded  from  tho  sample  of  8,1(52  were  302  students  planulJitr  vocational  traliiing,538  noiirespon- 
dents  on  enrollment  plans,  and  20  for  whom  eligibility  was  Indeterminate. 
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Table  5. — College  attendance  plane  of  California  high  school  graduates j by  family 
income  and  higher  education  segment,  1966 


Family  income  level 

Percent  of  UC 
cligtbles  planning 
to  attend  UC 

<») 

Percent  olUC*SC 
ellgibics  planning 
to  attend  either 
UC  or  SO 

t.') 

Percent  of  all 
California  high 
school  graduates 
planning  to  enroll 
in  UC,  SC,  or  JC 

(3) 

0 to  M.TO9 

30.4 

22.5 

53.1 

$4,000  to  WO 

29.7 

50.1 

$6,000  to  $7,009 

214 

28.1 

5*J.3 

$8,000  to  $9.090 

30.5 

GO.O 

$10,000  to  S12.4W 

25.3 

32.6 

02.0 

$12,500  lO$\4,^«0 



37.5 

64.0 

$lJi,U00  to  $10,999 

219 

32.1 

63.4 

$17,000  to  $19,999 

313 

45.7 

64.2 

$20,000  to  $24,999 

62.0 

OS.  2 

$25,000  plus 

40.7 

47.  S 

57.8 

No  response 

30.5 

sal 

47.9 

Source:  Same  as  table  4. 

Note:  UC  (University  of  California);  SC  (State  colleges):  JC  (junior  colleges). 


IndfMid,  when  wo  compare  the  percentage  of  Uiiiver.sity-cligil)lo 
students  planning  to  attend  one  of  the  throe  piildic  systems,  wo  Hnd 
that  the  proportion  is  fairly  constant  with  respect  to  family  income, 
at  about  70-75  percent  (those  data  arc  not  shown  in  the  acconnnpanv- 
iiig  tables).  Much  the  same  kind  of  pattern  eincrgo.s  for  botJi  the 
University  and  State  College  oligildos  who  plan  to  nndorlake  higher 
education.  The  point,  however,  is  that  onrolhnont  in  a lo\V(‘r  system — 
often  dictated  by  family  income  consideration.s — implies  a reduced 
level  of  subsidies. 

Who  Pays  tiik  Taxes? 

Having  shown  the  extent  to  which  families  in  diffcu’cnt  income 
groups  arc  awarded  subsidies  through  the  fiscal  system  b}^  virtue  of 
the  provision  of  higher  education,  we  turn  now  to  the  questioii  of 
how  tliese  subsidies  arc  financed.  Specifically,  we  e.stiinatc  distriliii^ 
tions  of  state  and  local  taxes  paid  by  families  at  each  income  level. 
The  objective  is  to  provide  a basis  for  comparing  the  subsidies  re- 
ceived with  the  tax  j)ayments  made.  Such  inforniaHon  is  essential  in 
assessing  the  equity  of  the  current  methods  of  financing  higher  educa- 
tion in  the  State  of  California. 

Our  approach  is  to  estimate  the  incidence  of  the  mo.st  important 
state  and  local  taxes  by  family  income  level,  so  as  to  note  the  absolute 
amount  of  taxes  paid  at  each  income  level.  We  can  then  compare  this 
amount  with  the  subsidy  received  and  note  any  differences.  But  we 
still  have  no  real  way  of  determining  how  much  of  whatever  taxes  are 
paid  reflect  support  for  higher  education,  as  against  the  many  other 
services  provided  by  state  and  local  governments. 
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The  average  amount  of  taxes  paid  at  each  income  level  as  well  as 
the  clfectivo  tax  rate,  for  California  state  taxes  alone,  and  for  state 
and  local  taxes  combined,  is  shown  in  Table  G.  The  most  important 
finding  is  that  while  the  state  tax  structure  (colunm  2)  seems  to  be 
soniowliat  progressive — that  is,  the  clfectivo  tax  rate  rises  with  in- 
come— except  in  the  lowest  income  classes,  the  combined  state  and 
local  tax  structure  (column  4)  is  regressive  below  $8,000  and  is  essen- 
tially proportional  above  that  level.® 

Wo  return  now  to  the  major  task  of  this  .section — to  compare  tlie 
taxes  paid  with  the  subsidies  received  by  families  with  cluldren  en- 
rolled in  college,  so  that  we  can  ob.servo  the  extent  to  winch  broad 
gix)ups  of  families  do  or  do  not  iTceive  net  subsidies  throiigli  higher 
education.  In  making  such  comparisons  we  once  again  remind  the 
reader  that  this  involves  comparing  all  taxes  with  benefits  received 
from  higlier  education  alom.  As  shown  by  Table  7,  the  annual  value 
of  higher  education  subsidies  (line  2)  received  by  a family  with  a 
single  cliild  enrolled  in  a public  college  cxceed.s  the  total  amount  of 
all  state  and  local  taxes  they  pay  (lino  ;J),  by  rather  substantial 
amounts.  On  an  overall  basis  the  average  higher  education  .subsidy 
is  $880  per  year  (line  2,  column  3),  in  contrast  to  total  state  and  local 
taxes  paid  of  $740  (line  3,  column  3);  this  results  in  an  annual  net 
transfer  of  $140  from  all  taxpayers  to  parents  of  each  college  .student. 
But  this  average  coitceals  wide  dllferences  by  type  of  college. 


Table  0. — Ktiitmafcd  tax  hurdrm  hy  income  class,  California,  1965 


Statp  *axp.s 

State  nnd 

Effective  State 

only  i)cr  Effective  State 

local  tnxp.s 

nnd  local 

Adjusted  gros?  income  class 

family  * 

tax  rate  i 

per  family  > 

tax  rate  ’ 

(1) 

(2) 

(3) 

(4) 

0 to  $3,999 

$104 

5.2 

$474 

23.7 

$4,000  to  $5,999 

132 

2.0 

527 

10.5 

$0,000  to  $7.099 

161 

2.3 

576 

8.2 

$8,000  to  $9,999 

221 

2.4 

696 

7.7 

$10,000  to  $11.999 

301 

2.7 

833 

7.6 

$12,000  to  $13.V.>9 

389 

3.0 

984 

7.6 

$14,000  to  $i9.m 

539 

.3.2 

1,228 

7.2 

$20,000  to  $24,999 

8rt5 

3.8 

1,758 

7.8 

$25,000  plus 

2.707 

5.5 

4. 093 

8.2 

* Personal  Income.  States  snips,  clparctte.  atid  alcoholic  heverage  taxes  only. 

1 Taxes  as  a percent  ot  estimated  mean  income  of  each  income  class.  The  mean  of  the  highest  Income  In- 
terval was  arbitrarily  assumed  to  l>e  $50,000, 

> State  taxes  Include  i)orsonnI  Income,  sales,  cigarette,  alcoholic  beverage,  and  gasoline  taxes.  Local  taxes 
Include  local  sales  and  property  tuxes. 

Sources:  Personal  income,  sales,  cigarette  and  beverage  taxes  by  Income  love!  were  obtained  from  letter 
from  Onico  of  Legislative  Analyst.  State  of  California  In  Tuition  for  California' n Public  Imtitutiom  of  Ligher 
i^ucation,  Joint  Committee  on  Ulghcr  Education,  bearings.  Oct.  13  nnd  10. 1907;  see  tab  T,  table  1.  State 
gasoline  taxes  nnd  local  property  taxes  were  based  on  itemixed  tax  deductions  reported  on  State  Income 
tor  returns,  1065,  and  summarized  In  Franchise  Tax  Board,  .dnnuof  Peports,  1^5  and  19GB,  table  13.  Local 
sales  taxes  were  assumed  to  be  distributed  lu  the  same  manner  os  State  sales  taxes  above.  Since  local  sales 
tax  revenues  in  1965  equaled  onc-third  of  State  sales  tax  rovonucs,  this  factor  was  applied  to  the  estimated 
amount  of  State  sales  taxes  In  each  Income  level. 


•The  recent,  106T,  changes  in  the  California  stntc  income  tax  structure  have  increased,, 
but  only  slightly,  the  overnll  progresslvity  of  the  state  tax  structure. 
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Tablk  7. — Average  family  incomes^  average  higher  education  subsidies  received  y 
and  average  State  and  local  taxes  paid  by  families^  by  type  of  institution  children 
attend  in  Calif orniay  1964 


Families 
without 
children  In 
California 


families  education 


Families  with  children  In  California  public 
higher  education 


Total  JO  80  UC 


(1)  (2)  (3)  (4)  (5)  (0) 


1.  Average  family  Income  * 

2.  Average  higher  education 

subsidy  per  year  

3.  Average  total  State  and  local 

taxes  paid* 

4.  Net  transfer  (line  2— 

line  3) 


8,000  7,900  9,560 


0 880 

620  650  740 


-650  +140 


8,800 

10,000 

12, 000 

720 

1,400 

1,700 

680 

770 

910 

+40 

+630 

+790 

• From  table  2. 

» Total  State  and  local  tax  rates  from  table  6 were  applied  to  the  median  Incomes  for  lamllios  In  each 
column. 

For  families  with  a child  at  one  of  the  State  Colleges  or  one  of  the 
University  campuses,  the  net  transfers  range  from  $^630  to  $790  per 
year.  Meanwhile,  families  without  children  or  with  children  not  en- 
rolled in  public  institutions  of  higher  education  receive  no  subsidy 
whatsoever,  while  Uiey  pay  an  average  of  $650  in  state  and  local 
taxes.  This  is  not  to  suggest  that  such  families  should  pay  no  state  and 
local  taxes,  for  some  may  have  benefitted  in  the  past,  others  may  bene- 
fit in  the  future,  and  still  othei*s  may  have  opted  for  more  expensive 
non-public  California  higher  education.  Moreover,  state  and  local 
taxes  finance  public  services  other  than  higher  education.  In  any  cas^ 
as  is  evident  from  a comparison  of  line  4 and  line  1,  the  current  method 
of  financing  public  higher  education  leads  to  a redistribution  of  in- 
come from  Tower  to  higher  income  families;  indeed,  there  is  very  sub- 
stantial progressivity  in  tiie  resulting  pattern  of  transfers. 


CONCLUSION 

Public  policy  I’egarding  higher  education  must  consider  a number  of 
factors  among  which  the  economic  efficiency  of  expenditures  on  higher 
education  ana  the  distributional  equity  of  the  public  support  for 
higher  education  are  surely  prominent.  After  a brief  analysis  of  the 
economic  efficiency  i^ue,  this  paper  turned  to  its  primary  objective,  an 
empirical  investigation  of  the  distributional  effects  of  public  higher 
education  in  our  most  populous  state,  California. 

The  general  nature  of  the  redistributive  effects  of  the  current  method 
of  financing  public  higher  education  in  California  is  clear.  Some  low- 
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income  persons  have  benefitted  handsomely  from  the  availability  of 
publicly-subsidized  higher  education.  But  on  the  if/holej  the  effect  of 
these  subsidies  is  to  promote  greater  rather  than  less  inequality  among 
people  of  various  social  and  economic  backgrounds,  by  making  avail- 
able substantial  subsidies  that  lower  income  families  are  either  not 
eligible  for  or  cannot  make  use  of  because^  of  other  conditions  and 
constraints  associated  with  their  income  position. 

To  overcome  the  effects  of  the  present  system  would  require  a sub- 
stantial overhaul  of  the  pricing  system  in  public  higher  edu^/dqn^  a 
realignment  of  the  tax  structure,  and/ or  a broadening  of  the  eligibility 
base  for  public  expenditure  programs.  With  respect  to  the  latter  alter- 
native, eligibility  for  public  subsidies  to  young  people  might  well  be  ex- 
panded so  as  to  embrace  all  young  people — not  only  those  who  go  on  to 
college  but  also  those  who  opt  for  alternative  ways  of  expanding  their 
earning  power,  such  as  apprenticeship  or  on-the-job  training,  or  even 
investments  in  businesses*  In  any  case,  it  is  clear  that  whatever  the 
degree  to  which  our  current  higher  education  programs  are  rooted  in 
the  search  for  equality  of  opportunity,  the  results  still  leave  much  to  be 
desired. 
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V<H’  it  w |iy  i.lif  (•t-tHiifttit , :l^  frjrjKi^fiH  1^i  bit*  itniiv  nl 

Uti1>-^  sr.Kf>u1(1  (k^  in  fniA  bt  :i  1 1 lniflicl  cnltKiil  n ni  Imt  tjot  I'M 

fill’s,  ( Ip  fdldp  ijflfl  is.n  fll 

A f ipHftk!tfn1  iilfix>f  :n  Inl  lifrn  (i(iHji)  f cull  pill  ciuIukIa  i;fi  }' i f'lift  t»‘1iK‘Jii  .'itl 

<’|fisk\r\  e»^  triol'f'  <3  isu'il^s  i<  iM  iln^  Ikk  ti  idfvtf  it|  1,1  u'  }|  | ',  \\\ 

t-fjfOII  :l^  Hthf  in^i  Iitii  is'  iJiiil  I Ik'  titklftlviti^ 

f«»t  «(i:uiK  Ik’  «ti<^  i!lijii  Ik'  f‘stf Ji1i1  oticu! 

fX  Jiluiiiic*  jmlil  if  11  <il5ifU5is|(lti  «»f 

i hf  cM*(rtiuthi(  ifi^  ^''(n  t't'Mtiif'tii  |ki1k-x-  iti  iitif  fif!!<!  <if  txlufji 

1;loh.  |i  W ill  J^iil(nx  linw  lixt>  MkiiMfu*  (jifvfitl it  uin  oil  l3»f  fid:i1i 

IlMflttlftii  Hlf  ifc+l'  I nm1  If*  ttl  X :ltl  lll{>lif|' f’H.tl  Ilf' 

tlikkl  i^t  dfi4;ltj*tx  n ctU'ktfi^y  It  fuiiXlt'f 

•‘I'lifk  4iXi11kH*>  MV  \ nt.i  , AsiftIHtkXif  *>f  t'if(lh(>ml(t^,  i (if 

Miii\vl«ti(1,  ♦ihi't  tilcdiKiWriiit , litMUi  III  r ^iii'  |^(«rfii«if  Aitnii 

‘i  ^ t ihiiM  «r  iitvi.iiii  timioMuiii  «4iid  #»  ttthp  Ptth(/»  y*f* 

^ r4f«'K«tt  f mkk.Mkf  ,)r«»  ?ft|d«t*  < 
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I.  llKillKU  KDUCAYION  AS  A PRIVATK  INVKSTMKNT 

'Him*  ilonltl  Ihni  “hujimn  oapifnl'*  T>n>vi<l<*s  nno  of  the  mo-t 

Iiroilur-ilvo  imotinrnt  oj»pf>r< unifies  in  flic  Aniorie;in  fH'ornmiy. 
‘k^onomisis  frr<nif*nlly  nipn‘‘Urc  the  nUmct5venr.ss  of  an  inve>4mpnf  I\v 
its  Hite  of  refund  I In*  rnfe  which  esjuafes  the  r(^^t  of  ?)ic  m* 

V(*<^tincnt  witli  flje  value  <»f  its  future  reiunis.  A rate  of  return  hi^rh«*r 
than  the  Juarket  rate  th‘*n  Juean-  that  the  patiicular  inveyttnenf  will 
vi<*M  c^'afer  fttfinr  iJ4c/#ine  than  if  iho  sane*  amount  of  rajiitaj  h;i<l 
invr''4c4l  at  the  market  rate  of  interest,  Xurncrous  stu<!ies^  have 
shotvn  that  if  the  rvfuni  to  iNjur^tion  is  m^a>iin*<i  as  the  <lollar  in^ 
come  liy  the  Mu<]enf  inve»'tment  in  human  capital  i - much  anon** 

ptx*(|uci  jvf*  than  tno’-t  citlier  alloratjot^s  of  capital.  On  the  avernjre, 
fwlijrMtion  thtv#u;^h  the  cu;*hth  i;rra<|e  may  yiehl  a :T.t  jK*ac<  n1  rate  of  ax** 
tutu.'  n hi^h  fcluKi!  ttiphmia  otter^  relunr*'  <»f  jK^rcent  to  the 

najd  A h;uv  ahiij|'c.*i1e  3:^-3  5 pc  iwruV.*  Va<U  ;yrvi<h 

U«1e  iin  ^>^n3  Sriejnv^-,  VvJihh  fli-ually  f»T 

ix-'J^iinvly  -p;nji 314;:  p »!»''••  yic3<l  rate?*,  of  rraui^a  of  .*>-3  3 ^ 

Wit  / OrTnaix!^  for ’)n‘7c.ii>in^'1y  >kalh'^l  Ul»<U’m:ike  ji  iml/kely  that  tJais 
piitleru  <if  rates^  <if  jyliuii  will  Ite  ;ilU'te<J  in  tlje  tn'ar  futuuf*. 

nM"  mej'e  exjkJtenfe  of  au  aUlMflixe  in^'ef^iment  «tpjx4lUTait  tv 

hoMf*v<*t‘,  pT^0  4<“e  a ioti  f<*r  the  in v<^,t incut  to  1*e  nn«fertakcn 

publicly , ,\  fvifK'ept  ntUfral  t<#  :i  fl*rv  etit*  7*10*1  ffH'cUiotijy  3=*^  tljat  c.icli 
Jiei*s¥*n  the  liefetl  jutj;7e  «*f  hoA\  to  allocnie  his  <n^n  ; Mhal 

t<^  fv»n^iiai>e,  inin  h hi»  itKvuue  1<»  sat^‘,  an<l  nJiaff  t\pe*»  of 
iiU’cs^dii irul-s'  ii)c  jj*'  ti‘  t’t*k  etut  rale  ^<f  trl  nt*o  t<»  lunlcjlakc. 

It  tnatk<*t*'  tiiiit't.ion  pK-tP^lly.  thc.se  ju't;*incnt>  null  IcvoJ  huli' 

trf*  a au^^imntu  hvicli  of  t^ell  licij*;*.  It  i»  an  inipof'iant  .wuK'ln*i»U)  of 
ec(m<»tiric  t.hcut'V,  hoM<\rr,  Uuit  the  wlric})  it)»livhluaU 

tUfir  ly  « ill  Vifrf  lend  imH  irly  jt-J'  1eW‘l  of  A\e1t  heili;^^  if  ijje 

fuiKiemmj:  oj  the  inarkcl  is  ifhj>a Some  fif  the  1^|»r•a^  of 

faitiite  which  can  lK‘oh*ir'rAfMl  at.”*  fiiujHrvf  hv  *. 

• m<m«ijM4ly  rlf'toelUs^  ID  eilhfVt'  Mipplv  o1'  4cDinai«l; 

• rict  ioD>  trtl  the  D m i V rlOflU  <d  l't*5<oi1tX\c*'  <U'  pt*0(hK't^  1 K*f  W <*CU 

• lack  of  iDtotiu!i1:i<»D  or  l>Do\\l<^t;v,+  iDJithet  oj>|Hu1iVUit  *c»^  hy 
|itVNlllf‘^‘f*s>  of  ; 

• exleiiod  ciVT-Hs'  or  lK‘DrlU*,  !Ml*  h that  the  tlori^ioDs  of 

:lDih\  l<Jll:ilav  fty  |n‘lif‘h1*N  Jlefinitlie  to  <ilher  of'olioUlIc 

1lDli». 

«t*;*'Ue<hMt  o1^1^  Avheti  lurttlvt't  ituj  »ct‘f<^’<t  itUis  * iicii  a*  lhe*e  can 
l»e  foiiDit  CJID  a (Vii^  lie  made  f<ir  i^ox ejtam<7i!  iMtf7arnli(4n  t**!  alter  the 
ftvK*  <h<o<>e  of  i^lnajs,  rDtlhrtnio«re.  at  will  1*e  ar3rue»!|  tiiai  tiie 

iippt*«»pti#iie  ^nneitimctit  «fii<vu  npota  which  itn|K*rfefi*on  i> 

m fuel  ptt'r*7it,  ^fu\  t3u*ref<ue,  the  iU*^i  nn  a lytic  >«ep  m deterniiDitij* 
the  fus4|K'r  of  ^avenuuent  4io’uM  lie  to  r^rurch  for  evi* 

«hth<w*i:lji4l  f i^alin;J  too}^*rate*}it\i|ierJv, 

♦ W’  t.  r*44^«0‘  1 | It Vt>*^1  lit 

tj  pufUumt  1 A1-I’U  4<t 

ttHrf 

•ti  iiiHtVor.  ^ oti  S(«aui«M  WvUrlin  «vf 

*0  It  It  It  9 MikIIm.I  ’>.tht*'  i\wti>lw>t'  Mit  Otr  |**HVn<e>  itt'OtMt* 

rtitiKMOioii  ' r X , t1»- I'Mur^ . tens,  ft|t  ^<i 
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*r«»  MH’li  rvidriMv  is  nnl  a (rivial  iiinUrr,  sin<r  llic  c^vidonce 

r;m  hv  nmrlnsiw  (»iily  if  it  is.sin>poi1<?(l  Iiy  rnrefni  and  ri|;wnMis  analy- 
sis. For  rxanipF,  it  !s  .MHiictinuxs  ar^iod  that  an  nnustiaily  hi^li  nitc 
of  nMiim  io  a |»riMiiictiv<*  arlivity  is  evidence  dial  the  imiusiry  in 
UneMion  i>;  inono|K)li7ed  «»r  dial  nnKluclion  uitliin  iJm  industry  is 
Innileci  liy  n*striefions  on  rapiinl  InnvH  Io  |K>lential  entnints  or  linns 
wisiiiny:  I’o  expand.  Uni  a liij;h  rale  of  n^lurn  in  ili^df  cannot  Ik*  c<n- 
si<Ieml  |»riH»f  of  market  failiira.  Invc.sinieiit  in  tlial  industry*  may  I>c  so 
iinaHra«'iive  on  oilier  proiiiids  dial  die  uniisiially  liigli  pay-offs  are  re- 
tpiiml  Io  allmrt  invesiors.  Tlien^  may,  in  facl^  Ik?  no  mariol  imperfec- 
lion  ai  all.  In  die  discussion  wliicli  follows,  problents  of  niarkel  iiii- 
|K*rferiioiis  spfvilic  Io  )ii|f)ier  education  will  Ik?  consideitKl.  and  criteria 
for  assessinir  public  investment  in  tiiglier  education  will  U?  ptx)jK>sc<l. 


II.  KATK  OF  KETUIIN  DIFFERENTIALS  AND  PRIVATE 
INVESTMENT  IN  HIGHER  EDI  OATION 

’Hm*  bij:li  rate  of  return  to  tNhnalion  lias  often  Us  n « onsiderrH|  an 
indirntion  of  nnderinvoiiiient  by  llie  inari«H  and,  ibeivfons  n;as<m 
bir  ^o\ criuneni  iniervention,  Uiii  «lo<*sdie  liigli  rale  of  ui  itself 

ptiblic  Mil*sidies  i<»  oolleg»*  ntid  nni\e?'siiy  siudciils?  If  a dis* 
p.-irjiy  in  rales  of  iviurn  indic.il<*4l  die  prwnce  of  niarkel  imjH»rf«v- 
then  die  inark(*<i  differviic«*s  nniong  rales  of  ri?tum  Ui  diffen?iil 
iTnonuil*^  of  I ora  lion,  and  Im*Iu(smi  (H|iiralioii  and  oilier  iiiveMiiieiils, 
vonbl  Is*  a slr^vng  argument  for  s^*venunenl  iulerveiil ion.  Tberx*  is. 
bioxew  r,  a •‘ulislantial  n^wui,  tliat  of  risk,  why  diffen*nli:ils  niiiong 
i;iiev  <d  rxuuin  may  Is*  ipiite  consisieni  wiili  |K*rf«*dly  functioning 
niarteiN;  nnd  raii«mal  rx»t><mirce  nl1oc.ali<»n  by  inv«?Ki<»rs. 

I1ieie  am  M*\e7'ft!  as}H?flsto  lb«* fpieslion  or  risk.  Inv;*sii»rs  (lenders) 
afv  eoiMviiKx]  onlv  with  matlieiiialical  exjMHiaiions  of  n’tums,  bm 
widi  ib>*  rangt'o/  |w»ssible  oniconies.  An  iine^Jor  iiMully  will  pn«- 
for  an  invest ineni  uitb  a small  r.angy*  of  pos-ible  n*turtts  to  one  willi 
M lai*ger  ranp  if  tlie  exjsvii*<l  fx*tnni  is  die  same  in  lK»tli  c.v4*s.  In 
oilier  words,  lie  may  lie  imliffereiil  I>e4ween  Iwo  itive‘*!iMeiils  if  one 
bnv  ImuU  m biffUer  e\|WM’tisJ  vield  niul  :t  wider  rautfi*  of  jHKsible  yields 
ilinn  ib»*  other.  If  bigber  educaiioii  is  a ri»*ky  imesimeni  in  die 

«iloltetiMga  \M<le  r:m;,n«  of  |K*s*.ibte  MleSof  ml  UI1I,  a nil  ional  inVew,1or 
VMiibi  demand  a Idyber  e\|s^i<sl  nte  of  miimi  on  iiivesinients  in 
ttid.y ) buniaii  . apilal  llian  in  other,  safer  investments.  The  rales  of 
o>.iimaie<|  in  I be  studies  ciusl  alcove  am,  of  cotirse,  ex|Kvied  m* 
We  diouid  not  nuiclndelliat  fsliicaliona!  tmderin\‘**stmcfi(  exisis 
iiides>^  tile  nMrniis  to  oiber,  npially  ri»«ky  ifivc»4mcni4«  an?  significantly 
lower  timn  (be  mtumn  to  eKlucati’on,  Uecker*  pint  a Du*-  that,  die  nc/ 
vale  of  mturn  to  e«biration  over  (similariy  risky 5 cor|w»rUe  inve  i- 
ments  of  die  onler  c,f  die  ningfliimte  of  r»  piwnb  ralher  Iban  die 
|0  f prmd  diffemndal  nver  riskles»!i  assets  (wliich  yield  b jvreent 
or  levs).  Once  risk  is  considemcl,  lliemfore,  (be  argument  dm!  dien'  is 
nnderinveF^ment  in  liigher  niucation  t>eeonuvs  mu(<vl.  Tlie  typical 
lender  must  evaluate  an  invivumeni  with  a long  deftrral  of  repaymont , 
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low  rollaloial,  and  sul).-tonliiil  unaMtainty  al)out  the  borrowers  abilily 
to  rei«iy.  It  is  hanllv  surprising:  that  most  lenders  prefer  not  in  invest 
to  llm  point  al  wliicli  ihc  expected  retur*  is  5 or  6 percent. 

Borrowei*s  inav  also  l>e  subject  to  risk  avorrion.  One  of  the  argu- 
iiimt.s  for  subsiilized  iiietlical  oducalion  is  that  students  are  unwilling' 
to  morigage  their  fnlure  incomes  to  the  extent  required  to  complete 
medical  s<-hool,  residency,  public  service,  and  the  lean  years  that 
fn*qnently  acconipaiiv  a new  practice.  Statistics  amply  demonstrate 
the  high  nitc  of  return  to  medical  training,  hut  the  possibility  of 
facing  a large  «lebt  and  a low  income  may  deter  some  students  from 
l>ec(»ming  doctors.  More  gcmerallv,  any  student  may  prefer  not  to 
encumber  hims4'lf  with  a heavy  del  it  that  he  is  unsure  ofl>eing  able  to 
rt»pay.  ^ ... 

i*hei*e  a IV  .M*veriil  n»asoiis  to  believe  that  higher  education  will,  in 
fact,  be  :i  ri^ky  investment.  One  n*ason  is  tliat  tbere  are  differences 
in  the  abilities  of  students  to  profit  from  additional  oduc.pion.  IWker  ^ 
com  lirdcs  that  imwr  of  the  net  return  to  eollege  education  is  due 
to  tlie  bigber  aliilities  of  ecdlegx*  stmlents:  rather,  ‘‘college  (Khicatioii 
iis;4'lf  woiilcl  1h*  the  major  cletermiiiant  of  the  apparently  high  retuni 
associated  with  e«l  neat  ion ’V  X«uietlieless,  10-20  percent  (jK»rhaps  as 
much  as  two  penviitage  points  of  the  net  return  on  investment)  of  the 
net  n*tuni  to  higher  education  apjiears  to  l>e  due  to  differentials  in  the 
aptitude  of  indents  wh«i  ch«M)se  I «>  go  on  to  college*,  I1iis  conclusion 
is  .supjHUled  by  a lotlicr  study, ^ wliirb  estimated  a verv  high  (24“2ri 
|K*nvnt)  avenige*  private  rate  of  return  to  post  secondary  technical 
educafioti  bto  fi  tuid  a “wide  range  in  the  rates  of  return  to*  individual 
hiciiilH'l>**«if  theslUilcnt  gl^uip. 

.'since  student  ability  is  diificult  to  predict,  the  partial  dependence 
of  rates  of  return  *ui  iiidiv*nlual  ability  increase-s  the  uncertainty  that 
iKirniweis  (students)  and  lenders  must  face  in  decidinp  whether  to 
invest,  in  liigher  cnlucation.  Thus  the  riskiness  of  each  investment  is 
inen*n,HMl,  nml  high  returns  to  education  may  not  provide  siiflicient 
incentives  for  individnni  Iwrrowers  or  lenders. 

.Vnother  rvasfui  for  the  riskiness  of  investments  in  higher  education 
is  differtuices  in  slmleii?  nmtivntion.  ICconomic  models  usually  assume 
that  each  economic  unit  attempts  to  maximize  its  income,  A more  basic 
mnximnml,  however,  is  the  welfare  to  which  income  contribute':.  If 
a sfiident  has  a strong  prefonmee  for  leisure,  his  welfare  can  lie 
umximi«Nl  only  at  less  thnn  maximum  ineomo.  Even  if  college  students 
have  fm*  access  to  capital,  they  may  prefer  not  to  invest  in  e<lucation 
to  the  i>oint  at  which  the  rate  of  retuni  cyiuals  the  market  interest 
rale.  The  aesibele  may  piyfcr  a life  of  privation  even  if  a masteria 
degree  in  meclmnic.nl  engineering  could  ennhle  him  to  earn  n high 
income^  Asbenfeller  and  Mooney  infer  that  acadetuics  in  particular 
may  nrt'fer  not  to  maximize  income,  and  cite  'mother  conclusion  that 
‘‘proicRsioiial  attitudes  ...  on  the  part  of  academic^  tend  to  lie  a 
ctimpcnsaiory  substitute  for  monetary  returns  . . However  satis* 
factory*  this  Vhavior  may  seem  to  student  it  certainly  will  reduce 
lenders*  confidence  iu  stmionts*  futun'  ability  to  repay. 


» Oji.  rtf.,  p,  sa. 
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An  important  extension  of  the  preceding  point  is  tlic  student’s  like 
(or  disiilco)  for  the  proce^  of  education-  Returns  to  college  and  gradu- 
ate education  are  very  high;  yet  many  qualified  students  simply  get 
tired  of  going  to  school.  Wnile  the  rate  of  return  to  education  may 
exceed  the  market  interest  rate  even  at  high  levels  of  educational  attain- 
ment, there  i.s  some  evidence  that  the  psycliic,  or  non-money,  cost  of 
education  also  rises.  Thus,  tlie  student’s  decision  to  “drop  out”  may 
represent  a perfectly  rational  allocation  of  his  own  resources.^^  High 
rates  of  return  to  education  are  related  to  these  psychic  co.sts  in  two 
ways.  First  is  that  high  monetary  returns  may  be  insufficient  to  offset 
the  roal_  (though  non-money)  costs  which  students  incur.  Second,  the 
possibility  of  “dropping  out”  deters  both  students  and  lenders  from 
investing  in  higher  education  by  increasing  the  riskiness  of  individual 
investments. 


III.  RATE  OF  RETURN  DIFFERENTIALS  AND  PUBLIC 
SUBSIDIES  TO  HIGHER  EDUCATION 

The  factors  mentioned  in  the  preceding  section  show  that  differen- 
tials among  money  rates  of  return  to  higher  education  and  other  invest- 
ment opportunities  need  not  imply  that  market  imperfections  are 
leading  to  undorinvostmonf.  in  higher  education.  The  rate  of  return  to 
investment  in  higher  education  (net  of  differences  inaptitude)  appears 
to  be  only  3-5  percent  higher  than  in  corporate  maniiiactiiring  invcst- 
nieius  (which  may  well  be  le.ss  risky),  \onctlielcss,  tlierc  arc  many 
instances  in  which  tlic  expected  private  monetary  rate  of  return  to 
liigher  education  exceeds  tlic  market  intere.st  rate,  offering  the  prospect 
to  the  government  of  raising  total  money  income  by  .subsidizing  higher 
education  in  tliese  cases.  It  should  I)c  clearly  recognized  that  as  long 
as  markets  arc  functioning  properly,  government  subsidies  even 
in  fhcfic  cascH  will  not  result  in  an  incn?asc  in  real  national  income  and 
hence  arc  not  justified  by  their  net  benefits  to  society. 

Subsidies  to  .students  will  increase  investment  in  higlicr  education 
by  lowering  the  costs  of  inve.stnient  and  increasing  the  net  rate  of 
i*eturn.  “Un(krinv*ostor.s”  will  then  obtain  more  education,  up  to  the 
point  at.  which  the  total  cost  of  education  (including  non-monctary 
costs)  equals  the  money  rate  of  return.  At  this  point  these  former  “un- 
de rinvostor.s”  will  bo  somewhat  better  off  than  before  they  increa.scd 
tlioir  education  and  income:  the  increase  in  their  real  income  is  ine^is- 
11  rod  b}’  the  total  amount  of  the  subsidies  tlicy  receive,  /m  the  increase 
in  tlie  total  cost  including  the  psycliic  cost  of  additional  risk-taking) 
associated  with  tlie  increase  in  the  level  of  cduc;ilioiial  investment. 

llip  .subsidies,  however,  must  l>c  paid  for  willi  liigher  taxes  (either 
(lirwlly  or  tJinmgli  public  ImiTowing).  The  i*ccipieut.s  of  the  .sulKsidics 
cannot  be  made  to  pay  for  them  out  of  the  incix'a.se  in  their  income,  for 
any  tax  or  higher  iij{en\st  rate  will  ivdiice  the  net  return  to  b'^nbsi- 
dized)  higlicr  education,  and  tliesnbsidy  itHiipicnts  will  prefer  to  forgo 
the  subsidies  rather  than  to  undcrtaKC  the  additional  investment. 
The  full  amount  of  the  snlisidies  niiirt.  Ilieivfore  Ik?  paid  by  nonieoipi- 
ents,  vvlio.se  incomes  nmsl  fall  by  the  full  amount  of  the  sul).sidie.s.  The 

it  This  point  li  aliD  made  bjr  Becker  (op.  cU.,  pp.  121  22). 
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increased  real  income  of  recipients  represents  a transfer  of  wealth  from 
the  tuxpayeis  to  students,  but  a transfer  which  inci-eases  students’  real 
incomes  by  less  than  the  cost  to  taxpayers.  Thus,  this  attempt  to  in- 
crease the  level  of  investment  iu  education  must  actually  reduce  total 
real  wealth,  as  well  as  require  that  some  people  be  made  absolutely 
worse  off  in  order  to  make  others  better  off. 

This  analysis  lests  on  the  assu^nptions  that  no  impediments  prevent 
the  efficient  allocation  of  investment  in  higher  education  and  that 
income  redistribution  through  grants  of  education  is  not  a policy  ob- 
jective in  itself.  In  the  next  section  thcsSe  assumptions  are  relaxed,  and 
the  implications  arc  examined  for  public  policy  toward  the  level  of  in- 
vestment in  higher  education. 


IV.  IMPEEFECT  MAEKETS  AND  GOVEENMENT  IN\TEST- 
]\IENT  IN  EDUCATION 

A.  ^lo.voroi.Y  Elements 

The  first  of  the  four  types  of  market  imperfections  cited  earlier  is 
the  presence  of  monopoly  elements  in  either  the  demand  for  or  supply 
of  education.  Monopoly  in  demand  is  obviou.sly  improbable,  due  to  the 
large  number  of  highly  competitive  students.  Monopoly  iu  supply  is 
likely  to  occur  primarily  in  professional  education,  whore  the  licensing 
procedures  of  professional  societies  ( in  law,  medicine,  accounting,  etc.) 
enable  tliein  to  restrict  the  number  of  newly-trained  students.  Even 
ill  this  ease,  monopoly  in  education  is  soinewlmt  diil'erent  froiii  other 
types  of  monopoly,  but  the  appropriate  public  respon^  is  similar:  to 
eliminate  the  uitificial  rc.striction  of  supply  by  traditional  anti -trust 
activities.  Subsidies  to  students  arc  not  appropriate  since  professional 
schools  suffer  less  from  a shortage  of  funas  than  from  the  limitations 
of  accreditation.  Nor  will  subsidies  to  new  professional  schools  correct 
the  basic  problem  of  restrictive  licensing  organizations. 

B.  I^irnniT.cT  C.\riTAL  ^Lvrkei’s 

Malfunctioning  capital  markets  may  offer  a second  justification  for 
government  intorytMition.  As  noted  ,i\i  the  di.scus.sion  of  risk  above, 
lending  institutions  may  apply  capital- rationing  rules  to  allocate  in- 
vestible  fhnds  among  potential  borrowers.  Such  rules  usually  fuVor  the 
larger  corporate  borrower,  and  frequently  prevent  small  businesses 
from  borrowing  at  any  inteiTst  rate.  As  Becker  points  these  rules 
will  apply  most  striiigoiilly  to  students,  who  sock  to  borrow  for  risky 
investments  with  little  or  no  Collateral.  , 

Capital  rationing  may  also  discriminate  against  blacks.  There  is 
a growing  list  of  o.xamp)es  of  the  unwillingness  of  mortgage,  lending, 
and  Ixmdihg  institutions  to  undcrvvrito  black  business  ventures,  de- 
spite the  good  prospects  for  success  of  many  black. businessmen.  Ample 
ovidenco  exists  that  black  students  Have  hi^orically  earnei^  lower  in- 
comes (rates  of  return)"  than  whites,  arid.it  seems  likely  thlit  the  atti- 
tudes of  lenders  toward  black  students,  as  toward  black  businessmen^ 


**  Op.  cit.,  p.  B8. 
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reflect  past  economic  discriminatiou  ratlier  than  the  more  favorable 
economic  outlook  for  black  today. 

If  lending  institutions  do  exaggerate  the  riskiness  of  investments  in 
human  capital  or  otherwise  discriminate  against  this  type  of  invest- 
ment, the  appropriate  public  policy  response  is  simply  to  make  capital 
available  to  interested  students  at  an  interest  rate  which  includes  the 
pi'o'per  risk  premiwn.  Federal  loans  at  2 or  3 percent,  no  less  than 
outright  grants,  would  represent  subsidies  to  college  and  graduate 
students.  The  case  for  such  subsidies  may  lest  upon  a desire  to  redistrib- 
ute income,  but  those  subsidies  cannot  be  justified  by  the  existence  of 
capital-market  imperfections  or  by  the  non-maximizing  behavior  of 
lenders  and  borrowers. 

The  Federal  Government  does,  of  course,  engage  in  acti\dties  to  in- 
crease the  availability  of  capital  to  particular  groups  of  im^stors  such 
as  small  businessmen  and  homeowners.  The  National  Defense  Educa- 
tion Act  authorized  the  federal  government,  to  extend  capital  to  col- 
leges and  universities  for  the  purpose  of  making  loans  to  students.  In 
addition,  the  U.S.  Office  of  Education  has  underwritten  direct  private 
loans  to  students.  Unfortunately,  the  latter  program  has  been  ineffec- 
tive dunng  the  current  “tight  money”  episode,  and  it  is  possible,  that 
cpll^es  and  universities  may  incur  added  costs  if  the  demand  for 
higher  education  exhibits  cyclical  fluctuations. 

C.  Limitations  on  Inforiviation 

The  tnird  market  imperfection  is  the  ]iossibility  that  investois  (stu- 
dents and  lending  institutions)  may  not  have  sufficient  iiifornuition 
about  the  i*eturns  to  educational  investment.  Ignorance  on  this  subject 
would  not  be  surprising,  since  economists  are  only  now  beginning  to 
reach  a con^nsus  on  the-average  returns  to  broad  groups  of  students, 
such  as  white  and  non- white  males  and  females.  More  detailed  esti- 

fi^ld  of  study,  region,  desired  occupation, 
and  ability,  are  needed  to  enable  individual  students  to  forecast  their 
own  likely  rates  of  return.  Labor  market  discrimination  against  fe- 
males and  blacks  is  known  to  reduce  these  groups’  rates  of  retum,  but 
estimates  of  the  relation  between  their  education  and  future  income 
are  still  very  imprecise.  As  suggested^  above,  borrowers’  and  lenders’ 
^imat^  of  returns  to  higher  education  may  overstate  the  effects  of 
discrimination  by  race  and  sex.  Even  in  the  absence  of  other  imperfec- 
tions, therefore,  incomplete  information  may  convince  some  students 
not  to  undertake  educational  investments  wliich  probably  would  yield 
hi^  returns. 

^ The  proper  policy  response  to  imperfect  information  is,  naturally  to 
increase  the  amount  of  information  available  for  decision-making.  If 
the  information  shortage  results  in  under-estimates  of  the  returns  to 
education,  the  federal  government  should  undertake  and  support 
studies  to  provide  better  estimates,  and  these  studies  and  their  conclu- 
sions  should  be  publicized  amonp  the  affected  groups.  (Due  to  the 
public-goods  nature  of  such  i-esearch.  it  is  doubtful  if  state  or  local 
governments  or  private  institutions  will  offer  to  support  the  appropri-. 
ate  amount  of  research.) 
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This  policy  will  necessarily  entail  a redistribution  of  income,  since  it 
is  not  feasible  to  tax  only  those  students  who  profit  from  the  additional 
information  provided.  The  income  redistribution  is  part  of  the  cost  of 
increased  information  which  must  be  weighed  against  the  benefits,  i.e., 
the  increased  incomes  of  some  students.  The  rest  of  the  cost  is  the 
aggregate  increase  in  taxes  needed  to  finance  the  studies.  At  the  least, 
the  realized  increase  in  students’  incomes  should  exceed  the  resource 
cost  of  the  studies  if  the  policies  ai*e  to  be  pursued,  and  at  best,  those 
whose  incomes  increase  should  pay  for  the  studies.  In  general,  the  re- 
distribution of  income  should  be  clearly  set  forth  in  or&r  to  provide  a 
basis  for  judgingthe  desirability  of  the  policies. 


The  fourth  type  of  imperfection  which  may  lead  to  underinvestment 
in  education  is  the  e.xistence  of  benefits  which  accrue  to  society  in 
addition  to  those  accruing  to  the  educated  individual.  A perfectly  ra- 
tional investment  decision  by  the  individual  involves  calculation  of 
the  costs  and  benefits  to  himself  alone.  Biit  if  other  members  of  society 
benefit  from  an  increase  in  the  student’s  investment  in  education,  they 
can  induce  him  to  undeitake  additional  investment  by  offering  a siib- 
sidy.  The  subsidy  should  correspond  to  the  value  that  society,  exclusive 
of  the  student,  derives  from  the  incremental  investment  in  education. 

It  seems  clear  that  education,  at  least  up  to  minimal  levels,  confers 
external  benefits  upon  the  rest  of  society  in  the  form  of  reduced  crime 
and  delinquency  rates  and  lower  demands  for  welfare  transfers  to  the 
undereducated  (who  frequently  arc  unemployed).  Increments  of  these 
tyj)es  of  benefits  appear  to  decrease  as  higher  and  higher  levels  of  edu- 
cation are  attained.  Nonetheless,  other  types  of  external  benefits  prob- 
ably will  be  generated  as  educational  levels  rise.  Among  these  are  the 
improvements  in  the  public  decision-making  and  resource  allocation 
which  result  from  more  efficient  functionmg  of  democratic  proc- 
esses. In  addition,  increases  in  labor  productivity  resulting  from 
higher  educational  attainment  may  cause  the  productivity  of  other  fac- 
tors of  production  to  increase,  although  markets  are  not  generally  ca- 
pable of  reflecting  such  technological  externalities.  The  evaluation  of 
externalities  such  as  these  is  extraordinarily  complex,  since  the  recipi- 
ents of  the  benefits  are  determined  by  the  play  of  thousands  of  individ- 
ual decisions. 

IVhether  or  not  these  benefits  exist  and  are  significant  at  the  col- 
lege level,  arguments  for  public  support  of  investment  in  higher  edu- 
cation have  generally  not  been  based  on  these  factors.  Instead,  the 
emphasis  in  most  public  policy  proposals  has  been  upon  the  rate  of 
return  to  the  individual,  and  subsidies  have  come  to  oe  viewed  as  a 
means  of  transferring  wealth  to  the  poor.  It  is  important  to  measure 
the  amount  of  external  benefit  generated  by  higher  education,  for 
subsidies  to  support  further  investment  in  education  should  be  offered 
On  the  basis  of  these  externalities.  But  lack  of  serious  effort  to  measure 
these  benefits  by  proponents  of  public  subsidies  to  higher  education 
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suggests  that  the  magnitude  of  external  benefits  is  not  likely  to  pro- 
vide much  basis  for  government  subsidies. 

Even  though  imperfections  in  markets  directly  affecting  levels  of 
investment  in  education  may  pro\dde  no  basis  for  subsidies  from  the 
govei*nment,  subsidies  for  education  are  often  advocated  as  a means 
of  redistributing  income  to  the  poor.  The  desirability  of  redistributing 
income,  and  the  appropriate  methods  of  achieving  a desired  redis- 
tribution are  among  the  thorniest  questions  addressed  in  debates  over 
public  policy.  It  has  been  argued  elsewhere  that  income  redistril^u- 
tion  by  government  is  an  activity  which  taxpayers  support  because 
of  the  external  benefits  they  receive.  Accordingly,  the  method  of  re- 
distribution as  well  as  the  amount  should  conform  to  taxpayei's’  pref- 
ei’ences.  If  taxpayers  are  interested  solely  in  increasing  the  level  of 
satisfaction  of  the  poor,  or  if  taxpayers  are  concerned  only  that  low 
levels  of  income  prevent  poor  people  from  achieving  minimal  con- 
sumption levels,  direct  transfers  of  current  wealth  are  likely  to  be 
the  most  efficient  method.^"^  Conversely,  if  taxpayers  are  willing  to 
inci’ease  low-income  individuals’  wealth,  but  do  not  wish  to  subsidize 
their  current  consumption,  then  subsidies  to  education  may  be  the 
prefened  method  of  transfer.  The  question  of  whether  or  not  to  sub- 
sidize education  as  a means  of  transferring  income  can  onlj'  be  de- 
cided aftei*  it  is  determined  whether  taxpayers  desii’e  to  transfer 
income  directly  or  through  some  intermediate  process. 

If  indirect  transfers  are  desiied,  a grant  of  education  can  be  ex- 
pected to  increase  the  recipient’s  future  income  more  than  most  other 
types  of  once-and-for-all  subsidies.  There  are,  however,  several  caveats 
to  this  policy. 

(1)  The  income-producing  effect  of  education  depends  heavily  on 
the  workings  of  the  market.  If  discrimination  is  prevalent,  for  ex- 
ample, the  returns  to  educating  black  students  will  be  less — perhaps 
much  less—than  the  average  returns. 

(2)  Earlier  in  this  paper  the  possible  existence  of  psychic  costs  was 
advanced  to  explain  high  rates  of  return  to  education.  Because  low- 
income  black  students  frequently  receive  inferior  elementary  and  sec- 
ondary education,  and  often  feel  (even  if  incorrectly)  that  traditional 
education  is  “irrelevant”  to  the  problems  faced  by  blacks  in  a white 
society,  the  psychic,  cost  of  education  may  be  higher  for  black  stu- 
dents than  for  whites  and  the  rate  of  return  lower.  Similar  arguments 
may  limit  the  benefits  which  other  disadvantaged  groups  derive  from 
education.  For  example,  low-income  students  may  have  high  subjec- 
tive discount  rates  due  to  an  inability  to  plan  for  the  future,^®  and 
thus  vs^ill  place  a lower  value  on  future  income  than  will  higher-income 
students.  Policies  designed  to  provide  higher  education  to  these  groups 
will  then  increase  their  incomes  by  less  than  policy-malcers  expect. 

“ See  P.  Feldman,  Effteiency,  Diatrihution,  and  the  Role  of  Government  tn  a Market 
Economy,  IDA  Research  Paper  No.  477  and  E.  0.  Olscu,  “A  Normative  Theor3’  of  Trans- 
fers.” Public  Choice,  VI,  Spring  1969,  i>.  39. 

“ Direct  transfers  are  assumed  to  have  no  secondary  effects  upon  recipients'  self-esteem  or 
incentives  to  work.  If  these  effects  lead  potential  recipients  to  reject  the  transfers,  some 
indirect  transfer  may  be  preferable  In  order  to  maximize  the  increase  in  recipients’  current 
incomes. 

“H.  P.  Miller.  “Lifetime  Income  and  Economic  Growth,”  American  Economic  Review, 
LV,  September,  1955,  p.  835  fn. 
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The  advantages  of  education  as  opposed  to  direct  transfei*s  of  income 
thus  become  less  apparent. 

(3)  The  nature  and  extent  of  the  redistributon  of  income  must  be 
clearly  identified.  Several  types  of  indirect  subsidies  now  provide 
higher  education  for  studente  from  middle-  and  upper-income  fami- 
lies. Federal  research  support  of  private  institutions  permits  tlie 
charging  of  fees  which  pe  below  average  cost,  though  above  the 
means  of  lo^Y-incolne  families.  The  tax  advantages  of  chaiitable  sxip- 
port  of  these  colleges  and  luiiversities  produce  the  same  effect  by  in- 
creasing their  endowments.  Another  indirect  subsidy  results  from  the 
fact  that  because  they  receive  superior  elemental^  educations,  students 
at  state  universities  typically  come  from  middle-income  homes.  Yet  the 
incidence  of  taxes  which  suppoit  , these  state  universities  is  probably 
regressive,  and  at  most  propoitional,  and  thus  the  overall  incidence 
of  taxes  and  benefits  of  public  university  instruction  is  clearly  in  favor 
of  middle-income  students 

(4)  Encouraging  students  to  invest  in  higher  education  by  making 
the  expense  tax-deductible  is  certain  to  offer  an  additional  subsidy  to 
middle-  and  upper-income  students.  The  cost  of  education  will  be  re- 
duced more  for  wealtliier  families,  and  since  income  increases^  with 
the  amount  of  education,  the  subsidy  will  increase  the  inequality  in 
the  future  distribution  of  income.  Moreover,  the  cost  of  subsidies, 
(deductions)  will  have  to  be  danced  by  taxpayers  at  large.  The  result 
will  be  a marked  redistribution  of  income  from  the  poor  to  the  rich. 

Redistributing  income  through  grants  of  education  will  be  an  effec- 
tive policy  when  the  recipients  underinvest  because  of  incon*ect  infor- 
mation about  the  returns  to  education,  or  if  individuals’  rates  of 
discounting  the  future  must  be  subordinated  to  a lower  public  discount 
rate  (for  some  noneconomic  reason).  Other  social  effects,  such  as  the 
impact  of  higher  educational  attainment  upon  the  size  of  public  wel- 
fare rolls,  are  likely  to  diminish  in  importance  as  educational  level 
rises.  The  conclusion  of  this  part  of  the  discussion,  therefore,  is  that  at- 
tempts to  redistribute  income  through  subsidies  to  higher  education 
may  be  effective,  but  that  historically  the  redistribution  usually  has 
increased  income  inequality  and  may  not  work  to  reduce  it  due  to  the 
characteristics  of  different  groups  of  recipients. 


V.  SUMMARY  AND  RECOMIMENDATIONS 

Despite  the  high  rates  of  return  to  education  calculated  by  many 
economists,  public  support  of  higher  education  may  not  be  justified. 
In  equilibrium,  rates  of  return  in  excess  of  the  market  interest  rate 
may  result  from:  (1)  risk  aversion  on  the  pait  of  tlie  students  and 
lending  institutions,  (2)  goals  of  students  other  than  income  maxi- 
mization. (3)  non-monetary  costs  of  education,  or  (4)  differences 
among  students’  aptitudes.  If  these  factor  are  the  root  cause  of  per- 
sistently high  returns  to  edxication,  public  programs  which  increase 
the  level  of  educational  attainment  may  actually  reduce  real  national 
income. 
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r-irL  fr^iin  n rn#sft  f<»cl4oii  of  in 

y<Mr»i^,  Th<"  wJnr]i  Imr  a varifiy  cif  nnrx*)iii<^l  jtiir* 

I?  wnr*  one*  aiuilJior.  Wilh 

l3<#Ji  of  Pnrij(H  ’I  rtlrnf.  rMrJj  i$f  jjjf  s;jnT»yf*;  TvsfMtrjdHil^  to  nof<» 

-<ji  the*  ^jnrMionnnifv  liir  <‘h^s  n|»prxij»nn1<*  for  his  family.  J*ho 

snnrvK  \ aricvl  this  ion  as  to  iJm*  iminiMT  of  inr-onir  inl<Tv«]s 
fn>m  four  !<}  niiu*)  and  as  to  tlx*  f.iz<«  an(i  ]imits>c»f  tli<*  inl<T* 
v.'ils,  Th<*  df*si^ftxrs  of  'ralml  fcdl  lliat  l3it*  n-sj^m<l<Mits  ronld 

nevf  Ik*  TT‘!it¥l  ijtKin  to  |tiKn‘i<lf*prKsI  r^-liinatcsof  thfir  familn*'**  inr<nnf«*;^ 
and  a<v‘oiKlin;»|y  an  ind«*x  of  MK;jfKv/»n<Mnio  (*n\  irv*nitioni.  wa,s  <‘4impi}i('4]. 
‘l  ih*  <|ij<-siif<nnairf*  informal  tot  j not  only  on  inoonu*  Imt  on 

vaitu*  of  the*  “tmloiilV  liom<*,  iKXih*^  in-lunno,  a|*jdian«*s,  own 
fatlK*!' s c*rvupali<m  and  odnralion,  and  h»  forth. 

In  aihlition*  th«.^  lhlta^aM  of  t3n*CVnsus  in  ronslmrttHl  a |H*Tvont* 
disirilmlion  of  jnoomt*s  of  laiailios  witjj  ooJK*p**H;sr» 
diddjvn  Js  i3jnna;;3j  This  4!i*'4nhi3tioj)  dilh'ivd  fr<^m  ih<* 

j«-'r'(V'nt,aj:'r  of  n^^’^unoof  -all  faniih<'’S  an  in  that  t3a<’jH*r- 

h»u  fainilifs  \wv(*  Kmall<*r  and  5<i;;h  irif'onn*  faindios 

pv  at^T.  A piausihlo  explanation  for  thin  disfrx*panry  is  the  pa^v*nt^^i*  a^c 

<tiaTrtn-jK*os  in  the  two  N*<>  of  <^‘irwiimv<aiir<'S.  d'hrtt  is,  familirs  witJi 
ro))<  children  are  n hiasi*d  saujplcof  the  population  of  families  nt- 

Jar^^e,  ot errepresf*niin;r  the  tmtnlMU’s  of  middle* a;rcvl  par\*nts,  I’heM^ 
fan4ilae^.  an  I tarn,  .are  to  their  |H*ak  inc^une  {HUenlials. 

laa  <U‘der  lo  eli  min  arte  I he  ‘’apninfvmic"  hi  as  fnmi  the  |H*rc<miarre 
di^inlmiioris  of  all  famdy  inc^uties  for  each  of  the  years  umler  study. 
\u'  ^ ,jr<'c|ed  the  family  income  <l>ti'ihtiiif»n  data  UMn;;the  v-i  of  <'<»n' 
M.ants  iniplicit  in  the  \\h\<\  data.  In  this  manner  we  estimate  u s<*t  of 
jHU'ceniaj*:e  disti’ihtifi^ms  of  incomes  of  families  witli  oolle^i'  ajxe  youth 
with  which  to  c^mijutte  the  mulls  of  each  of  the  Mirvevs  cUamI  nlxive. 
We  Were  Urns  aide,  to  com  pare  the  pertenta^e  of  umler^radtiates  in 
eacli  income cateji^irv  with  the  |H*rceni.a;ie  (estimated)  in  that  ratecory 
of  all  families  withctfdle;re*agvde|>endents, 

I )ie.M*  two  N‘U  of  data  enaldiNj  tis  to  constraict  Mis  of  lyotvru  dia- 
^♦ranis  deovin^  the  <!istrihntion  of  undergraduate  edticatioi.al  fippor* 
Innit V.  TJie  l/>mi*ctirve  showing;  the  rv.Millsof  the  American  Ouiiieil 
of  Kuttcaiion  (AriC)  suney  of  1JH»7  isjihown  in  Kigairv  la.  (hiniulaiive 
iMU'centages  (ranpng;  fr'<mi  0 to  I<K))  of  n1)  collep^^age  yotith  raiilied 
hy  family  incfune  (lowest  to  highest)  are  repnestmti^l  along  tin*  Iniri* 
/ontal  s.xis.  The  diagonal  line  represents  a hypothetical  diMrihutioii 
j«f  a llege  Mmlenis  indh  ating  full  eiiuality  of  (cKliicati^mal  op|Hirtunity. 
*l  hai  is,  etpial  iK*roeniages  of  stinienls  c<une  fftun  the  |MK»ri*vi  and 
richer  cpiarliles  of  eoKeve^age  youth.  Note  that  the  diagonal  clisirilut* 
tion  OK'S  not  rx^ptire  that  aU  college* a gi*  youth  in  variotjs  income 
ct::ss<*s  go  to  <*(dlege.  111  flirt  it  ts  ctiusistent  w t(h  a patieni  in  which 
onl V OIK*  ijerx'cnt  of  the  coHegi^  agi*  youth  in  each  ino*mie  cAttsigry  enter 
college.  Idle  diagonal  T nplv  t\siuitx*.s  that  tlietx'  U*  no  systematic 


exclusion  trfymnh  from  ci^l lege  on  theltAsisof  family  immme,  Iti  other 
W4uh1s  thodiagiuial  tvpn*»Kmts  a distrilmtion  of  i^<rllege  students  i s* 
Acily  projmilionate  to  the  di>-trihulion  of  coUegi'  age  youtli. 

lire  acttiaJ  disirihution  *»f  college  siiideiits  fotiiid  in  the  Allv  oirrev 
is  p'prvstmtetl  hy  the  curve  iHUieath  the  diagoimh  One  of  the  poiiitn  oil 
this  curve  imiicates  that  |amri*st-  thin!  of  coIIege*ag\»  youth  (X*axis 

* tvs.  (4  CuMKirrot',  Uar<>4U  t^r  «UI4. 
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coonliimto  of  coiUributos  numl>ors  iimounlinp  to  only  one- 

sixth  of  nil  eollogc  stuiloutsS  (Y-axis  cootxlinatc  of  lO.G^o). 

Tim  curve  henenth  tho  dingoiml  in  Figure  In  repix?,sonts  the  income 
segn^gntion  of  college  opi>ort\mity  for  all  stuilonts  attoiuling  four- 
venr  co!!cgi‘s,  whether  the  a)!logiy  nro  public  or  privnte  institutions. 
If  public  nml  private  nonsectnnnn  collog(*s  arc  looked  at  in  isolation, 
we  find  ft  substantiallv  higher  degnm  of  income  segregation  in  tin* 
private  iiistitutionsaiiA  a considenioly  lower  degree  of  disparity  in  the 
jiublic  institutions.*"  This  is  depicted  in  Figniv  lb.  It  is  interesting 


‘•Till*  ptctiirt^  for  Krero  iau(l<N'U  mftjr  bo  (ho  rrvmo  of  Uio  imflonwiilo 

(rrna,  I'Mbmp***  tbi'  ;<mabvrn  Ibhicntbmnl  Srrvict'  nppo«rt«if  l«  Uiv  \Vti(( 

Juttrntif  uf  Jum«  lUfU),  itlmw  (lint  NVgrt»«*K  ncroiiiit  fr.r  !hr<^  (o  four  iw*rcriit  of  (bo 
niutb'iu  iHMiini  nt  (riMUiiotiaUy  whlto  <^ricB<*x.  but  for  Ima  tbAQ  two  porcont  at  atato 
mUvrrMtit*^. 
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to  note  that  despite  the  egalitarian  philosophy  of  the  land  grant  col- 
Ic^ges,  their  stU(fent  bodies  tend  sligntly  to  overrepresent  youth  from 
higher  income  families. 

()no  way  of  summarizing  the  information  in  the  I.<orcnz  curves 
depicted  here  is  through  the  Gini  index.  This  measure  is  defined  as 
the  area  l>etweon  the  ‘‘opportunity’'  cure  and  the  diagonal,  as  a frac- 
tion of  the  enlin*  an»a  under  the ’diapuml.  The  Gini  index  thus  falls 
within  the  range  of  zi»m  to  one.  The  hmher  this  index  tlie  greater  tlie 
iiuH|tinlit  V of  opportunity.  The  Gini  iiuU'xes  for  the  thiw  ACE  curves 
in  Iriguri*  li>  are,  for  nif  fonr-year  collegi's,  o.‘J3;  for  private-nonsec- 
tarian colleges,  0.11.5;  and  for  jmiilic  collegia,  0.12.  The  Gini  indexes 
for  the  other  siirvev.s  were  ccuupnted  and  have  been  recorded  in 
Tal)Iol.” 

While  t he  I»nMiz  cnr\*o  can  Iw  a vnlnahle  tool  for  making  cross-sec- 
tions or  time  series  comparisons,  the  Gini  index  lias  some  major  short- 
comings. Its  principal  deficiency  is  that,  it  is  a descriptive  nnniher 
'vhich  has  no  n*al  theoretical  basis.  I'or  example  one  possilile  explana- 
tion fora  decrease  over  time  hi  the  Gini  index  for  midergraduatc  edu- 
cational opportunity  is  f Iiat  fewer  rich  people  and  fewer  poor  people 
with  the  passiigeof  time  send  their  children  to  college.  In  the  analysis 
lierc  such  a conclusion  would  l>e  highly  implausible.  Yot  there  is  no 
theoretical  dimension  to  the  Gini  index  which  allows  us  to  evaluate 
different  hypotheses. 

An  niternative  appmach  might  Ik»  to  assume  that  the  distrilmtion 
of  higher  ediicathmal  opj  rfunify,  like  the  distriliiitioii  of  incomes,  is 
des<‘rilM»d  by  the  lognormal  density  fmiclion.  K(hu':itional  opportunii^*, 
under  ciirumstan^vs,  is  deliiu^I  for  a given  family  income  cate- 
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pory  as  til 0 clifTercnce  between  the  percentage  of  college  students  and 
the  percentage  of  college-age  youth.  The  density  function  for  under- 
griuliiato  educational  oj)port unity  deserilied  Ijy  the  ACE  data  for  all 
college  students  is  shown  in  Figure  2.  If  we  assume  the  distribution 
of  educational  o])poi*tunity  is  lognormal,  then  by  c()nverting  the  X-axis 
from  a natural  to  a logarithmic  scale  the  distribution  becomes  nomal. 
Two  parainetci*s,  tlie  mean  and  the  variance  (or  standard  deviation) 
then  fully  clescribe  the  distril)iition.  Changes  in  the  mean  reflect 
changes  in  the  income  level  of  families  with  college-age  childmi,  and 
hence  changes  in  the  level  of  educational  opportunity.  Changes  in  the 
standard  deviation  affect  the  disproportion  hotween  the  distribution 
of  college  ago  youth  and  the  dlstriiuition  of  college  students.  A decrease 
in  the  standard  deviation,  all  other  things  equal,  will  diminish  the 
dis*i)arity  in  educational  opportunity.  Convoi'scly  for  an  increase  in  the 
standard  deviation. 

Table  1 summarizes  the  findings  of  the  difTcront  surveys,  according 
to  Gini  index,  moan  income,  standard  deviation.  The  density  functions 
doscrihing  the  different  surveys  oi  (Hiujational  opportunity  (Talent, 
ACT,  Census  and  ACE)  showed  a reasonable  closene.ss  of  fit  to  the 
lognormal  distribution.  If  the  fit  were  perfect  one  could  expect  a close 
statistical  relationship  hetween  tlic  Gini  index  and  the  standard  devia- 
tion.’- The  ahsonce  of  a parallel  inovoinoiit  in  the  two  indicators  here 
as  between  Siiiiiples  should  be  ascribed  lo  errors  in  approximating  the 
lognormal  density  function. 

Table  I. — Paramefir  estimates  for  measures  of  inequality  of  undergraduate  education 
opportunity  various  surveys 


Mcrm  Stamlanl 

Vr;ir  Survey  (lint  index  Income  deviation 


I'ttWi Talent n.  217  

1V4 ACT .24G  S7,03:>  SWO 

V«v; Cen««« 10,410  452 

rnW do .2»)'.»  10,500  427 

lofi7 ACK  (total).  0.905  522 

1%7 ACE  .3.53  

(private). 

1967 ACE  .124  

(public) 


What  can  he  said  nlioiit  undorgi'aduatc  educational  opportiuiity  on 
(he  basis  of  those  findings?  First  the  Gini  iiulc.xcs  and  standard  devia- 
tions for  the  ditforont  sun’o.ys  confirm  the  existence  of  a significant 
degree  of  iiiotpiality  of  opportunity  ba.sed  on  income.  Largo  niunbcr.s 
of  college  age  students  appear  to  fail  the  means  test  for  entering  col- 
lege. The  closeness  of  the  Gini  indexes  (and  also  the  standard  clcvia- 
tioiis)  to  one  another  is  striking  and  appeal's  to  confirm  beyond  doubt 
the  iiuignitudo  of  underlying  inequity.  Unfortunately  little  can  be 
concluded  about  change  in  tho  levels  of  inequity  over  time.  The  ACE 
index  for  19G7  is  shown  as  lower  than  the  ACT  index  for  I964r,but  the 

«It  lias  boon  ostnbllBbod  that  the  Qlnl  Imlox  la  monotonlcally  related  to  the  value  of  the 
variance  and  la  Independent  of  the  moan  of  a aample  which  is  normally  distributed.  See 
.Tohn  AltchUon  ami  J.  A.  A.  Urown.  The  Lognormal  Disfributiont  with  special  reference 
to  Ita  uaoa  In  economics,  University  of  Cambridge  Depnrtment  of  Apptkd  Economlca. 
Monograph  No.  6. 1003,  pp.  112-113. 
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Census  indexes  for  I960  and  19G8  are  identical,  and  in  any  case  liiglier 
than  either  tlie  ACT  or  ACE  indexes.  Thus  errors  of  ineasuremeut  and 
variability  of  survey  technique  conceal  any  decrease  in  inequality  of 
educational  oppoitunity  that  may  actual I3"  liave  taken  place  during  the 
early  sixties. 

On  the  basis  of  our  anal3^sis  there  would  appear  to  bo  two  courses 
for  reducing  disparities  in  opportunit}"  for  undergraduate  education, 
a policy  of  subsidy  and  a polic3"  of  increasing  incomes  at  the  lower  end 
of  the  income  distribution.  It  is  not  the  purpose  here  to  advocate  one 
particular  form  of  subsid3"  over  another.  Tne  inventory  of  forms  is 
long  and  includes  scliolarshi])s,  fellowships,  a broader  loan  market 
with  lower  loan  costs,  ‘'forgivable”  loans.  Upward  Bound  programs, 
provision  of  college  substitutes  such  as  community  and  technical  insti- 
tutions, and  lowering  entrance  requirements,  as  in  the  recent  Rutgers 
and  CCNY  examples.  To  a degree,  the  Equal  Opportunity  Grants  and 
Work  Study  Programs  of  the  Johnson  administration  represented  an 
attempt  at  subsidy.  xVvailuble  evidence  tends  to  suggest  that  an  in- 
comes approach  may  not  be  as  efficient  as  tlie  subsidy.  Galpcr  and 
Duiui,  in  a recent  study find  a surprisingly  low  income  elasticity  of 
demand  for  hidier  education  (0.69).  They  suggest  that  financing 
problems  ma3^  determine  tlie  cl  mice  between  a private  and  a public 
college,  and  influence  only  to  a lesser  extent  the  decision  to  attend  or 
not  to  attend. 


EFFICIEXCY  IX  HIGHER  EDUCATION 

Efficiency  here  is  used  in  tlie  programming  sense  of  maximizing  tlie 
rate  of  return  for  a given  investment.  Tlie  question  we  ask  is  wliat  are 
the  implications  of  a government  education  policy  whicli  lias  as  its 
aim  maximizing  tlie  social  rate  of  return  for  a given  budgetary  outlay. 

Findings  in  tlie  literature  regarding  the  rate  of  return  for  different 
ability  groups  are  somewhat  ambiguous.^  Wolfle  and  Smitli,  in  a fol- 
low-up stiuty  of  a sample  of  Minnesota  lngh-.school  graduates  20  years 
after  graduation,  sliow  a pronounced  difference  in  the  rate  of  return 
for  one  or  more  college  degrees  for  different  ability  groups. This  is 
revealed  in  tlie  table  below ; 

Median  salaries  of  Minnesota  men  who  had  different  posl^high  school  education  with 
intelligence  scores  held  constant 


Education  after  lilgli  school  graduation 


1 college 

TecImicaS  Some  degree 

Intelligence* lest  score  None  scliools  college  or  more 


Highest 20 percent., $4,000  ( fl)  $4,900  ( IS)  $5,300  ( 49)  $6, .300  (171) 

Next  35  percent 4.500  (33)  4,400  ( 55)  6,200  (107)  0,100  (197) 

Bottom  45  percent 4,300  (57)  4,4W  (100)  5,100  (169)  6,200  (191) 


Note:  The  numher  of  cases  in  cacli  group  is  given  ii\  parentheses. 


^•''Galper,  Ilarvoy  nml  Uohort  M.  Dunn,  **.V  Short-riin  Demand  Function  for  Higher  Edu- 
cation In  the  United  States,*’  forthcoming  The  Journal  of  Political  Economv* 

Wolflo,  Dnel  and  .Toseph  O.  Smith,  “The  Occupational  Value  of  Education  for  Superior 
Illgb-School  Grnduatss,”  Journal  of  Higher  Education,  27,  (1956,  pp.  201-212). 
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As  can  be  seen  from  the  table  the  impact  of  differential  ability,  both 
in  absolute  and  percentage  terms,  is  significant  for  after-liigh  school 
education.  This  is  true  whether  ability  is  measured  by  intelligence 
test  scores,  as  shown  here,  or  by  percentile  rank  in  high  school  gradu- 
ating class,  also  rei^orted  in  the  findings  of  Wolfie  and  Smith. 

Becker  sidesteps  the  question  of  the  rate  of  return  on  different 
ability  gi’oups  j^er  se.  Bather  he  cites  a number  of  different  studies 
which  correct  for  the  influence  of  ability,  to  support  his  hypothesis 
that  college  education  itself,  and  not  the  superior  ability  of  those  who 
^o  throu^  college,  explains  most  of  the  unadjusted  earnings  differen- 
tial between  college  and  high-school  graduates.^®  One  citation,  a paper 
by  Morgan  and  David,  using  regression  analysis  to  eliminate  inlluences 
on  eaniings  other  than  education,  found  that  measures  of  rank  in 
school  and  ability  to  understand  and  answer  questions  were  of  negligi- 
ble importance.^^ 

A recent  Ph  D.  thesis  for  Yale  University  by  Daniel  Kogers  sup- 
ports the  hypothesis  that  only  small  differences  in  the  intenial  rate 
of  return  to  college  education  are  attributable  to  ability.^^  On  the 
basis  of  a longitudinal  study  of  3G4  high-school  graduates  from  three 
urban  areas  in  Connecticut,  Bogere  finds  that  most  of  the  increase  in 
rate  of  return  for  college  graduates  with  higher  IQ’s  is  offset  by  the 
greater  earnings  forgone  during  the  college  years. 

Most  recently,  Weisbrod  and  Karpoff  have  investigated  the  returns 
from  higher  education  for  7,000  American  Telephone  and  Telegraph 
employees,  with  emphasis  on  the  ret i mis  which  are  related  to  various 
‘*scliooling”  and  ‘bionschooling”  factors.^®  The  former  categoiy  iiu 
eludes  the  quantity  of  education,  as  well  as  the  quality  of  the  school, 
as  judged  by  a telephone  company  iiersonnel  officer.  “Non-schooling 
factors  are  intended  to  include  ability,  niotivallon  and  ambition,  and 
are  studied  through  the  proxy  variable,  class-standing.  Tiie  authors 
found  that  (1)  precise  class  standing  made  little  difl'erence  in  earn- 
ings; (2)  rough  class  standing  made  a statistically  significant,  al- 
th.cugh  not  a large  dift'erence;  and  (8)  quality  of  schooling  also  made 
a difference,  with  higher  earnings  going  to  graduates  of  the  better 
schools.  The  aiithoi-s  foimd  that  about  oue-fourt.li  of  the  earnings 
differences  were  attributable  not  to  differences  in  educational  attain- 
ment, but  tu  “non -schooling”  factors. 

In  siun,  a survey  of  recent  literature  on  the  relationship  between 
ability  and  the  jirivate  rate  of  retuni  to  a college  education  tends  to 
diminish  the  force  of  the  Wolfle  and  Smitli  findings.  Wliile  undoubt- 
edly the  pay-off  from  a college  education  is  larger  for  higher  iiitelli- 
genco  classes,  ability  and  other  “non -schooling”  factors  do  not  appear 
to  make  as  much  of  a difference  as  education. 

Several  recent  studies  show  that  significant  percentages  from  tlie 
highest  intelligence  groups  of  those  with  low  socio-economic  status 
have  no  college  plans.  On  the  basis  of  a cross-sections  study  of  Wis- 


Becker,  Gary  S„  Human  CapHalt  a theoretical  and  empirical  .analvsis,  with  special 
reference  to  education,  National  Bureau  of  Economic  Resea rcli  No.  SO,  Nov  York. 
Columy)ia  Univcirsltyi  Press,  1964,  pp,  79-.S.S. 

Morgan  and  David,  ‘‘Education  and  Income,”  QuaHcrly  Journal  of  EconomicSt  Aug.  ’63. 
Rogers.  Daniel  Cm  “Private  Rates  of  Return  to  Education  In  tha  U.S.  i A Case  Study,” 
a Ph.D.  Dissertation  presented  to  Yale  University,  1967,  pp.  90-100. 

“ Weisbrod  and  Karpoff,  “Monetary  Returns  to  College  Education,  Student  Ability,  and 
College  Quality,”  Rouieio  of  Economics  and  Statlaticsf  Novembe?  1908,  pp.  491-497. 
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consin  hiffh-school  graduates,  Sewell  and  Shah  found  that  only  33.G 
percent  oi  the  males  in  the  highest  intelligence  quartile  of  the  lower- 
quartile  parental  income  class  had  plans  tor  college,  while  a full  28.4 
percent  of  those  in  the  lowest  intelligence  quartile  of  the  top  family 
income  bracket  planned  to  continue.^^  For  females  the  figures  were 
percent  and  30.2  percent,  respectively.  A recent  study  by  the  National 
Merit  Scholarship  Corporation  found  that  while  only  a small  per- 
centage of  National  Merit  Finalists  could  be  classified  as  “needy,'’ 
a significant  fraction  (24  percent)  of  those  in  the  needy  categoi7  who 
failed  to  obtain  financial  assistance  never  went  on  the  college.^®  The 
study  observed : ; 

while  it  is  clear  \;hat  the  students  receiving  offers  of  financial 
assistance  presented,  on  the  average,  superior  academic  creden- 
tials, the  students  not  offered  aid  were  still  very  talented.  Almost 
one-fourth  ranked  in  the  top  2%  of  their  high  school  class  ^d 
their  average  SAT  scores  of  628.6  verbal,  and  636.9  mathematical 
exceed  the  entering  fieslunan  averages  of  many  highly  selective 
colleges. 

Those  who  went  on  to  college  with  scholarship  aid  tended  to  select 
private  institutions,  while  those  who  were  unable  to  obtain  financial 
assistance  tended  to  choose  public  institutions. 

On  the  basis  of  the  evidence  which  was  cited  in  this  section  we  may 
conclude  that  while  ability  may  make  a difference  in  expected  earn- 
ings— and  sometimes  a simificant  difference — its  importance  has  fre- 
quently been  exaggerated!  Even  so,  we  find  that  significant  percent- 
ages of  able  high  school  graduates  appear  to  be  left  out  of  the  higher 
educational  system  for  financial  reasons. 


Several  points  should  be  made  in  weighing^  the  alternative  emphases 
which  higher  education  policy  might  tahe.  First,  as  we  have  indicated, 
a number  of  recent  works  cast  doubt  on  the  magnitude  of  efficiency 
gains  to  be  reaped  from  concentrating  on  the  highest  ability  and  intel- 
ligence groups.  The  burden  of  proof  still  rests  with  those  who  would 
argue  that  significant  advantages  may  be  had  by  subsidizing  certain 
subgroups  of  the  populat i on  to  th e exclus i on  o f othei-s. 

^cond,  all  evidence  seems  to  indicate  a strong  connection  between 
an  individual’s  aspiration  to  college,  his  demonstrated  level  of  ability, 
and  his  parent’s  educational  status.*^^  The  children  of  college  graduate 
appear  to  be  better  motivated  for  college  than  the  offspring  of  those 
with  lower  educational  status.  This  fact  suggests  an  inteestii^  rela- 
tionship between  short  term  equity  and  long  term  efficiency.  Lateral 
gains  in  this  generation  in  terms  of  broadening  educational  oppor- 
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tunity  (lowering  the  Gini  Index  and  standard  deviation)  may  produce 
efficiency  ga^  in  the  next  generation  as  better  students  enter  college. 

A final  point  relates  to  the  manpower  needs  of  a service  economy.  In 
the  past  15  years  the  share  of  total  TJ.S.  labor  force  employed  in  the 
service  sector  has  increased  from  about  50  percent  to  about  60  percent. 
The  rise  in  the  service  share  is  continuing.  In  practical  terms  we  are 
creating  significant  excess  demand  for  space  scientists,  engineers,  lab- 
oratory and  computer  technicians  and  other  skilled  and  professional 
personnel, mmy  of  whom  must  have  an  undergraduate  education 
among  their  minimum  credentials.  In  short  there  is  strong  presump- 
tive evidence  to  suggest  that  broadening  educational  opportunities 
may  also  have  dividends  in  terms  of  easing  some  of  the  excess  de- 
mands for  skilled  manpower,  in  an  increasingly  service-oriented 
economy. 


” A Bignlllcant  portion  of  this  excess  demaiiQ  appears  to  be  goyernment  Induced.  The 
salary  Increases  of  space  scientists  and  engineers  during  the  past  decade  seems  In  largo 
part  to  reflect  this  point. 


fligher  Education  Opportunity  and  Achievement  in 
the  United  States 

Robert  H.  Berls^ 

I.  INTEODUCTION 

For  any  extimination  of  equality  of  opportunity  for  higher  education 
we  need  to  know  the  socioeconomic  characteristics  of  high  school  and 
college  students.  We  need  evidence  about  the  incomej  occupation,  and 
education  of  the  parents  of  prospective  college  students,  and  the  abili- 
ties of  the  students,  before  wo  can  arrive  at  any  understanding  of 
equality  of  educational  opportunity.  We  must  have  tliis  undei*standing 
in  order  to  determine  tlie  degree  of  equality  of  opportunity  and  to  draw 
any  conclusions  about  the  appropriate  numbers  of  scholarships  or 
loans  required,  or  to  evaluate  the  social  strategies  of  government  and 
the  implications  of  those  strategies. 

Social  class  and  family  income  influences  opinions,  attitudes,  health, 
style  of  lifej  as  well  as  educational  attainment,  which  in  turn  will 
influence  social  class  and  income.  Eace  or  ethnic  group  is  another  factor 
which  influences  all  of  these  variables.  But. before  we  can  say  anything 
about  who  enters  college  we  must  know  who  fishes  high  school. 


II.  COMPLETION  OF  HIGH  SCHOOL 

Entrance  to  college  is  obviously  affected  by  tlie  liigh  school  dropout 
rate,  and,  as  with  every  other  level  of  educational  attainment  to  be 
discussed  in  this  paper,  botli  ability  and  socioeconomic  status  (SES) 
play  a decisive  role  in  determining  who  will  graduate  from  high  school. 
For  example,  only  1.4  percent  of  students  of  high  ability  and  liigh  SES 
will  fail  1x)  fcish  high  school,  but,  29  percent  of  low  ability  and  low 
SES  students  will  drop  out  of  high  school.  Students  of  high  ability  and 
low  SES  show  only  a 6.6  percent  dropout  rate,  low  to  be  sure,  but  four 
times  greater  than  their  high  albility,  but  high  SES,  schoolmates.  The 
numbers  in  the  cells  of  Table  1 are  thepr^abilities  for  dropout  by 
SES  and  ability,  and  the  numbers  outside  the  cells  lepresent  dropout 
probabilities  for  the  total  SES  and  ability  groups. 

♦The  author  is  on  the  staff  of  the  Bureau  of  Higher  Education,  Office  of 
Education,  U.S.  Department  of  Health,  Education,  and  Welfare.  The  views  pre- 
sented in  this  paper  do  not  necessarily  represent  the  views  or  policies  of  the 
Office  of  Education  or  the  Department  of  Health,  Education,  and  Welfare. 
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TAfetlc  I,— faiTuff:  f<f  r<ymph1^  hiph  hy  SKS  end  ^hih^y 
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III.  WHO  GOE.S  TO  COLLK(!K 

rollciTo  Nirvillmcntf^  lm\* *o  irmwn  cnoniwuhly  in  <hc  I'nilenl 
owr  iJk^  10  vf^rs.  In  10.%S,  only  million  wotv  rnmllwl 

in  oollojit',  hilt  in  1008  onmllnionl  has  gt^wn  to  O.t)  million,  ami  0.1 
million  stmlonts  nn»  projortcil  by  1070.*  But  even  thniijTh  c4)||ogp  on- 
lollmonts  Imvo  grown  so  rapidly^  (ho  pro|>or(ion  of  high  koIiooI  grad- 
iintos  ontoring  rollogo  Inw  not  clinngo<I  signinmntly  sinro  ISftO.  At  that 
year  nl>ont  imlf  of  nil  high  soliool  grAdiinto,s  entoird  collego,  and  this 
rnto  WAS  mnin(aino<l  to  tho  mid-1920*s  when  it  <l(yline<I  to  nl>ont  *10 
|)orronh  By  104.'^  the  rnto  of  collego  entrance  hwl  rctiirnwl  to  about 
Imlf.  The  (argo  recent  increases  in  enrollment  are  more  a function  of 
]H»i)iilntion  expansion  rather  than  large  prt>portioiml  increases  in 
college  attendanco  by  high  school  graduates* 

In  1965  Umre  wore  2.6  million  students  who  gr.uluntod  fn>in  si»coml- 
nrv  sch^Is  in  the  U.S.  Of  these,  35  percent  or  about  000,000  entered 
collego  in  iho  year  of  high  school  graduation,  and  46  |)orcent  or  1.2 
million  will  have  enterwl  college  within  5 years  of  high  sc1uk>1  gradua- 
tion. About  75  peivent  of  the  1965  graduates  who  will  enter  college 
(within  5 ^-ears  of  high  school)  did  so  in  the  year  following  gradua- 
tion.* 

Entrance  to  college  is  highly  influenced  by  the  incomi.  and  other 
factors  comprising  the  socioeconomic  status  "of  the  parents  of  high 
school  gnuliiates.  Figuie  I shows  the  probabilities,  in  graphic  form,  of 


» rrf>|cH(oi»«  0/  ffrfMrdtlOfial  Stotune*  to  lftr«-77  (1007  K<imon).  U.8.  Offlee  of  Kiln- 
cnHon.  *ioverummt  Crlntlnr  Ofllre.  WAiaiiostoD.  Table  4, 

•A»  J.  Jaffp  and  Walter  Ailama.  "TremU  Id  Colloffe  Rnrollment  **  So«»^  /(eHeir, 

eintrr  1004*05.  p|t.  27*32.  Jaffe  and  Adama  believe  tbat  tUla  i..^  ortlon  will  uot  chance 
for  foiir-xear  ooHeirea.  bnt  that  the  ra|ihl  Increane  In  two-year  coIlei^A  may  Increaae  the 
proportion  of  collem  entrance  by  hlch  achool  cmduatei.  Another  lonc*term  atudy  of  coll^ce 
enroll «nent  treada.  iialnc  a different  metho<l  than  the  one  employed  by  Jaffe  and  AdaniM. 
haa  come  to  almllar  concinalona.  Tbia  analyala  found  that  from  1010  to  10(M  ’There  liaa 
been  no  trend  In  tlie  ratio  of  enrollmenta  In  4-year  Inatitutlona  to  the  jllcible  popu- 
latlon  . . . (Rlljabi^  no{mlatlon  la  the  1S*24  year  old  ace  cronp  who  nre  hlch  Kctuml 
cmilnatea  ami  nre  not  In  the  nnned  aervleea.)  When  enrollmenta  In  two-year  collecen 
are  uiImI  in  three  calculationH  then  “a  definite  upwarti  tit?ml  npponra.**  Moat  of  thli 
Mpwn  t|  Ireii-*  haa  lw*en  alnor  World  War  U.  n iier’od  of  oTtMinaion  In  two-yenr  coUecea.  Si*e 
noliert  Camiibell  and  Harry  N,  8h*ce!.  “Tho  Elenmnd  for  lllcher  Ihlncitthm  In  Mie  rnifoil 
Stntea.  1010-1004.“  In  The  .tmcHrim  AVonomfe  Hfvhtr,  June  1IM17.  pn.  482*404. 

* ITiilraa  othorwlae  lmllcate<l.  all  diita  In  thia  refiort  la  nniuihlliuted  dntn  from  Project 
Talent.  flve.year  follow*np  anrvya  of  the  1000  twrlfth  and  eleventh  crado  hlch  achool 
atudenta.  The  1005  Hlch  School  (irAduatoa  (/Hgc«t  o/  KdticaKoHot  StaHaHca.  1007  Ktlltlon. 

IT.S.  onice  of  Kd  neat  Ion.  Goveniment  l*rlntlnc  Ofllee.  Wnahlncton.  Table  05)  were  then 
dlHtrlhnteil  accord  Inc  to  the  probabi  Utica  derived  from  Project  Talent. 
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c'tKcritt^  ci}]\vjtc^  full  orpmiA  irnc,  u iUiin  n year  of  lii^h  k* *1ioo1  ^riultu^ 
lion.*  Thifi  bar  clmri  dislrilniti^s  Uie  jirobabililics  of  college  enlmncc 
in  oiiintilcaof  acatleniic  ability,  and  quatlilcAof  SES.  Thc.«e  live*  grouj»f« 
of  ban«  rpprpj^Mit,  Ibe  ability  range  of  all  high  whool  ^aduatce  in  Uiat 
year.  Eacli  group  of  ban?  ?Ihow«  the  dint-ribution  of  tnc  socioooonomic 
l4alUH  of  tbe  t4uacnl.H  in  UuiX  ability  grv)up.  The  hightu^.  pit)bability  of 
oollegi^  aUentlance  i»  al)out  H2  |wmcnl  for  Uic  high  adiool  mdualca 
in  the  lop  abilily  quintile  who  also  ha\*e  tbo  highest  SICS,  wncreas  tiio 
graduates  of  equal  ability,  but  love  SES,  liavc  a probalnlily  of  college 
entrance  of  only  ;17  j>erren<,  or  loM  than  half  (be  likclihooil  of  college 
entrance  of  the  fir^t  group.  Tliis  pattern  remains  tnic  of  each  iif  the 
ainlity  groups:  Uie  higher  Uie  SES  the  greater  amount  of  college  at* 
tonda'nee  oven  though  ability  iswjual. 

Tables  2 and  U repmsent  the  number  of  graduates  of  the  high  scIhmiI 
class  of  1JHJ5,  and  the  nuiiilH*r  wht,  :<Oi*r  or  do  not  enter  collegts 
ability  and  SES.  Table  2 is  for  the  year  of  high  ^hot>l  graduation  and 
TaJ»le  within  years  of  high  scliool.  Some  of  tliese  15)05  high  school 
graduatt^  will  enter  collegia  later  than  5 years  from  high  school,  but 
the  pit)bnlulities  are  small : .10  in  Uie  sixtli  year  and  .13  in  the  seventh 
for  men;  for  women  the  probabilities  are  negligible  after  the  foiirtli 
yc;ir.* 

Five  years  after  high  school  the  saturation  |>oint  has  boon  approached 
(00  percent)  in  college  aUemlnnce  for  those  high  school  gradunte^s  in 
the  top  two  ability  groups  (top  40  percent)  who  come  from  high  SES 
families.  Hut  college  attendance  falls  olT  sharply  in  tliese  two  gmups 
ns  wo  (iescend  the  socioeconomic  scale,  so  that  in  tbc  top  ability  qnin* 
only  half  of  tlie  low  SE»S  high  school  graduates  will  have  cutered 
college  r>  years  after  high  school — and  tlic  rest  probably  never  will 
enter. 

Tile  influence  of  SES  on  these  high  ability,  but  low  SES,  students  is 
particularly  unfortunate,  since  tlio  students  in  this  group  represent 
the  top  ono-fifth  of  ability,  and  would  be  expected  to  score  500  or 
l)6ttcr  on  the  College  Entrance  Examination  Board’s  Scholastic  Apti- 
tude Tost  (SAT)  which  has  a scale  running  from  200  to  800  points. 
The  t4iblo  below  presents  SAT  score  equivalents  for  each  of  the  Project 
Talent  ability  quintiles  for  high  school  graduates.^ 

1.  High  (100-80%) — 600  or  better. 

2.  (80-00%  )--418  or  better. 

,60-40%)— 346  or  better. 

4.  (40-20%)— 276orbctter. 

5.  Low  (20% — ) — ^below276. 

For  all  high  school  seniors  the  mean  SAT- verbal  score  is  about  376, 
and  for  all  high  school^seniors  who  enter  college  mean  SAT-verbal 
score  is 440 ‘(iSys)  and  467  (girls).’ 


«DetrM^rctUt  fnroUinent  onir;  this  U true  of  all  Projeet  Talent  coUese  attendance 
flKurei^  given  tn  thla  re(>ort.  Nondeffree  credit  enrollment  (eacludinff  ndnlt  education 
courses)  made  op  about  10  percent  or  cotal  undergraduate  college  enrollment  In  fall  1008. 

* Table  A-11  or  Students  and  Buildingi,  Planning  Paper  68-8  of  the  U.S.  Office  of  Educa- 
tion, Govern  men  t Printing  Office,  Washington,  1968. 

• These  equivalents  were  prepared  by  the  EMucatlonal  Testing  Service,  Princeton,  New 
Jerney.  (porHonal  communication).  The  top  10  percent  would  score  5Q0  or  better. 

V College  Board  Soort  Beporii,  1068-60,  College  Entrance  Examination  Boards  New  York, 
1068,  pp.  28-25.  The  mean  scores  vary  slightly  from  year  to  year. 
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m HIGH  SES  (1) 

HIGH  MID  SES  (2) 
LOW  MID  SES  (3) 

I I LOW  SES  (4) 


Probability  of  H.S.  graduates  entering 
college — full*  or  part-time — 
during  year  of  H.S.  graduation 
by  ability  and  SES. 

Third 

AbiUty 


SES 
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TABtc  2. — Probobiliiv  rf  high  9chool  ffraduaUi  entering  cglUge,  fuU  or  part  U'me^ 
during  the  gear  following  graduatton,  bg  abiiitg  ana  iocioecommic  itatue 


AMllty  and  wclocconomlc  *Ulus 

Number 
of  high 
school 
^duates 
in  croup 

Number  who  enter 
oollece 

Loss 

Number  Percent 

Number 

)*crcent 

nuh  altilUy  QulntlU  (100  peroont  lo  ^ percent): 

1.  Hljl 

M3, 000 

165. 000 

63 

37,000 

18 

2 

153,000 

102.000 

66 

51,000 

34 

a 

122,000 

67.000 

65 

5^000 

45 

4.  Lor. 

60.000 

22,000 

37 

38.000 

63 

Total 

mooo 

356,000 

66 

181.000 

34 

5d  ability  qulntUa  (W  pert*m  to  00  percent): 

1.  llitb 

, mooo 

89.000 

69 

41.000 

31 

2 

143,000 

72,000 

50 

71,000 

60 

2 

. 14H.000 

57,000 

38 

91,000 

62 

4.  Low. 

»4.000 

24.000 

25 

70,000 

75 

Total 

. 515,000 

242,000 

47 

273,000 

53 

Subtotal  (1  Co  2 qulntllot  of  abUltyl 

. 1,053.000 

598,000 

57 

45i000 

43 

3d  ability  quIntUe  (00  percent  to  40  percent): 
i.  nigh 

04.000 

53,000 

56 

41,000 

44 

135,000 

45.000 

33 

90,000 

67 

3 

150.000 

36,000 

23 

123.000 

77 

4.  tKJV 

148.000 

20,000 

14 

128.000 

86 

Total 

536,000 

154,000 

29 

882,000 

71 

dubtola!  (1  Co  3 qulatUes  of  abUtty) 

. 1,(K».000 

762.000 

47 

848.000 

53 

4tb  ability  qatottla  (40  percent  Co  20  percent): 

1.  nigh 

52,000 

20.000 

38 

33,000 

62 

2 _ 

114.000 

25.000 

22 

89.000 

78 

3 

164,000 

27.000 

16 

137,000 

84 

4.  Low.. 

169,000 

16.000 

10 

163,000 

90 

Total 

. 499.000 

88.000 

18 

411,000 

82 

Subtotal  (1  to  4 quintiles  of  ability) 

. 2,100.000 

839,000 

40 

1.261.000 

60 

8tb  (low)  ability  quintile  (20  percent): 

1.  High - 

36.000 

10,000 

27 

26.000 

73 

2 _ ......... 

75.000 

11,000 

15 

64.000 

86 

3 

133,000 

17,000 

13 

116.000 

87 

4.  

. 263,000 

20.000 

8 

243,000 

92 

Total - 

607,000 

68.000 

11 

449.000 

89 

Grand  total  (all  ability  quintiles) 

2.600.000 

000,000 

35 

1,700,000 

65 

Source:  Project  Talent.  S-year  (ollowap  surveys. 
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Taiile  3. — ProhahiUtu  of  hiffh  ftchool  uraUuutcH  vnteriuf/  f oilvffr,  f nit  or  tmrt  thiir, 
icithiti  5 2/cars  of  high  school  graduaiiont  hg  ahUitv  and  sociocconomio  status 


o 

ERIC 


Number 
of  high 
school 
gniiluntcs 
In  group 

Number  who  enter 
colic 

I OSS 

Ability  and  socioeconomic  status 

Number  Percent 

Number 

Percent 

High  ability  qulntllo  (100  porcciit  to  80  percentl* 

1.  High 

203,000 

192,000 

95 

11,000 

.5 

o 

ifa,ooo 

120,000 

79 

33,000 

21 

3 

122,000 

82,000 

67 

40,000 

3,3 

4.  Low.-.- 

60,000 

30.000 

50 

30,000 

50 

Total 

424,000 

79 

114,000 

21 

2d  ability  nulnlllo  (80  porcont  to  60  percent). 

1.  High 

130. 000 

io-\ooo 

84 

21,000 

16 

o 

143, 000 

90, 000 

03 

53,000 

,37 

3 

148,000 

78.000 

5» 

70,000 

4S 

4.  Low - 

04,000 

34,  (NA) 

36 

60.000 

64 

Total 

515,000 

311,000 

GO 

204,000 

49 

Subtotal  (1  to  2 quintiles  of  ability) 

. 1,053.000 

735,000 

70 

318,000 

30 

3d  ahlltty  quinttlo  (60  percent  to  40  percent); 

1.  High 

04,000 

65.000 

69 

29,000 

31 

2 

13^000 

63,000 

46 

72,000 

54 

3 

150.000 

55,000 

34 

104,000 

66 

4.  Low 

148,000 

35,000 

24 

113,000 

76 

Total 

538,000 

218,000 

41 

318,000 

5!» 

Subtotal  (1  to  3 quintiles  of  ability) 

..  1,600,000 

952,000 

60 

648,000 

40 

4th  ability  quintile  (40  percent  to  20  percent): 

L High 

20,000 

56 

23,000 

44 

2 

114,000 

39, 000 

31 

7.5.000 

6*; 

3 

164,000 

44,000 

27 

120,000 

73 

4.  Ix)w. 

160,000 

29.000 

17 

140,000 

8:4 

Total 

409,000 

141,000 

28 

358,000 

72 

Subtotal  (1  to  4 quintiles  of  ability) 

..  2,100,000 

1, 100, 000 

52 

i.ooaooo 

48 

6th  (low)  ability  quint llo  (20  percent): 

1.  High  

36,000 

14,000 

40 

22,000 

61/ 

2 

75,000 

21,000 

28 

54,000 

72 

3 

133,000 

25,000 

19 

108,000 

81 

4.  Low 

263,000 

39,000 

15 

224,000 

85. 

Total 

507,000 

99,000 

20 

408,000 

SO- 

Grand  total  (all  ability  quintiles) 

..  2,600,000 

1,200,000 

46 

1.400.000 

54 

Source:  Project  Talent,  5-year  followup  surveys. 

In  light  of  the  above  figures,  how  many  of  these  high  school  grad- 
uates, as  shown  in  Tables  2 and  3,  who  do  not  enter  college  represent  a 
“reserve  of  talent”  is  problematical.  Many  of  these  students  could 
benefit  from  techuical-terminal  programs  of  two-y^r  colleges  or  other 
^'©cational  trainhig?  No  dbubt  gbine  o who  do  not 

enter  college  have  undiscovered  potential,  and  others  could  achieve  at 
higher  levels  were  it  not  for  cnltnral  deprivation.  There  Is  certainly 
genuine  loss  of  academically  able  students  who  do  not  enter  college  in 
the  high  ability  quintile,  wliere  114,000  (21%)  high  school  graduates 
have  not  entered  college  after  5 years.  Below  this  group,  and  especially 
below  the  second  quintile,  it  is  quite  possible  that  there  are  few  college- 
able  students. 

Geor^  0.  Keller,  for  example,  begins  his  category  of  “academically 
talented”  at  116  I.Q.  (Binet)  or  one  standard  deviation  above  the 
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mean  of  nornml  distribution.  This  group  constitutes  about  20  percent 
of  tlie  total  school  population.  Above  this  group,  the  “gifted”  ivith  an 
T.Q.  of  132,  oi*  two  standard  deviations  above  the  mean,  make  up  about 
3 percent  of  the  school  population,  and  tlie  “highly  gifted,”  148  I.Q., 
three  standard  deviations  above  the  mean,  constitutes  ,1  percent  of 
the  school  population.  Of  the  2.3  million  (actually  2.6)  secondary 
school  graduates  in  1065,  Keller  classifies  about  550,000  as  academically 
talented,  90,000  gifted,  and  3,000  highly  gifted,  for  a total  of  643,000. 
Yet,  as  Keller  states,  about  1.3  million  graduates  entered  college  that 
year,  or  more  than  twice  the  number  of  academically  talented — in  Kel- 
lers definitions.  AMiile  Kellers  totals  of  high  sclmol  graduates  and 
entering  college  students  are  a little  shaky — first  time  college  enroll- 
ment was  about  1.4  million  in  fall  1965  and  these  arc  not  all  June  1965 
high  school  graduates  by  any  means — his  point  is  made:  far  more 
students  begin  college  than  appear  to  be  college-able.  Keller  would 
probably  agree,  nevertheless,  that  there  are  many  students  not  entering 
college  who  should,  as  well  as  many  who  do  enter  who  should  not.® 

William  W.  Turnbull,  Executive  Vice  President  of  the  Educational 
Testing  Service,  recently  wrote  that  any  proportional  increases  in 
college  attendance  arc  going  to  have  to  come  more  and  more  from  the 
second  to  fourth  quartiles  of  ability  and  these  students  score  largely 
in  the  200’s  and  300's  on  the  SAT  scale.  Turnbull  urges  educators  to 
face  up  to  this  fact.®  If,  however,  we  belic;*e  that  any  high  school 
graduate  should  have  an  opportunity  to  try  college,  or  at  least  be  pro- 
vided some  college  education  and/or  vocational  training  at  the  two- 
year  college  level,  then  there  is  a very  large  number  of  high  school 
graduates  who  are  not  now  doing  so.  It  high  school  graduates  from  dll 
socioeconomic  categories  went  to  college  in  the  same  propoition  as  high 
school  graduates  of  the  same  ability  level,  but  in  the  top  socioeconomic 
qimrtile,  an  additional  600,000  students  would  enter  college  within  5 
years  of  high  school  graduation.  This  would  increase  the  number  who 
attend  college  from  each  high  school  graduating  class  by  50  percent, 
for  a total  of  1.8  million  college  students  from  the  1965  high  school 
graduating  class  of  2.6  million.  Thus,  69  percent  of  that  class  would 
enter  college, 

IV.  WHY  SOME  HIGH  SCHOOL  GRADUATES  FAIL  TO 
ENTER  COLLEGE 

The  reasons  why  high  school  graduates  do  not  enter  college  are 
complex,  varied,  and  sometimes  conflicting.  Socioeconomic  status,  lack 
of  interest,  poor  record  in  high  school,  and  other  reasons  all  have  a 
function,  but  one  very  immediate  leason,  related  to  socioeconomic 
.status,  but  not  entirely  so,  is  family  size.  The  probabil  ities  derived  from 
Project  Talent  allow  an  analysis  of  the  effect  of  SES  combined  with 
family  size  on  college  entrance.  Unfortunately,  the  probabilities  are 
not  controlled  for  ability  which  obviously  affects  these  relationships.^** 

® Gearge  C.  Koller.  *'The  Search  for  Brainpower/'  The  PwbHo  Interest,  Summer  1966,  pp. 
CC-69. 

® “Relevance  In  Testing.”  in  Science^  28  June  1968,  pp.  1424-1429. 

lointdligence  and  family  size  are  negatively  correlated,  however,  and  the  coefficient  is 
about  —.30  for  these  two  variables.  The  causes  for  this  negative  correlation  are  unclear, 
but  several  explanations  have  been  advanced.  The  explanations  range  from  birth  exhaustion 
of  the  mother  to  less  attention  paid  to  children  in  large  families  thereby  restricting  their 
verbal  development. 
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Table  4. — Probability  of  entrance  to  college^  full  or  parWzmc,  during  the  year  after 
high  schooly  by  SES  and  family  eize 


SES 


Slio  of  family  High,  l 2 3 Low,  4 


2t04  68.7  43.1  3I.I  18,3 

6 to  8 C2.8  38.7  26.4  14.1 

7 to  8 55.1  34.8  20.0  10.6 

9 to  11 53.4  26.0  20.5  10.6 

12  or  more 41.2  25.5  10.8  7.4 


• Source:  Project  Talent,  5-year  followup  surveys. 

Family  size  includes  parents,  so  the  number  of  children  would  run 
from  2 to  10  or  more,  or  from  1 to  11  or  more  in  the  case  of  one-parent 
families.  (The  latter  make  up  about  13  percent  of  all  families  in  the 
U.S.)  As  can  be  seen  from  the  table,  size  of  family  does  all’ect  col- 
lege entrance;  for  instance  in  the  hi^h  SES  families,  as  we  descend  the 
scale  from  small  to  very  large  families,  college  entrance  falls  off  from 
more  than  two-thirds  to  slightly  more  than  40  percent.  The  effect  of 
family  size  is  even  more  apparent  as  we  move  across  the  income  scale 
within  same  size  families,  but  here  ability  obviously  plays  a larger 
part  since  we  know  from  data  presented  earlier  that  ability  increases 
as  we  ascend  the  SES  scale.  From  this  table^  however,  it  is  apparent 
that  the  effect  of  SES  on  college  entrance  is  increased  by  size  of  fam- 
ily. An  immediate  influence  of  family  size  would  be  relatively  less 
income  available  for  educational  purposes  as  size  of  family  increases, 
and  a collateral  effect  of  a high  school  graduate  liaving  to  begin  work 
rather  than  college  in  order  to  help  support  his  family. 

When  high  school  seniors  are  asked  what  their  main  reasons  would 
be  for  not  attending  college  they  give  a wide  variety  of  answers.  A 
longitudinal  study  from  1959  to  1963  of  10,000  graduates  of  3Y  high 
schools  in  16  communities  located  in  9 States  provided  the  following 
reasons.^^ 

Table  5. — Seniors*  main  reasons  for  possibly  not  attending  college 
[111  percent] 


Main  reason 


Men  Women  Total 


Poor  high  school  grades,  ability. 

Not  enough  money 

Prefer  to  work 

Prefer  marrlase.... 

Not  Interested  enough 

Family  oDposition 

Health  of  self  or  family..  

Military  service 

Other 

No  answer 


21 

32 

14 

3 

18 

1 

1 

1 

3 

G 


10 

29 

19 

19 

14 

1 

1 

T 

5 


15 
30 
17 
11 

16 
1 
1 
1 
2 
6 


The  two  most  cited  reasons  (both  sexes  combined)  were  “not  enough 
money”  and  “prefer  to  work.”  Lack  of  interest,  poor  ability  or  low 
grades,'or  a preference  for  marriage  in  the  case  of  women,  were  close 


iiLeland  L.  Medaker  and  James  W.  Trent,  The  Inthience  of  Different  Types  of  PtibVc 
Higher  Institutions  on  College  Attemlanoc  from  Varying  Socioeconomic  and  Ability  Levels, 
Center  for  Research  & Development  in  Higher  Education.  University  of  California,  Berkeley, 
1065,  page  24. 
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behind,  but  lack  of  money  is  the  predominant  reason.  This  table  un- 
fortunately fails  to  control  for  SES  or  ability  which  would  make  it 
much  more  useful.  Another  examination  of  hign  school  seniors’  reasons 
for  not  planning  on  college,  however,  does  control  for  family  income. 

In  Fall  1965,  the  Current  Population  Sun^ey  of  the  U.S.  bureau  of 
the  Census  found  that  about  3 in  10  students  in  a national  sample  of 
high  school  seniors  (N=2,957)  did  not  plan  on  entering  college.  An 
additional  1 in  10  were  undecided;  These  two  groups  wei*e  then  asked 
to  pick  their  chief  reason  for  hot  plan nin^  on  college.  The  family 
income  is  only  stated  in  a crude  dichotomy  of  over  or  under  $5,000,  but 
a useful  pattern  still  results.^^ 

Table  Q,— Chief  reason  for  not  planning  on  college  and  family  income 
Iln  percent] 


Family  Income 

Cbiof  reason  /or  not  planning  on  college  Under  $5,000  $5,000  and  over 


Learning  a trade. 

Taking  a job 

No  desb*6 

Finances 

Marriage 

Scbolarship 


21 

32 

30 

21 

14 

20 

18 

10 

10 

10 

7 

7 

Total. 


,100  100 


Family  income  appears  imi*elated  to  scholarship  or  marriage,  but 
finances  and  taking  a job  are  more  important  for  the  lower  income 
students.  Lack  of  desire  for  college. is  greater  with  the  higher  income 
students  indicating  that  the  objective  factors  beconie  less  important 
and  personal  inclinations  more  so  as  income  increases.  The  author  of 
this  ..report  feels  that  taking  a job.  is  primarily,  but  not  entirely^  a 
matter  of  choice  rather  than  need.  About  20  percent  of  students  with 
family  incomes  between  $5,000  and  $7j499  specified  taking  a;  job^  but 
the  same  proportion  with  incomes  of  $7,500  and  over  also  so  specified. 
In  summary  of  this  data,  the  objective  deterrents  to  college  plans  are 
less  relevant  than  the  preference  for  alternate  options.  Jane’s  data, 
tlien,^  agrees  in  some  categories  with  Medsker’s  and  Trent’s  data  and 
conflicts  with  others.  But  the  latter  results  may  be  influenced  by  a bias 
deliberately  introduced  by  Medsker  and  Trent  into  their  stiuJy. 

Since  they  wished  to  evaluate  the  relationship  , between  the  avail- 
ability of  various  types  of  institutions  of  higher  education  and  the 
rate  of  college  attendance,  the  northeastern  and  southern  United  States 
were  excluded  from  their  survey.  It  was  feared  that  the  emphasis  on 
private  colleges  in  the  Northeast,  and  the  racial  and  socioeconomic 
problems  of  the  South,  would  distort  the  relationship  the  authors  were 
seeking  to  determine.  Jaffee’s  results  are  from  a national  probability 
sample. 

Additional  information  on  obstacles  to  college  attendance  has  been 
developed  by  the  SCOPE  project  (School  to  College:  Opportunities 
for  Postsecondary  Education).  This  project,  sponsored  by  the  Center 

^A,  J.  Jaffe.  “Reasons  For  Not  Planning  on  College,”  an  unpublished  progress  report 
to  the  U.S.  Office  of  Education,  Becember  1966,  for  a research  project  supported  by  the 
Office. 
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for  Research  and  Development  in  Higher  Education  at  the  University 
of  California -Berkeley  and  the  College  Entrance  Examination  Board, 
involves  nearly  90,000  high  school  freshmen  and  seniors  in  4 States: 
California,  Illinois,  Massachusetts,  and  North  Carolina. 

TABLE  7 . . 


Boys  Girls 

• Number  Percent  ; Number  Percent 


Greatest  obstacle  to  college  attendance:  * 

(а)  Too  expensive 

(б)  Grades  not  good  enough 

(c>  Parents  object  to  It 

Id)  Prefer  to  get  a job 

{e)  Prefer  to  get  married 

(/)  Do  plan  to  go  to  college  a 

((7)  Military  service 

(ft)  Lack  of  interest 

(0  Do  not  know 

(i)  No  response 


1,968 

11.7 

2,625 

14.7 

3,805 

22.7 

2,957 

17.2 

142 

.8 

117 

.7 

676 

3.4 

1,384 

8.0 

334 

2.0 

1,485 

8.6 

4,626 

27.0 

5,428 

31.6 

1,887 

11.3 

82 

.6 

1,245 

7.4 

1,262 

7.3 

1,458 

8.7 

1, 500 

8.7 

725 

4.3 

469 

2.7 

> SCOPE,  FouT-Stalt  ProfiU,  grade  12, 1966,  College  Entrance  Examination  Board,  Now  York,  December 

1966  D 33.  This  table  is  derived  from  the  high  school  seniors  only.  The  4 States  were  chosen  because  of  the 
different  ways  they  are  planning  for  education  beyond  high  school.  A possible  source  of  bias  may  exist 
In  this  data  duo  to  the  lack  of  participation  by  certain  metropolitan  school  districts  particularly  in 
Massachusetts.  , « ^ 

> Indicates  students  who  see  no  obstacles  at  all  to  college  entrance. 


Here  again,  finances  do  not  seem  to  be  tlie  major  deterrent,  ^jrades 
for  the  boys  being  a much  larger  hindrance.  But  much  of  this  evidence 
again  conflicts  with  the  results  presented  earlier.  (About  70  per- 
cent of  the  seniors  in  the  SCOPE  study  expect  to  go  to  college  some- 
time, and  about  60  percent  have  decided  on  a particular  college.)  The 
SCOPE  (iata  is,  however,  no-t  controlled  for  SES  or  ability. 

The  available  evidence,  then,  on  obstacles  to  college  entrance  is 
conflicting  and  not  easy  to  place  in  a pattern  or  trend.  Objective 
factors  such  as  lack  of  money  do  not  seem  to  be  of  overwhelmii^  im- 
portance, and  the  factors  of  inadequate  academic  backgrouncT  and 
lack  of  interest  combined  exceed  lack  of  finances  as  a reason  in  all 
three  studies.  Of  course,  offers  of  financial  aid  may  decrease  the  num- 
ber who  cite  lack  of  interest  as  a reason  for  not  planning  on  college. 
Motivation  to  enter  college  is  an  intan^ble  item  affected  by  a great 
many  factors  in  a high  school  student’s  life.  One  of  the  most  impor- 
tant of  those  factors  is  the  amount  of  encouragement  he  receives  from 
his  parents.  . 

The  education  of  the  parents,  one  of  the  determinants  of  SES,  is  a 
significant  influence  on  the  college  plans  and  college  attendance  of 
high  school  seniors.  A longitudinal  study  of  a large  (N=p,007),  ran- 
domly selected  cohort  of  seniors  from  all  Wisconsin  high  schools 
who  were  followed  from  :1957  to  1964  revealed  the  effect  of  parents’  edu- 
cation on  their  children.,  The,  higher  the  level  of  parents’  ediicaition 
the  more  the  children  were  encouraged  to  plan  on  college,  attend 
college,  and  graduate..  This  is  hardly  surprising,  but  it  is^  interesting 
that  tms  relationship  was  true  with  or  without  controlling  for  the 
senior’s  intelligence.^®  . i : 

« william  H,  Sewell  and  Vlmal  P.  Shah,  “PatentsV  Education  and  Children's  Educo* 
tlonnl . Aspirations  and  Achievements”,  American  Sociological  Revieio,  April  1908,  pp. 
191-209. 
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Another  study  using  a national  probability  sample  of  high  school 
seniors  and  their  mothers,  gathered  through  the  October  1965  Current 
Population  Survey  (N=2,957  seniors),  found,  however,  that  the 
mothers’  wishes  were  even  more  strongly  related  to  planning  on  col- 
lege by  the  seniors  than  was  the  actual  educational  attainment  of  the 
mother.^^ 

An  earlier  report  on  the  Wisconsin  study  of  high  school  seniors, 
completed  before  the  follow-up  study  described  above,  showed  for  this 
sample  (N==  10,318),  of  about  one- third  of  all  Wisconsin  high  school 
seniors,  that  parental  encouragement  to  attend  college  is  a powerful 
intervening  variable  between  social  cla^  background  and  intelligence 
of  the  child  and  his  educational  aspirations.^® 

Trent  andMedsker,  in  their  longitudinal  study  of  10,000  high  school 
graduates,  selected  all  the  high  school  graduates  who  placed  in  the  up- 
per 30  percent  of  the  sample’s  distribution  of  ability  scores;  then  by 
controlling  for  SES  as  well  as  ability,  they  were  able  to  show  the  rela- 
tionship between  parental  encouragement,  SES,  and  ability  for  those 
who  did  not  enter  college,  those  who  did,  and  who  either  persisted 
in  college  or  withdrew.^® 

Table  8. — Parental  encouragement  as  reported  by  subjects  of  high  academic  aptitudef 
by  socioeconomic  status  in  percentages 


Per-  With-  Non- 


sisters druw&ls  attenders  Chi 

SES  and  encouragement  (Number)  (percent)  (percent)  (percent)  square 


High: 

Strong  encouragement (295)  80  16  4 ‘ 67. 70 

Other (73)  41  26  33  

Middle: 

Strong (606)  61  27  12  ^ 247. 70 

Other. (436)  23  20  67  

Low: 

Strong (101)  50  28  22  ^ 67. 66 

Other (132)  8 21  71  


» p<.01. 

Considering  that  ability  is  held  constant  in  this  table,  and  SES 
controlled,  the  influence  of  parental  encouragement  is  apparent : the 
higher  the  SES  the  greater  the  encouragement  by  parents  to  attend 
college,  whereas  the  nonattenders  show  either  lack  of  encouragement 
for  college  by  parents  or  encouragement  to  do  something  else,  and  this 
tendency  increases  as  SES  decreases. 

The  SCOPE  survey  reported  high  school  seniors’  perceived  parental 
encouragement  to  attend  college : 


i*A.  J.  Jaffe  and'  Walter  Adams,  “Predictors  of  College  Plans  of  High,  School  Seniors. 
Pall  1965,'*  December  1906,  an  unpublished  progress  report  to  the  U.S.  Office  of  education. 

“WUlam  H.  Sewell  and  Vlmal  P.  Shah,  “Social  Class,  Parental  Encouragement,  and 
Educational  Aspirations,*’  The  Amcriem  Journal  of  Sociology,  March  1968,  pp.  559-572. 

James  W.  Trent  and  Leland  L.  Medsker,  Beyond  High  School,  Center  for  Research 
and  Development  In  Higher  Education,  University  of  California,  Berkeley,  1967,  pp, 
290-300. 

See  footnote  1 of  table  7. 
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TABLE  !) 


Boys  Girls 

Numljcr  Percent  Number  Percent 


Mother’s  wisli  re  student’s  college  education: 

A.  Definitely  desires  it 

B.  Encourages  without  insisting 

C.  Desires  it,  but  lacks  funds 

D.  Indifleront 

E.  Opposes,  but  does  not  forbid 

F.  Will  not  permit 

G.  Do  not  know 

H.  No  response 

Father’s  wish  ro  student’s  college  education; 

A.  Definitely  desires  it 

B.  Encourages  without  insisting 

C.  Desires  it,  but  lacks  funds 

D.  Indifleront. 

E.  Opposes,  but  does  not  forbid 

F.  Will  not  permit 

G.  Do  not  know 

H.  No  response 


8,247 

40.2 

6.  308 

37.2 

4, 248 

25.3 

5, 148 

31.7 

484 

2.0 

769 

4.5 

2, 322 

13.8 

3, 283 

19.1 

142 

.8 

240 

1.4 

40 

.3 

50 

.3 

545 

3.3 

53.5 

3.1 

734 

4.4 

454 

2.0 

7,022 

47.3 

6,  340 

36.9 

3,  710 

oo  2 

4, 403 

25.0 

433 

2[ii 

612 

3.6 

2,472 

14.7 

3,337 

19.4 

147 

.0 

267 

1.6 

62 

.3 

58 

.3 

1,231 

7.3 

1,045 

9.0 

7S9 

4.7 

522 

3.0 

The  data  is  not  controlled  for  ability  or  SES,  but  it  is  apparent  that 
boys  receive  significantly  more  encouragement  for  college  than  do  the 
girls.  Similarly,  the  data  reported  by  Jatfe  and  Adams  from  the  Cur- 
rent Population  Survey  also  showed  less  parental  encouragement  for 
daughters  to  attend  college  than  sons : the  girls  planned  oh  college  less 
than  the  boys  and  received  less  encouragement  to  attend  college.  This 
difference  steadily  decreases  as  the  mother’s  own  educational  attain- 
ment increases  until  there  is  hardly  any  difference  at  all  if  the  mother 
attended  college.  But  there  is  increasing  reluctance  for  mothers,  as  edu- 
cational attainment  is  reduced,  to  favor  college  for  their  daughters. 
The  trend  is  true  for  the  boys,  also,  l)ut  much  l:;Ss  pronounced.  As 
JafFe  and  Adams  point  out,  however,  this  trend  is  not  true  for  non- 
white mothers,  so  that  for  all  sex-color  groups  white  girls  and  their 
mothers  show  the  least  interest  in  college.^^ 

Obviously,  as  Sewell  and  Shah  put  it,  perceived  parental  encourage- 
ment to  plan  on  and  enter  college  is  a “powerful  intervening  variable’’ 
between  SES  and  intelligence  of  the  child  and  his  aspirations  for  edu- 
cation, but  “at  the  same  time  there  is  still  a good  deal  of  variance  in 
college  plans  of  the  socioeconomic  classes  that  is  not  exj^lained  ...  by 
parental  encouragement  and  (children’s)  intelligence,”  “This  leads  to 
the  question  of  what  other  factors  may  help  to  explain  social  class 
differences.” 

McDill  and  Coleman  analyzed  peer  influence  on  college  plans  in  six 
high  schools  in  Illinois  as  well  as  the  relative  effects  of  family  back- 
ground and  peer  influence  at  the  freshmen  and  senior  years  of  high 
school.  They  found  that  in  the  freshman  year  both  family  background 
and  liigli  school  social  status  were  significantly  related  to  college  plans 
but  that  family  influence  was  much  the  greater.  But  bj^  the  senior  year 


Jnffe  and  Adams,  ‘“Predictors  of  College  Plans.” 

Sewell  and  Shall,  “Social  Class  . . . and  Educational  Aspirations”. 


high  school  social  status  became  a more  important  source  of  variation 
in  plans  for  college  than  the  parents’  educational  attainments.  This 
held  true  irrespecuve  of  family  background.  Also  this  effect  was  more 
true  of  boys  than  girls:  the  school  social  system  had  more  influence  on 
the  college  plans  of  boys  than  of  the  giTls.“°  Peer  influence,  then,  means 
that  the  high  school  social  status  system  is  less  able  to  remove  the 
mother’s  restraint  on  plans  for  college  by  their  daughters,  as  noted 
above.^^ 

Wliat,  then,  can  we  finally  say  about  the  reasons  for  entrance  to  col- 
lege or  failure  to  enter?  Obviously,  parental  encouragement  is  of  great 
importance,  one  that  can  reduce  the  influence  of  socioeconomic  status. 
But  parental  influence  upon  college  plans  of  high  school  students  is 
also  influenced  by  SES — the  higher  status  families  tend  to  show  more 
encouragement  to  their  children. 

As  the  authors  of  Beyond,  High  School  summed  up  their  observa- 
tions on  patterns  of  college  attendance:  “In  the  final  analysis  it  was 
not  lack  of  finances  that  appeared  to  be  primarily  related  to  failure 
to  attend  college,  but  lack  of  interest  . . . the  factor  most  related  to 
entrance  and  persistence  in  college  is  motivation.  Apart  from  ability, 
the  values  of  the  youths  and  their  parents  seemed  to  figure  more  than 
finances  in  the  relationship  between  socioeconomic  status  and  college 
attendance.  These  values  appeared  to  be  major  contributors  to  motiva- 
tional difl’erences.  Tlie  signs  are  that  this  motivation  is  formed  early 
in  life,  prolrably  largely  in  response  to  parental  influences  and  early 
school  experiences.”  -- 


V.  WHEEE  DO  THEY  GO  TO  COLLEGE? 


The  new  college  student  enters  one  of  two  broad  types  of  college: 
two-year  or  four-year.  The  proportion  of  freshmen  entering  two-year 
colleges  is  growing  steadily,  from  about  23  percent  in  1960  to  28  per- 
cent in  1966.  Most  of  this  is  enrollment  in  public  two-year  colleges, 
since  private  two-3'ear  college  enrollment  made  up. only  about  13 
percent  of  total  junior  college  enrollment  in  1965-66,  down  from  15 
percent  in  1960. 

An  examination  of  entrants  to  four-year  and  two-year  colleges  re- 
veals some  significant  differences  in  ability  and  socioeconomic  status 
of  the  students  who  attend  these  colleges. 


^“Eilwnrd  L McDill  nml  .Tnmes  Coleman,  “Family  and  Peer  Influences  in  College  Plans  of 
High  School  Students”.  Sociolouv  LVwCo/ioiij.WInter.aOGS,  pp.  112-12G. 

=iTlie  conclusions  of  McDill  nnd  Colemnn  that  peer  values  exert  more  Influence  on  educa- 
tional plana  than  parents  do  has  been  challenged.  Kandel  and  Lesser  in  n recent  article 
found  that  peer  influence  Is  Important,  but  high  school  students,  their  peers,  and  parents 
tend  to  be  in  considerable  agreement  over  educational  plans  with  the  pmrents  values 
exerting  grenter  influence  on  educational  goals  than  peer  valup.  See  Denise  B.  Ka^ 

Gerald  S.  Lesser,  “Parental  nnd  Peer,  Influences  on  Educational  Plans  of  Adolescents, 
Amcricon  jSiOCiolopical  J^cuictOj  April  1909.  PP*  213-223.  ir 

23  Trent  nml  Medsker,  pp.  31G-318.  Note  thnt  the  authors  said  "npart  from  ability. 
Sewell  and  Shah  found  thnt  the  child’s  intelligence  had  a strong  effect  on  college  attendance 
which  was  Independent  of  the  parent’s  education.  “Parents  Education  nnd  Children  s 
Educational  Aspirations  nnd  Achievements.” 
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Table  10. — Distribution  {percent)  of  freshmen  entering  J^-gcar  public  ami  private 
colleges^  in  the  year  of  high  school  graduation,  full-time  and  degree  credit,  by 
SES  and  ability 


Socioeconomic  status 


Ability 

1 (high) 

2 

S 

4 (low) 

Total 

1 (high) 

20.5 

12.2 

8.0 

2.4 

43.1 

10. 3 

8.0 

5.9 

2.5 

26.7 

5.7 

4.8 

3.5 

2.0 

16.0 

4 

2.0 

2.5 

2.3 

1,6 

8.4 

6 (low) 

1.0 

1.1 

1.7 

2.0 

5.8 

Total 

39.5 

28.6 

21.4 

10.5  .... 

Source:  Project  Talent,  5-year  followup  surveys. 

Table  11. — Distribution  {percenC)  of  freshmen  entering  all  2-year  collegeSj  in  year 
of  high  school  graduation,  full-time  and  degree  credit,  by  SES  and  ability 


Socioeconomic  status 

Ability  (high)  1 2 3 (low)  4 Total 


3.9  6.3  4.7  3.4  18.3 

9.2  8.2  7.5  4.1  29.0 

9.7  4.8  7.2  4.1  25.8 

3.0  4.2  5.9  2.4  16.4 

1.9  1.7  4.1  2.6  10,3 

28.0  25.2  29.4  16.6  


Source:  Project  Talent,  6-yoar  follo\rup  surveys. 

Compared  to  the  four-year  colleges,  the  junior  colleges  take  more  of 
their  students  from  the  low  half  ox  the  SES : 46  percent  for  the  2-year 
colleges  and  32  percent  for  the  4-year  colleges.  In  ability,  the  4-year 
colleges  get  70  percent  of  their  students  from  the  top  40  percent  of  high 
school  graduates,  but  the  2-year  colleges  find  47  percent  of  their  stu- 
dents in  that  top  40  percent  of  students.  While  tlie  4-year  colleges 
re<^ive  only  30  percent  of  their  new  students  from  the  third  to  last 
quintile  of  ability,  tlie  2-year  colleges  find  about  63  percent  of  their 
students  in  those  groups. 

A 2-year  college  ought  to  be  particularly  concerned  to  attract  stu- 
dents of  low  SES.  and  low  ability — since  that  is  the  reason  for  the 
‘‘open  door”  policy  of  most  of  these  colleges.  Wliile  the  junior  colleges 
do  enroll  more  of  these  students  than  the  4-year  colleges,  the  dif- 
ferences are  not  as  great  as  is  often  believed.  Th&  sharpest  difference 
between  the  two  types  of  colleges  is  in  the  high  ability  quintile,  witli 
the  4-year  collies  deriving  43  percent  of  their  students  from  this 
group  and  the  junior  colleges  only  about  18  percent.  But  the  junior 
colleges  do  not  make  up  for  this  with  a large  proportion  of  their 
students  entering  from  the  lowest  ability  quintile,  rather  these  col- 
leges take  most  of  their  students— 73  percent— from  the  top  60  per- 
cent of  the  students,  with  the  res<>— about  27  percen<>— coming  from 
the  bottom  40  percent  of  ability.  The  corresponding  figures  for  the 
4-year  colleges  are  86  percent  and  14  percent. 

A recent  study  of  junior  college  students,  using  Project  Talent  1- 
year  follow-up  survey  data,  compared  these  students  with  those  in 


1 (high).... 

4 

6 (low) 

Total. 


162 
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the  sample  who  attended  4-year  colleges  or  who  did  not  enter  college 
at  all.  Tliis  study  found  that  there  “is  a tendency  for  junior  college 
students  to  be  more  like  non-college  students  in  terms  of  ability,  and 
slightly  more  like  college  students  in  terms  of  socioeconomic  factoi'S,” 
This  conclusion  is  supported  by  the  data  presented  here  based  on  the 
Project  Talent  5-year  follow-up  surveys.  Other  studies  of  junior  col- 
lege students  also  confirm  this  general  trend. 

Jaffe  and  Adams,  using  19G0  Census  data,  compared  2 and  4-year 
college  students  in  I.Q.  and  parental  occupations. 

Among  U.S.  high  school  graduates  who  entered  college  in  fall  1960, 
there  was  considerable  difference  in  I.Q.  test  scores:  (percent) 

Four-year  colleges : 

Top  half _ _ QQ 

Bottom  half II-I".  _ Z_I 

T>vo-year  colleges : 

Top  half (32 

Bottom  half Z__ZZ-ZZZ~Z_Z  Z_  I ~ 38 

But  there  were  less  sharp  differences  in  occupation  of  the  heads  of 
households  from  which  the  students  came : ( percent) 

Four-year  colleges : 

White  collar  workers 59 

Blue  collar  workers,  including  unemployed " 

Agriculture  Z-Z—  " Z 7 

Two-year  colleges: 

White  collar  workers ! ! ^ ; 47 

Blue  collar  workers,  including  unemploy ed_». _Z ZZ  Z”Z-Z  51 

Agriculture  ZZZZ^Z_ZZ  Z_  Z”  2 

A rough  income  dichotomy  shows  little  income  variation:  (percent, 
and  I960  incomes)  > 

Four-year  colleges ; 

Under  ♦$6,000  per  year 3g 

$6,000  and  over  per  year ZZZZ  _Z"Z__Z”_ZZ Z 04 

Two-year  colleges : 

Under  $6,000  per  year 49. 

$0,000  and  over  per  year Z Z ZZ_ZZZ Z ZZ^Z  60 

On  the  LQ.  tests,  the  junior  college  students  resembled  the  non- 
college  students,  02  percent  and  53  percent  respectively  in  the  top  half, 
more  than  the  four-year  college  students  with  89  percent  in  the  top 
half.  In  high  school  class  standing,  the  junior  college  students  and 
those  students  not  planning  on  college  were  even  closer:  43  percent 
of  the  former  were  in  the  top  half  of  the  distribution,  and  41  percent 
of  the  non-attendeis,  but  78  percent  of  the  four-year  college  students 
were  in  the  top  half. 

The  authors  of  this  study  conclude  from  their  data  that  two-year 
and  four-year  colleges  are  only  partly  in  competition  for  the  same 
students.  A somewhat  different  type  of  student  is  attracted  to  the 
two-year  college,  and  who  might  not  otherwise  have  attended  a four- 
year  collcge.2^ 

We  can  also  conclude  from  their  data  a reinforcement  of  the  earlier 
observation  that  junior  college  students  resemble  non-college  high 
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school  graduates  in  ability,  but  tend  to  resemble  4-year  college  stu- 
dents in  SES. 

The  private  and  public  four-year  colleges  are  quite  similar  iu  the 
ability  and  socioeconomic  status  of  their  students.  With  the  exception 
of  the  high  ability-high  SES  group,  the  four-year  colleges,  public  or 
private,  show  little  difference  in  the  abilities  and  SES  of  the  students 
they  enroll. 

Table  12. — Distribution  (percent)  of  freshmen  entering  4ryear  private  institutions 
of  higher  education  in  the  year  of  high  school  graduationf  full-time  and  degree 
credit  onlpf  by  ability  and  SES 


Ability 


2 

3 

4 


(high).... 


6 (low) 


Total. 


Socloacononilc  status 


1 (UIgli) 

2 

3 

4 (low) 

Total 

27.2 

11..*} 

7.3 

2.1 

48.1 

10.3 

6.7 

5.4 

2.1 

24.5 

AS 

4.2 

2.8 

1.5 

14.0 

2.4 

2.6 

1.4 

1.1 

7. 5 

.7 

1.6 

.6 

1.7 

4.0 

46.1 

26.6 

17.8 

8.5  .... 

Sourcft:  Project  Talent,  6-yoar  followup  surveys. 


Table  iZ.— Distribution  (percent)  of  freshmen  enteriny  Jf-year  public  husUtutUms 
of  higher  education,  in  year  of  high  school  graduation,  full-time  and  degree 
credit  only,  by  SES  and  ability 


AbUIty 


1 (higii)—. 

2  

3  

4  

6 (low) 

Total 


Socioeconomic  status 


1 (high) 

2 

3 

4 (low) 

Total 

16.0 

12.6 

8.4 

2.5 

39.5 

10.3 

8.8 

6.2 

2.7 

28.0 

5.8 

5.2 

3.8 

2.2 

17.0 

1.7 

2.3 

2.7 

1.8 

8. 5 

.6 

2.2 

Z1 

6.0 

34.9 

29.6 

23.3 

11.3  — - 

Source  : Project  Talent,  5-yen r fellowsliip  surveys. 


Unfortunately,  these  tables  do  not  permit  a finer  brettkdown  into 
the  top  10  or  5 percent  of  students  in  ability  or  SES.  It  would  be 
interesting  to  see  the  distribution  of  our  very  best  students  in  both 
SES  and  ability  combinations.  A plausible  hypothesis  would  be  that 
as  the  high  ability  and  high  SES  combination  is  narrowed,  the  private 
colleges  would  take  a larger  and  larger  share  of  these  students.  Also, 
these  tables  do  not  allow  a breakdown  of  students^  by  ability  and  SES, 
into  type  as  well  as  control  of  institution — by  private  and  public  uni- 
versity or  college,  church-related  or  secular. 

Tallies  10-13,  then,  reveal  that  entrance  to  four-year  or  two-year 
colleges,  still  rests  heavily  on  the  top  three  quintiles  of  ability — 86  per- 
cent for  the  four-year  C()lleges  and  73  ]:)ercent  for  the  two-year — and 
while  the  junior  colleges  have  increased  the  propoition  coming  from 
the  bottom  half  of  the  ability  scale,  they  have  not  increased  it  very 
much. 

Tlie  two-year  colleges  will  probably,  and  gradually,  increase  propor- 
tional attendance  in  college  by  high  school  graduates  as  these  colleges 
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increase  in  number,  especially  in  the  large  cities.  But  once  the  high 
school  gi’aduates  enter  college — ^no  matter  where — do  they  stay  the 
course?  Wiat  effect  does  SES  and  ability  have  on  completion  of 
college? 


VI.  COMPLETION  OF  COLLEGE 

In  the  cohort  of  high  school  students  followed  up  by  Project  Talent 
five  years  after  high  school,  58.5  percent  of  those  who  entered  college 
full-time  in  the  year  of  high  school  graduation  had  received  a bac- 
calaureate degree  4 years  later.  In  this  college  group,  therefore,  41.5 
percent  had  either  left  college  or  were  still  in  college  without  a degree 
at  the  endof  four  years.  About  850,00"'  entered  (full-time)  and  about 
500,000  received  a degree  after  four  years.  Table  14  presents  the 
probabilities  for  receipt  of  a bachelor’s  degree  within  four  years  of 
high  school  (percentages  within  the  cells)  and  the  actual  distribution 
of  those  who  received  degrees. 

Table  14. — Probability  of  freshmen  entering  college  (full  time)  in  year  of  high 
school  graduation  to  receive  a baccalaureate  degree  after  4 yearSf  by  ability  and  SES 


Socioeconomic  status 


Ability  1 (high)  2 3 4 (low)  Total 


l(high) 78.1  63.0  66.4  65.9  49.5 

2  59,1  55.9  66.8  65.3  26.9 

3  47.7  51.6  47.0  54.1  14.4 

4 . . 43. 9 35. 3 37. 0 38. 3 6.0 

5 (low) 30.4  44.8  23.4  28.7  3.2 


Average  (actual) 42, 8 27. 2 20. 0 . 10. 0 


Source:  Project  Talent,  6-yoar  followup  surveys. 

It  is  apparent  from  Table  14  that  although  SES  strongly  conditions 
entrance  to  college,  its  role  is  diminished  in  determining  completion 
of  college.  Within  ability  groups,  the  probabilities  for  receipt  of  a de- 
gi‘ce  arc  much  closer  together  than  they  are  for  entrance  to  college  (see 
Table  2).  Of  those  who  received  degrees,  70  percent  came  from  the 
top  lialf  of  the  SES  scale,  but  76.4  percent  came  from  the  top  40  per- 
cent of  the  ability  scale,  with  about  half  of  the  degree  recipients  in  the 
top  qninti  le  alone. 

Family  size  similarly  exhibits  less  eft'ect  on  degree  attainment,  by 
SES  ana  size  of  family,  than  it  did  on  entrance  to  college.  The  prob- 
abilities show  a much  more  gradual  decline,  as  family  size  increases 
or  income  decreases,  compare^d  to  the  sharp  downturn  in  probabilities 
sliowm  in  the  family  size  table  for  college  entrancc.^^  (See  table  4.) 

The  authors  of  Beyond  High  School  also  found  that  “ability  and 
socioeconomic  status  were  more  related  to  entrance  into  college  . . . 
than  to  persistence  in  college.”  But  this  should  not  be  taken  to  mean 


» Project  Talent.  5*ycnr  follow-iip  surveys. 

James  W.  )Trent  and  Leland  L.  Medsker,  Beyond  High  School,  University  of  California, 
Berkeley,  1007.  This  is  a longitudinal  stud.y  of  10,000  high  school  graduates  followed  from 
1930  ito  1003.  iTlie  sample  was  drawn  from  16  eommunitles  of  varying  sizes  and  kinds  across 
the  U.S.  rriie  study  was  supported  by  a contract  with  the  U.S.  Ofllce  of  Bducntlon  and  was 
done  under  the  auspices  of  the  Center  for  Research  and.  Development  in  Higher  Education. 
This  is  the  second  of  three  studies  l)ased  on  the  same  sample;  the  first  was  refevved  to 
earlier,  and  the  third  will  appear  in  1000. 
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that  socioeconomic  status  no  longer  is  an  important  influence  on  grad- 
uation from  college.  The  longitudinal  study  of  Wisconsin  high  school 
graduates  shows  that  “socioeconomic  status  never  ceases  to  b^e  an  im- 
portant factor  in  determining  who  shall  be  eliminated  from  the  contest 
for  liiglier  education  . . Sewell  and  Shah  point  out  that  when  only 
those  who  entered  college  are  considered,  in  tlieir  study,  “intelligence 
is  more  important  than  socioeconomic  status  in  determining  who  will 
eventually  graduate.”  “Prior  socioeconomic  selection  has  already  ex- 
erted much  of  its  influence  on  who  attends  college.  However,  even 
among  this  group  socioeconomic  status  continues  to  exert  an  influence 
that  is  independent  of  intelligence  in  determining  college  graduation 
for  both  sexes.”  Analysis  of  the  Wisconsin  cohort  shows  that  socio- 
economic status  tends  to  exert  more  influence  on  females’  plans  for 
^llege,  entrance  to  collie,  and  g>raduation,  than  males,  who  are  more 
influenced  by  intelligence,  but  both  factors  continue  to  affect  both  sexes 
throughout  the  educational  process. 

Although  only^  58.5  percent  of  the  college  students  in  the  cohoi^t 
surveyed  by  Project  Talent  graduated  from  college  four  yeai*s  after 
high  school,  that  percentage  is,  perhaps,  higher  than  the  national 
average.  Summersldll,  in  an  e^densive  review  of  studies  on  college 
dropouts,  reports  that  in  the  aggregate  about  half  of  all  college  stu- 
dents drop  out  in  the  four  years  after  matriculation,  and  that  about 
40  percent  graduate  on  scheclule,  and  another  20  percent  will  addition- 
ally graduate  from  some  college  some  day.^®  He  also  states  that  the 

. . attrition  rate  has  not  changed  appreciably  in  the  past  forty 
years.”  This  unchanging  attrition  rate  parallels  the  conclusion  of  Jaffe 
and  Adams  (see  above)  that  the  entrance  rate  to  college  in  the  U.S.  has 
not  changed  significantly  since  1880.  It  appears  that  the  increase  in  col- 
lege graduates  is  also  primarily  a function  of  population  growth,  as  is 
the  rate  of  col  lege  entrance, 

Ecldand,  however,  has  shown  that  of  an  age  cohort  of  1,332  males 
who  entered  the  University  of  Illinois  in  1952  as  full-time  students,  of 
eveiy  ten  of  them,  four  graduated  in  continuous  progression,  one  gi*ad- 
uated  elsewhere  in  continuous  profession,  and  five  dropped  out.  Three 
of  the  five  dropouts  later  returned  to  college,  with  one  graduating  at 
Illinois,  one  graduating  elsewhere,  and  the  third  failing  for  a second 
time,  .Overall  then,  seventy  percent  graduated  somewhere  and  thirty 
percent  did  not.  Ecldand  followed  his  sample  for  ten  years.^*’  Similar 
findings  are  reported,  for  the  entering  class  of  1955,  at  Pemisylvania 
State  University,  and  for  the  entering  class  of  1961  at  the  University 
of  California,  Berkeley But  as  Trent  and  Medsker  point  out,  these 
studies  were  all  of  students  at  large  and  relatively  select  universities. 


Wllllnm  H.  Sewell  and  Vlmal  P.  Shah,  “Socioeconomic  Status,  Intelligence,  and  the 
Attainment  of  Higher  Education,*’  Sociology  of  Education,  Winter,  1967  pp.  1-23. 

^ John  Summersklll,  “Dropouts  from  College,”  la  Nevltt  Sanford,  editor,  the  American 
College,  New  York,  1962,  pn.  627—657.  “Dropout”  here  means  leaving  college  for  any  reason. 
The  somewhat  higher  completion  rate  for  Project  ffalent  Is  probably^  due  to  Its  being  limited 
to  full-time  students  only.  See  Table  14. 

Bruce  K.  Eckland,  “CoUege  Dropouts  Who  Came  Back,”  Harvard  Educational  Review, 
Summer,  1964.  pp.  402-420. 

*^See  the  discussion  In  Trent  and  Medsker,  Beyond  High  School,  pp.  95-96. 


166 


163 


and  if  students  at  the  public  four-year^  and  two-year  colleges  were  in- 
cluded, the  dropout  and  return  proportions  would  have  been  much  dif- 
ferent. This  appears  to  be  true  in  Trent’s  and  Medsker’s  own  study 
where  only  28  percent  of  their  sample  had  received  a degree^  in  four 
years,  but  an  additional  24  percent  were  still  in  college  without  a 
degree.  Foity-eight  percent  of  the  sample  were  no  longer  in  college.^^ 
Trent’s  and  Medslver’s  data,  unlike  most  other  surveys  of  college  drop- 
outs, allow  an  examination  of  colle^  persistence  by  type  of  institution, 
ability,  and  socioeconomic  status.  The  Project  Talent  data  presented 
earlier  does  not  allow  an  examination  of  dropouts  by  type  of  institu- 
tion, nor  does  it  permit  discrimination  between  actual  dropouts  and 
those  still  in  college  without  a degree  at  the  end  of  four  years. 

Below  is  a table  from  Beyorid  High  School  showing  the  distribu- 
tion of  students  after  four  years. 

Table  15, — Educational  status  in  June  1963^  of  students  who  entered  different  types 
of  colleges  full  timet  September  1969 


Type  of  college  entered  In  1069 

Number 

Bachelor 
of  arts 
degree 
secured 
(percent) 

In  coDege 
without 
degree 
(percent) 

No  longer 
in  college 
(percent) 

2.yeor  coUoge: 

Public 

1, 104 

11 

22 

67 

Extension  center 

241 

17 

29 

54 

Private 

68 

21 

12 

67 

4-year  college: 

Public — 

1,000 

27 

23 

60 

Church  related 

446 

48 

20 

32 

Private,  nonsectarian 

167 

44 

22 

34 

University: 

Public 

694 

36 

30 

34 

Church  related 

103 

68 

24 

18 

Private,  nonsectarlan 

100 

62 

25 

32 

About  half  of  the  college  entrants  in  this  sample  withdrew  from 
college  within  four  years,  ttius  paralleling  the  results  of  other  dropout 
studies,  and  conforming  to  the  pattern  that  appears  to  have  existed 
for  thirty  or  forty  years  at  least.^^  The  private  college  students  con- 
sistently show  greater  persistence  in  college  than  do  those  in  public 
institutions,  and  imiversities  exhibit  more  student  persistence  than 
four-year  colleges,  which  show  more  persistence  than  students  who 
began  in  two-year  colleges.  Since  private  colleges  usually  enroll  more 
select  students  than  public  colleges  it  is  not  surprising  that  their 
students  show  more  persistence. 

The  table  below  shows  ability  levels  of  college  persisters  and  with- 
drawals from  the  Beyond  High  School  sample. 

31  Alexander  Aatin  and  Robert  Panos  (“Attrition  Amonp  College  Students.”  Amcrionn 
Educational  Research  Journal.  January  1968,  pp.  57-72),  using  a sample  of  SO.OOO  students 
at  246  institutions,  found  that  65  percent  of  the  sample  had  completed  fear  years  of  college 
with  or  without  a degree  four  years  after  entering  In  1961. 

3aporty-nine  percent  of  the  withdrawals  left  college  before  the  second  year,  30  percent 
before  the  third  year,  17  percent  before  the  fourth  year,  and  4 percent  during  the  fourth 
year.  Eckland,  “College  Dropouts  \S‘ho  Came  Back,”  shows  that  the  longer  a students  Is  In 
college  before  withdrawing,  the  more  likely  he  Is  to  return. 
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Table  16. — Ability  levels  of  college  per  sisters  and  withdrawals,  in  percentages 


Men 

Women 

Ability  level 

Per- 

With- 

Per- 

With- 

sisters 793  draWuls  386 

sisiers  620 

drawals  604 

High 

44 

60 

46 

Middle 

4U 

34 

39 

Low 

16 

6 

IS 

Chi  square 

(1  36,07) 

‘p<.Ol. 


The  relationship  between  ability  and  persistence  in  college  is  evident 
in  this  table,  but  lack  of  ability  cannot  account  for  many  of  the  with- 
drawals from  college.  Here  the  high  and  lo\y  groups  represent  students 
who  scored  in  the  top  or  bottom  30  percent  of  ability  as  determined  by 
the  distribution  of  scores,  when  seniors  in  high  school,  on  the  School 
To  College  Aptitude  Test  (SCAT).  Although  the  largest  proportion 
of  withdi’awals  was  from  the'  top  ability  group,  this  was  the  only 
group  where  there  were  more  persisters  than  dropouts.  More  impor- 
tantly, since  the  study  sample  was  followed  only  four  years  beyond 
high  school  we,  cannot  tell  liow  many  of  the  withdrawals  will  return 
to  college  and  receive  a degree — and  other  evidence  indicates  that  it 
is  the  higher  ability  students  who  are  both  more  likely  to  return  and 
to  go  on  to  a degree. 

Although  many  dropouts  came  from  the  high  ability  group,  this  is 
partly  because  this  group  makes  up  such  a large  amount  of  the  stu- 
dents. Ability  does,  of  course,  affect  persistence  in  college.  Eckland 
found  in  his  study  of  dropouts  at  the  University  of  Illinois  that  90 
percent  of  the  Illinois  entrants  who  ranked  below  the  20tli  percentile 
m their  hig^h  .school  class  became  dropouts,  and  only  one  in  three  of 
these  u*ould  ever  return  and  attain  a degree.  Tliose  entrants  who 
ranked  above  the  79th  percentile  had  onl}^  30  percent  dropping  out 
and  almost  90  percent  would  eventually  graduate.^^ 

The  Beyond  High  School  sample  showed  that  socioeconomic  status 
i.s  still  related  to  college  persistence  or  withdrawal,  but  not  as  much 
as  ability,  particularly  for  the  men.  This  confirms  the  conclusions 
reached  by  Sewell  and  Shah  about  the  effects  of  ability  and  SES 
already  iiotecl. 

As  can  be  seen  in  the  data  presented  earlier,  two-year  college  stu- 
dents were  by  far  the  least  successful  in  attaining  a bachelors  degree 
in  four  years.  This  is  paitly  due  to  the  transfer  phenomenon.  Trent 
and  Medsker  note  that  thansfer  students  were  largely  responsible  for 
the  large  numbey  of  students  who  persisted  in  college  four  years  but 
luid  not  yet  received  a degree.  But  they  also  point  out  that  transfers 
from  four-year  colleges  differed  somewhat  from  transfers  from  two- 
year  colleges,  and  that  two-year  college  transfers  had  a statistically 
higher  rate  of  attrition  even  after  having  attended  college  for  at  least 
two  and  a half  years.  (They  did  not  control  for  ability  hei*e.) 

The  largest  reason  for  the  lack  of  success  by  two-year  college  stu- 


“ Eckland,  "College  Dropouts  Who  Came  Back,"  p.  414. 
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dents  is  while  they  are  still  in  junior  college.  The  attrition  mte  at 
public  two-year  colleges  is  enormous^  California  has  the  most  highly 
developed  system  of  two-year  community  colleges,  yet  in  fall, 
freshmen  comprised  75  percent  of  full-time  enrollment  in  day  graded 
classes  (imgraded  classes  are  for  adults)  and  sophomores  25  percent. 
Of  the  part-time  students  77  percent  were  freslimen  and  23  percent 
sophomores.  In  spring,  1967,  freshmen  comprised  66  percent  of  the 
full-time  enrollment  and  sophomoi*es  33  percent.  The  part-time  enroll- 
ment was  75  percent  freslimen  and  twenty-five  percent  sophomores. 
The  increase  in  full-time  sophomores  in  the  spring,  1967  semester  is 
not  due  to  improved  retention,  but  due  to  the  large  numbers  of  fresh- 
men who  do  not  return  to  the  second  semester  thereby  increasing  the 
proportion  of  sophomores.  Thus  about  two  out  of  three  freshmen 
who  enter  two-year  colleges  in  California  do  not  return  for  the 
second  year.^®  Some  of  these  students  transfer  to  a four-year  institu- 
tion directly  from  the  first  j^ear.  Also  there  is  a reverse  phenomenon: 
some  students  enter  two-year  colleges  after  initial^  entering  a four- 
year  college.  At  California’s  San  Jose  Junior  College,  ‘so  many 
reverse-flow  students  were  received  at  the  beginning  of  each  semester 
that  the  junior  college  predicted  its  enrollment  for  the  last  half  of 
the  academic  year  on  the  basis  of  ‘first  our  own  current  enrollment  and 
second,  whatever  information  we  may  obtain  from  San  Jose  State 
{ College)  with  reference  to  potential  eliminations  at  the  close  of  the 
fall  quarter.’  ” ^ , 

The  open  door  is  also  a revolving  door.  San  Jose  Junior  College  is, 
perhaps,  not  typical  of  all  two-year  colleges,  for  it  is  primarily  a feeder 
college  for  the  nearby  San  Jose  State  College.  Although  two-thirds 
of  the  entering  students  at  San  Jose  Junior  College  regarded  them- 
selves as  transfer  students,  only  about  one-third  of  these  actually 
transfer;  this  is  about  22  to  25  percent  of  all  students  who  enter.^^ 
Reasons  for  withdrawal  from  college  are  complex  and  ambiguous, 
or  even  conflicting,  just  as  they  were  for  failure  to  enter  college  in 
the  first  place.  Trent  and  Medsker  asked  the  students  in  their  sample. 


“Source  : Junior  College  Active  Bwollmenta,  fall  196n  nnd  sprinff  1967,  Cnlifornl^n  Com- 
munltv  CollpffCR.  Snernmento.  The  fall  1968  enrollment  fiRures  show  that  73  percent  of  the 
full-time  students  were  freshmen  and  27  percent  sophomores ; of  the  part-time  students  7b 
percent  wore  freshmen  and  24  percent  sophomore.  Large  annual  Increases  In  the  numner 
of  freshmen  cannot  he  responsible  for  the  freshman-sophomore  disparity,  Pipce  betw^een 
fall  19fi,n  and  fa.ll  1968  the  number  of  full-time  freshmen  Increased  hy  only  about  27.U00, 
and  piirt-Ume  freshmen  increased  hy  only  about  44,000.  n ^ k i* 

“Although  some  of  the  students  who  do  transfer  to  a four-year  college  dp  so  before 
completing  two  years  In  a junior  college.  It  is  apparent  that  most  students  In  two-year 
colleges  neither  transfer  to  a four-year  Institution  nor  complete  two-year  terminal  pro- 
grams. Yet,  70  percent  of  public  two.year  college  students  believe  that  the  benefit  of  college 
fs  monetary— compared  to  50  Percent  of  students  In  all  four-year  colleges.  (Sec  National 
Norms  for  BnteHng  College  Freslmen-^Fall  J967,  American,  Cmincll  on  Education  Re- 
search Reports.  Volume  2,  No.  7,  1907,  p.  35.  This  is  a sample  of  280,660  entering 
at  359  Institutions,  and  Is  weighted  so  as  to  be  representative  of  the  defined  population  of 
entering  freshmen  students,)  However,  unpublished  data  calculated  by  the  Office  of 
Planning  and  Evaluation  of  the  U.S.  Department  of  Health,  Education,  and  Welfare  shows 
that  the  extra  earnings  for  attendance  at  college,  without  receiving  a b^helor^s  degree,  is 
onlv  $615  a vear  more  than  if  the  student  had  just  completed  high  school  and  never  entered 
college  at  all.  This  figure  Is  for  1966  and  1s  adjusted  to  allow  for  the  ctfeets  of  age,  sex,  race, 
region  (sonth-nonsouth)  and  whether  part  or  full-time  work.  This  does  not  allow  for 
income  foregone  while  in  college  or  the  costs  of  education.  Adjusting  for  foregone  Income, 
and  assuming  $6,000  per  year  for  two  years  of  college  in  foregone  income,  means  that  the 
extra  earnings  for  partial  college  would  be  only  $400  per  year — without  allowing  for  educa- 
tion costs  wliich  arc  small  in  public  two-year  colleges.  xr  1 

“Burton  R.  Clark.  The  Open  Door  College,  A Case  Studg,  New  York,  1960,  P.  67. 

Clark,  Open  Door  College,  pp.  65-68.  Of  the  students  who  transferred  to  the  nearby 
four-year  State  college,  about  29  percent  had  actually  been  at  that  college  oefore  entering 
the  junior  college. 
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wliile  they  were  still  high  school  seniors,  what  their  most  likely  rea- 
sons would  be  for  not  nnisihing  college.  Their  answers  are  tabulated 
below.38 


Table  .-—Antidpaied  reason  for  witkdrawl  as  reported  in  1050 j by  eventual 
college  per  sisters  and  withdrawlsj  in  percentages 


Men 

Women 

Anticipated  reason  , 
for  withdrawal 

PersLUers 

(N=>793) 

With- 

drawals 

(N=638) 

Z 

Hatio 

Persisters 

(N=620) 

With- 

drawals 

(N=604) 

Z 

Hatio 

Academic 

37 

39 

32 

16 

13 

1 n 7Q 

\SL 

Financial  

Circumstantial  > 

No  answer,  don't  know 

7 

* U*  i6 

3 2. 87 

2 2,73 

3 3.22 

io 

29 

60 

5 

14 

25 

60 

11 

1 0.61 
1 1.35 
VO.  17 
2 2. 80 

Chlsnuare 

<^8.92) 

1 P=not  significant. 

2p<.01. 

J Circumstantial  Includes  “marriage,  health,  catastrophe,  and  other." 


Financial  reasons  lead  for  the  men  who  persisted  in  college,  whereas 
thosse  who  eventually  withdrew  saw  academic  difficulties  as  their  likely 
trouble.  The  women  overwhelmingly  chose  circumstantial  (obviously 
marriage)  as  their  most  likely  reason  to  withdraw,  with  finances 
second. 

Motivation  seemed  to  very  important  for  this  sample,  since  72 
percent  of  the  male  persisters  rated  college  as  extremely  important 
to  them,  but  only  4A  percent  of  the  withdrawals  did  so.  The  women’s 
ratings  were  69  and  40  percent  respectively.  Twenty  percent  of  those 
who  withdrew  (both  sexes)  were  indifferent  about  the  importance  of 
college,  but  only  seven  percent  of  the  persisters  were.  As  noted  earlier, 
parental  encouragement  was  a powerful  influence  to  both  attend  col- 
lege and  to  persist  there.  (See  section  4.)  The  college  persisters  over- 
whelmingly received  strong  encouragement  from  their  parents  to  at- 
tend college,  the  withdrawals  and  non-attenders  much  less  so.  Such 
encouragement  increased  as  SES  increased. 

^so  tlie  college  persisters  placed  more  value  on  general  education, 
whereas  the  withdrawals  and  non-attenders  gave  more  importance  to 
vocational  training.®^ 

Astin  and  Panos,  in  their  analysis  of  a large  sample  of  students  who 


P*  American  Council  on  Education  Vatiotml  Vorms  for 

all  entering  fulltime  college 
0^  mojor  concerii  about  financing  education"  (student  not 
o7  percent  “some  concern"  (will  probably 
M percent  no  concern  about  financing  their  education, 

not  Y VIII.  But  the  withdrawals  and  non-attcndcra  did 

schoSg  of  w suggesting  a general  uninterest  in  postsecondary 
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left  their.college  of  matriculation,  scored  the  first,  second,  and  fourth 
major  reasons  for  the  men  leaving  as  due  to  changing  career  plans,  dis- 
satisfaction with  the  college,  or  wanting  time  to  reconsider  interests 
and  goals.  Finances:  was  only  the  third  major  reason,  and  academic 
failure  fifth.  For  the  girls,  marriage,  dissatisfaction  with  the  college 
environment,^  and  changing  career  plans  were  first,  second,  and  third, 
respectively,  in  major  reasons  for  leaving.  Finances  was  foui^th,  recon- 
sideration of  interests  and  goals  fifth.  Academic  failure  was  eighth  in 
major  reasons  for  the  girls,  with  pregnancy  or  “tired  of  being  a stu- 
dent” at  the  sixth  and  seventh  places.^,® 

A study  of  student  withdrawals  from  the  University  of  California 
at  Berkeley  yielded  results  useful  for  evaluation  of  dropouts  from  a 
relatively  select  student  body— the  upper  12.5  percent  of  high  school 
^aduates.;  Discrimination  between  students  who  drop  out  with  fail- 
ing or  passing  grades  is  important,  since  36  percent  of  those  male  drop- 
outs with  passing  grades  returned  to  the  university,  but  only  12  per- 
cent of  the  academic  failures  returned.  Among  women  the  percentages 
are  27  percent  and  6 percent.  At  Berkeley,  academic  pressure  and  dis- 
missal was  the  leading  reason  for  withdrawal  by  both  men  and  women. 
Lack  of  interest  in  their  studies,  financial  difficulties,  and  feelings  of 
loneliness  and  isolation  were  second,  third,  and  fourth  ranked  reasons 
for  the  men.  Marriage  was  the  second  most  impoitant  reason  for  the 
women,  feelings  of  loneliness  and  isolation  wei*e  third,  and  desire  to 
travel  or  interrupt  education,  fourth.  Discrimination  between  actual 
dropouts  and  transfers  must  also  be  made,  since  all  but  19  percent  of 
the  students  who  left  Berkeley  were  enrolled  at  the  university  or  an- 
other institution  as  of  the  time  they  would  have  noimally  graduated. 

The  authors  of  tlie  Berkeley  dropout  study  also  examined  relation- 
ships between  type  of  residence  and  dropping  out,  and  discovered  that 
iivii^  at  home  pi^ented  particular, problems.  Twenty-two  percent  of 
the  :^rkeley  freslimen  lived  at  home  and  had  a 68  percent  dropout 
rate.  Oontrolfing  for  ability  may  have  made  this  statistic  less  astonish- 
ing, but  the  students  represent  the  top  12.5  percent  of  their  high  sdiool 
cIj^  and  presumably  are  able.^^  A low  family  income  is  probably  the 
chmf  reason  so  many  of  these  students  lived  at  home.^^ 

Bringing  these  students  into  residence  at  the  university  probably 
would  decrease  the  rate  of  withdrawal.  There  is  a clear  implication 
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here  for  the  community  colleges,  since  these  schools  usually  do  not 
have  residential  facilities.^^ 

Tlie  Berkeley  student  body,  being  a relatively  select  group,  is  not 
widely  typical  of  students  throughout  American  colleges  and  uni- 
versities. The  reasons  for  college  withdrawal  advanced  by  Trent  c^d 
Medsker  in  their  study  are  likely  to  be  much  more  representative. 
These  authors  found  that  persisters  in  college  tended  to  choose  a col- 
lege for  its  academic  I’eputotion  whereas  dropouts  had  more  tendency 
to  report  incidental  reasons  for  college  selection.  Also  the  persisted 
studied,  on  the  average,  many  more  hours  per  week  than  the  with- 
drawals. Hours  of  part-time  work  per  week  did  not  discriminate  be- 
tween persisters  and  dropouts.  The  persisters,  both  before  and  after 
entering  college  tended  to  show  more  ability,  more  interest  in  college, 
and  more  intellectual  disposition  and  academic  motivation  than  the 
withdrawals.  This  was  even  more  true  the  longer  they  remained  in 
college.  The  authors  weie  not  able  to  attribute  these  dilferences,  to  any 
major  extent,  to  ability  or  SES,  and  they  concluded  that  the  pereisters 
entered  college  with  the  necessai*y  predisposition,  the  state  of  I’eadiness, 
to  persist  and  develmi  in  college.  Most  of  the  able  students  in  t.ieir 
study,  Trent  and  Medsker  feel,  who  did  not  enter  college  or  who  with- 
drew did  so  out  of  lack  of  academic  orientation  and  motivation. 
Since,  however,  much  of  the  source  of  such  orientation  and  motiva- 
tion can  be  traced  to  the  parpts  (and  as  noted  earlier  to  high  school 
peers)  socioeconomic  status  is  a significant  influence  in  the  presence 
or  absence  of  this  motivation.  Strong  parental  encouragement  to  enter 
and  persist  in  college  increases  as  SES  increases,  even  though  ability 
is  held  constant. 


VII.  WHO  GOES  TO  GRADUATE  SCHOOL? 


Attendance  at  graduate  and  post-baccalaureate  prof  e^ional  schools 
is  increasing,  since  our  highly  developed  economy  requires  more  and 
more  specialized  knowledge  and  skills.  But  our  concern  here  is  not 
so  much  the  fact  of  graduate  school  attendance,  but  who  goes  to  them. 
The  Project  Talent  follow-up  surveys  allow  us  to  determine  the  actual 
probabilities  for  students  who,  havingi'eceived  a bachelor’s  degree, 
enter  graduate  or  professional  schools,  jPable  18  presents  probabilities 
for  graduate  school  entrance  for  those  students  whq  entered  college 
in  the  year  of  high  school  graduation  and  who  received  a bachelors 
degree  four  years  later. 


«The  Berkeley  Btudv  is  by  Kobei't  Suczek  and  Elizabeth  Alfert,  Peraonality  Cliaraotcr- 
istha  of  Vollcge  DropontSt  1966,  and  is  available  through  the  Educational  Research  Infor> 
matlon  Center  of  the  U.S.  Office  of  Education.  Some  results  of  this  study  are  reported 


in  Trent  and  Medsker.  Beyond  High  Schooh  PP*  95-9 G,  117-121.  and  151-163. 

High  School,  see  Chapters  V,  VlII,  and  the  concluding  chapter.  The  avail- 
ability of  a college,  and  of  different  types  of  colleges,  In  the  local  community  Ube  so-called 
proximity  elfeote)  was  Wgl’ly  ."=>^‘54  to  rat^^^  '“il'fe,  but  not  to  comply 


of  college.  For  the  full  discussion  of  proximity  effects  see  Medsker  and  Trent,  The  Iniiucnce 
of  Different  Types  of  Puhlio  Higher  Jnatitutlona  on  College  Attendance.  . . . 
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Table  18. — Probability  of  students  with  bachelor^ s degrees  entering  graduate  school, 

by  ability  and  SES 


Socioeconomic  status 

Ability 

1 (high) 

2 

3 

4 (low) 

Average 

(actum) 

I U»lgh) 

54.0 

50.6 

41.8 

30.5 

57.1 

41.7 

40.8 

29.4 

49.2 

24.7 

3 

43.1 

30.6 

33.7 

17.6 

12.2 



39.6 

25.7 

30.2 

24.5 

4.2 

5 (low)  > 

46.8 

14.0 

33.3 

12.8 

1.8 

Total  (average) 

48.9 

27.4 

16.6 

7.1 

» The  number  oI  observations  In  these  cells  Is  very  small. 
Source:  Project  Talent,  6-year  lollow  up  surveys. 


Since  the  Project  Talent  survey  has  followed  up  the  1960  twelfth 
and  eleventh  grade  students  five  years  after  their  high  school  gradua- 
tion, and  this  table  is  for  those  college  students  receiving  a degree  four 
years  later,  these  students  had  one  year  after  college  in  which  to  en- 
roll in  a graduate  or  professional  school.  The  probabilities  for  entrance 
to  graduate  school,  % both  SES  and  ability,  are  shown  in  the  cells, 
and  the  distribution  of  students  entering  graduate  school  are  shown 
for  each  ability  quintile  and  SES  quartile. 

By  combining  some  of  these  totals  we  see  that  about  82  percent  of 
all  new  graduate  students  came  from  the  top  40  percent  of  ability,  and 
more  than  half  (57.1  percent)  came  from  the  high  quintile  alone.  If 
we  add  the  third  quintile,  94  percent  of  all  new  graduate  students  are 
represented.  The  last  two  ability  quintiles  then  add  only  a residual 
amount  of  6 percent.  By  SES,  about  76  percent  of  all  entering  gradu- 
ate students  came  from  the  top  half  of  the  income  scale,  with  almost 
lialf  of  them  from  the  top  quartile  alone.  A little  less  than  a fourth 
came  from  the  bottom  half  of  the  SES  distribution. 

The  point  of  most  significance  here  is  that  while  SES  is  still  im- 
portant in  deteiTnining  who  will  enter  graduate  school,  ability  is  some- 
what more  important.  This  pattern  has  been  true  since  the  tune  of  en- 
trance to  college,  where  SES  exerts  its  grea^  '5st  influence. 

Table  19  lists  the  actual  numbers  of  college  graduates  and  entering 
graduate  students  for  each  ability  and  SES  group.  The  probabilities 
listed  in  parenthesis  are  the  same  as  in  the  text  table  just  presented, 
but  are  rounded  to  the  nearest  peicent.  Overall,  43  percent  of  tlie  college 
graduates  entered  graduate  school  within  a year  of  college.  (At  the 
time  of  entrance  to  college,  for  those  students  who  begin  cmlege  in  the 
year  of  high  school  graduation,  the  probability  is  that  25  percent  will 
go  on  to  graduate  school,  or  1 of  every  four  who  enter. ) 
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Figure  III  shows  graphically  the  probability  of  entrance  to  gradu- 
ate school  for  the  hi^  ability  students  of  all  income  (SES)  lev^s  who 
have  won  bachelor’s  degrees.  There  is  a considerable  falling  off  in  at- 
tendance, especially  for  the  third  and  fourth  quartiles  of  SES. 

Table  19. — Probability  of  entrance  to  graduate  or  professional  school  for  students 
with  a baccalaureate  degree 


Enter  frraduato 


Number 

fVil  lAcrn  _ 

school  > 

Loss 

Ability  and  socioeconomic  status 

graduates 
in  group  1 

Num- 
ber Percent 

Num- 
ber Percent 

nigh  ability  quintile,  (lOO  to  80  percent): 


1.  High 

127.000 

69,000 

M 

58,000 

46 

2 

63,000 

32.000 

51 

31,000 

49 

3. 

43.000 

18,000 

42 

25,000 

58 

4.  Low 

14.000 

4,300 

31 

9.700 

69 

Total 

247.000 

123,300 

60 

123,700 

50 

2d  ability  quintile  (80  to  60  percent): 

1.  nigh 

62,000 

22,000 

43 

30.000 

58 

o 

38,000 

16,000 

41 

22,000 

69 

3 

30.000 

8,700 

29 

21.300 

71 

4.  Low.., 

15,000 

7.200 

49 

7,800 

51 

Total 

135,000 

53.900 

40 

81,100 

60 

Subtotal  (1-2  quintiles  of  ability) 

382.000 

177.200 

40 

204.  SOO 

54 

3d  ability  quintile  (CO  to  40  percent): 

1.  High 

24.000 

10.000 

43 

14.000 

5S 

2 

22.000 

8,600 

40 

13.400 

69 

3 

16,000 

5.300 

34 

10.700 

69 

4.  Low 

11.000 

1.S50 

18 

9.150 

80 

Total 

73,000 

25. 7N) 

35 

47.250 

65 

Subtotal  (1-3  quintiles  of  ability) 

455.000 

202,950 

45 

252,050 

55 

4th  ability  quintile  (40  to  20  percent): 

1.  High 

8.100 

3.200 

40 

4.900 

CO 

8.300 

2.120 

20 

6.  ISO 

74 

3 

8.100 

2.400 

30 

5,700 

70 

4.  Ix>w 

5.400 

1.300 

25 

4.100 

75 

Total 

29.000 

9.020 

30 

20.8S0 

70 

Subtotal  (1-4  quhitller  of  ability) 

484,000 

211.970 

41 

272.930 

56 

^th  ability  quintile  (20  percent  to  0): 

1.  High 

2.000 

1.300 

40 

l.GOO 

50 

2 

4.200 

GOO 

14 

3.  GOO 

87 

3. 

3.700 

1.200 

33 

2,500 

72 

4.  Ix>w 

5,300 

600 

13 

4.  MO 

87 

Total 

3. 760 

24 

12,240 

76 

Grand  total  (all  ability  qulnlllos) 

..  500,000 

215.730 

43 

28M70 

57 

1 4 years  after  hUh  ochool  graduation. 

I Dy  1 yaar  after  oollcfo  gi^uailon. 

Bource*.  Project  TaJanl.  5*year  toUowupauTveya. 
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FIG.  ill 

Percent  of  students  with  a bachelor’s  degree  entering  graduate  or 
professional  school,  by  HIGH  ABILITY  quintile  and  ALL  SES. 

%60-i 
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More  revealing,  however,  is  Figure  IV,  whicl\  presents  a stochastic 
(probability)  model,  in  the  form  of  a tree  diagram,  of  two  groups  of 
students.  Pursuit  group  A represents  those  doubly  foitunate  students 
of  high  ability  who  are  from  families  of  high  SES.  Pursuit  group  B 


comprises  those  students  of  equally  high  ability  hut  low  SES.  The  tree 
diagnun  allows  us  to  pursue  tliesc  hvo  groups  from  high  school 
thmugh  to  graduate  school.  The  probabilities  for  these  two  groups  of 
completing  liigh  school,  entering  and  completing  college,  and  entering 
a graduate  scliool  aiti  written  out  on  the  "‘liiubs-’  of  the  tim  This  model 
enables  one  to  quickly  grasp  the  offocts  of  wide  variation  of  SES  on 
stiulcnts  of  equal  I V high  ability.  While  at  every  hurdle  more  of  tlie  low 
SES  students  fail  to  clear  the  bar,  the  biggest  obstacle  is  entnmcc  to 
college,  whei-c  only  30.5  percent  ot  these  students  enter  college  in  the 
year  of  high  school  graduation,  compared  to  81.G  percent  of  their  high 
SES  classmates  of  c<iual  ability.  Thus  astudeut  of  high  ability  nud  liigli 
SES  has  11101*0  than  twice  (helikolihoodof  catering  collei^  m the  veav 
of  high  school  graduation  than  his  low  SES.  but  equal!}’  able,  class- 
mate.  Some  of  the  latter  students  Nvill  enter  college  later,  of  course,  but 
this  is  also  tnie  of  the  high  SES  .students.  When  we  ivach  the  taul  of 
the  tiw  we  hu  'eonly  7 peixent  remnining  of  our  original  jnn*snit  group 
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B,  but  34  percent  of  group  A,  the  high  SES  gi’oup,  is  left ; this  is  about 
5 times  as  many  as  the  low  SES  group.'*'^ 

There  are  a number  of  interesting  and  relevant  questions  about  grad- 
uate school  attendance  that  the  Project  Talent  statistics  cannot  yet 
answer.  One  of  these  is  how  far  these  students  will  go  in  graduate 
school  and  what  degrees  they  will  receive.  We  do  know  that  for  all 
entering  college  freshmen  in  1967,  about  one- third  planned  to  stop  witli 
a masters  degree,  about  10  percent  wanted  a Ph.D.  or  Ed.D.,  about  5 
percent  a degree  in  medicine,  dentistry,  or  veterinary  medicine,  and 
4.1  percent  a law  degree.  Only  0.3  percent  wanted  a divinity  degree  and 
1.8  percent  some  other  degree  beyond  the  bachelor’s.^®  Tims,  51.1  per- 
cent of  entering  freshmen  in  1967  'planned  on  a graduate  degree  of  one 
sort  or  another,  and  48.9  percent  intended  to  stop  with  a bachelor’s 
degree  or  less.  This  compares  to  43  percent  of  college  graduates  in  the 
Proj^t  Talent  follow-r  survey  who  actually  entered  a graduate  school 
within  a year  of  receiving  a bachelor’s  degree.*^ 

As  to  studies  of  the  actual  attainment  of  graduate  degrees,  there  is 
vei*3^  little  evidence.  Most  of  the  longitudinal  studies  of  a student 
cohoif.  either  stop  with  the  bachelor’s  degree  and/or  plans  for  graduate 
school,  or  if  intending  to  follow  the  cohort  through  the  post-bacc  a lau- 
reate yoare,  as  Project  Talent  will  do,  have  not  yet  had  enough  time 
elap.se  to  do  so.  One  longitudinal  survey  of  this  subject  indicates  that 
most  graduate  students  will  not  go  farther  than  a master’s  degree,  if 
they  get  even  that  far.'*®  This  survey  revealed  that  in  an  11-year  follow- 
up of  176  graduate  students,  and  of  115  master’s  candidates  in  the 
sample,  about  50  percent  received  a master’s  degree,  40  percent  did  not 
get  a degree,  and  10  percent  went  on  to  a doctorate.  Of  the  61  Pli.  D. 
candidates  in  the  sample,  less  than  one-third  received  a doctorate 
within  the  11-ymr  period  of  the  study. 

While  the  Project  Talent  data  presents  the  relationship  between 
SES,  ability,  and  entrance  to  graduate  school,  it  does  not  permit  an 
analysis  of  the  level  or  kind  of  graduate  degree  sought.  The  table 
below  does  show  this  in  relation  to  family  income,  but  not  ability. 


‘•■'The*  studontR  Would  hovo  boon  In  Uio  twolftb  nml  olovontli  prniles  In  inoo.  iind  if 
^rmlmitin;'  from  c»Uo(;o  witliin  4 yonrs  would  Imvo  done  ko  In  1004  nnd  lOOH.  N.  II..  l-bnml 
ublllty  doos  not  hiiidy  oquul  motiviitlon  or  oqiinl  Intolloohttd  prodlsnosltton. 

<®Tlic  porcontfiRos  nro  bnRod  on  tbe  hlglioRt  dosroo  nliinnod.  wliotnor  n ^rndimto  dogroo 
or  lower.  The  source  l»  the  American  Council  on  Kducntion  yational  \orm8,  Fall  1007,  p.  30. 

« There  Ik  evidence  Unit  the  level  of  nRpIrntion  to  fcrndiinte  study  Ir  lower  at  the  time 
of  entrance  to  colleue  than  at  any  other  time  In  the  Ireshmnti  year.  A study  of  eiitoritiR 
freshmen  at  one  collepo  Iuik  Rliown  that  In  September  the  freshmen  had  imieli  lower  plans 
for  advanced  study  than  the  non-freKhiiion.  lUit  by  November  the  freshmens’  desire  for 
Rriidunte  study  hud  Rliarply  Inereased  to  n point  miicli  closer  to  the  a snl rations  for  advanced 
study  of  the  other  KtudoatR.  This  rapid  a ad  proaouace<]  growth  of  latorest  in  t;rnd  iiatc 
school  by  froKlimcn  Indicates  that  Kurvoys  of  plana  for  fcraduate  study  of  oiitortnc  freKlimeti. 
while  aecurate  at  that  particular  tliiio,  may  quickly  he  made  mislead tncly  low  by  ehauKi's 
In  attitude  of  freshmen  ns  they  are  Rooitilir.e<l  by  the  non*freshmen.  See  Walter  L.  Wnllaeo. 
“Institutional  and  Idfo-Cyclo  Social lr.atton  of  ColleRe  Freslimon,*'  The  American  Jouniai 
of  Soriolopift  Novoinhor.  1004.  iq».  303-318.  Wallace’s  results  sufttrest  that  the  dlffereiiee 
between  plans  and  net  uni  attendanee  at  f^rnduate  school  is  not  as  snmll  ns  tin*  data  above 
indlentes.  except  at  the  time  of  entrance  to  collepi*.  resiiltlnt;  In  n wider  pap  hetW(*on  plans 
for  cradiinte  study  and  the  fulfillment  of  tlioso  idnas  thmi  the  data  Just  presented  above 
would  indicate. 

‘"This  mirvey  Is  doserlhtHl  In  Trent  nnd  Modsker.  /te|/owd  7/if7h  School,  p.  115,  nnd  was 
puhlislted  In  1004.  Trent  anti  Medsker  report  that  for  their  own  snmnlo,  n majority  of 
the  men  who  hepnn  postgradiinto  educntlon  entonsl  professional  schools  mthei*  than  the 
academic  prndiinto  seliools,  nnd  that  most  men  nnd  women  In  the  sample  did  imt  plan 
to  Ri)  iH'yond  a master's  degree. 
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Wliat  is  most  significant  about  this  table  is  the  pattern  of  the 
lower  the  family  income  the  lower  the  student’s  educational  goals, 
so  that  below  $5,000  only  7.8  percent  of  these  college-bound  students 
anticipated  a degi’ee  beyond  the  master’s,  but  22.2  percent  of  the  stu- 
dents in  the  highest  income  group  planned  such  a degree.  This  pattern 
is  also  true  of  the  master’s  degree  itself.  More  of  the  lower  income 
students  plan  to  settle  for  the  bachelor’s  degree  or  less,  than  do  stu- 
dents with  higher  incomes.  The  sharpest  difFereiices  for  educational 
])lans  beyond  the  master’s  degree  are  m medicine  and  law,  where  the 
higher  income  students  choose  these  professions  much  more  often  than 
do  low  income  students. 

This  table  does  not  allow  us  to  discriminate  by  ability  within  family 
income  range,  and  to  compare  this  with  aspirations  for  particular  grad- 
uate degrees  and  programs.  Yet  we  know  that  the  most  able  students 
are  more  likley  to  choose  a career  requiring  a graduate  degree  than 
are  the  less  able.  Able  students,  for  example,  are  more  likely  to  plan 
careers  in  scientific  research,  college  teaching,  law  and  medicine  tlian  do 
average  students  who  more  frequently  choose  careers  as  businessmen 
or  school  teachers  which  do  not  necessarily  require  a graduate  degree.^® 
Career  choice,  therefore,  can  cause  or  retard  entrance  to  a graduate 
or  professional  school,  and  it  is  no  surprise  that  higher  ability  stu- 
dents are  moi*e  likely  to  aspire  to  a career  romiiring  a graduate  degree. 
But  career  choice  is  highly  influenced  by  SES  even  though  ability 
is  held  constant.  High  ability  and  high  SES  students  ai'e  more  likely, 
as  college  freshmen,  to  plan  careers  as  physicians  or  lawyers  than 
any  other  ability  and  SES  group,  whereas  high  ability  and  low  SES 
freshmen  are  more  likely  to  plan  careers  as  enginoei*s  and  chemists. 
Physicists  tend  to  be  of  high  ability  but  intermediate  SES. 

Students  of  low  ability  and  low  SES  are  moi*e  likely  to  plan  on  oc- 
cupations as  teachers  and  accountants.  Low  ability,  but  intermediate 
SES  students  tend  to  choose  careers  in  business.  The  most  striking 
fact,  however,  is  that  students  who  could  be  considered  “deviants” 
from  those  patterns  of  career  choice,  ability,  and  SES  tend  to  change 
their  career  plans  to  the  field  where  they  are  more  like  the  other  stu- 
dents in  ability  and  SES.®°  In  general,  students  at  each  ability  level 
have  difTeront  career  plans  depending  on  their  SES,  and  the  high 
SES  students  usually  plan  different  careei*s  from  low  SES  students 
of  equal  academic  ability.  High  SES  students  are  more  likely  to  plan 
a career  requiring  a grad\uito  or  professional  degree  than  are  low  SES 
students  of  the  same  ability.  Socioeconomic  status  influencos  career 
choice^  by  college  students  just  as  much  us  ability  does,  and  by  in- 
fluencing career  choice  SES  thereby  also  influences  attendance  at 
graduate  schools.®^ 


Roliorl  C,  Nlrlinln.  Thr.  Orioin  anti  Drnrlapmrnt  0/  Talcntt  NnUonnl  Merit  SeholMr»hIp 
CorpornMon  Uesen roll  IteportR.  inOO  \ Volunu*  2.  Niimher  10. 

*“*Clinrle»  R.  Werfs.  Carrrr  Changrn  fn  Collror,  Xntlonnl  Merit  SeholnrRhlp  Cornorntlon 
Resenrch  Renortn.  1000;  Volume  2.  Number  7.  This  study  used  a snmplo  of  127.000  enter* 
im;  freshmen  nt  24S  rolIeROs;  30,000  of  them  were  followed  up  one  yenr  Inter  to  obtain 
the  dntn  on  career  clianfros, 

“For  further  corroboration  of  the  Innuence  of  elnsa  on  roUece  students*  enreer  plans 
see  Werts,  Carrrr  Choice  PaUrrne:  AhiUty  unrf  JSoctol  Claen,  NMSC  Research  Reports,  1000 ; 
Volume  2,  Number  3. 
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None  of  the  data  presented  so  far  can  tell  us  very  nrmcli  about 
students’  reasons  for  not  entering  a graduate  school  after  completion 
of  college,  How  many  students  see  financial  obstacles  as  a deterrent 
to  graduate  school?  How  many  lack  tlie  ability  or  grades?  And  how 
many  ai’e  just  plain  tired  of  school  after  four  years  of  college  and 
are  therefore  lacking  in  motivation  ? 

Table  21  lists  the  reasons  for  not  entering  graduate  school  given  by 
a largo  sample  of  Juno  1061  college  graduates  who  were  surveyed  in  the 
spring  of  that  year.°“ 


Tablk  21. — Distribution  on  reasons  for  not  attending  graduate  or  ^professional 

school  next  year 


[Sf>ecinc  reasoiis—Percent  eirclinjf  ilpm  as  answer  to  “Wliicli  of  the  followiiif;  best  explains  wliy  you  do  not 
anticipate  going  to  graduate  or  professionai  scliooi  next  year?”] 


Percent  of—  i 


Total  Those  not 
sample  poing 

Resiwnsc  (63,065)  (30,010) 


I want  to  got  practical  experience  first 22  33 

Financial  obstacles 20  30 

Pni  tired  of  being  a student 18  27 

Can  get  a dcsira)>lo  job  without  Xurtltcr  scliooling 10  23 

No  desire  to  do  so 15  22 

Family  responsibilities 12  10 

I w'ould  \‘iit  licr  got  married 8 12 

Military  service 7 11 

Low  grades  In  college 7 10 

1 will  be  111  a company  training  program  which  provides  the  equivalent 2 4 

I »lon't  think  I have  the  ability 2 4 

I luck  the  necessary  undergraduate  course  prerequisites 1 2 


1 Percentages  total  more  than  100  because  o.'  inuUiplo  answers. 
Stmree:  Davis.  Oiraf  .-IspirnfiOMs. 


Foi*  the  total  sample  in  Davis’s  (rreat  A fipimf/ojiS  survey,  31  percent 
said  they  would  enter  ii  graduate  or  professional  school  in  the  fall  of 
1901,  45  percent  intended  to  go  to  graduate  scliool  later  than  fall  1901, 
and  24  percent  indicated  they  had  no  plans  for  graduate  school.  Tlie 
Project  Talent  data  (see  Table  10)  showed  43  percent  of  college  grad- 
uates entering  graduate  school,  but  this  was  by  1 year  after  college, 
whereas  Davis’s  data  is  for  intended  fall  1001  entrance  by  tlie  previous 
June  graduates.  Tlie  ivasons  given  out  by  the  seniors  for  not  entering 
a graduate  school  in  tlie  fall  of  1001,  or  for  never  intending  to  enter, 
fall  into  two  groups:  internal,  motivational  reasons  and  external 
olistaclcs.  As  Davis  points  out,  “internal  motivations  appear  the  iiiore 
cominon,  70  ]>orcent  of  tho.«e  in  the  *hiter‘  and  biever‘  categories  citing 
lack  of  interest  or  preferring  to  get  practical  experience  iirst.”  Of  tiie 
external  obstacles,  finnncinl  barriers  were  the  main  problem,  with  43 


“TIiP  fnblo  l«  from  Jnmr«  A.  Dnvlfi.  Orrat  Anpirntioni*^  Tin*  Gradimtc  .School  Plnn«  of 
Aiui*r!rn*K  Collcpc  .Sriilorn.  ChSc.ij;o.  ]0ll4.  The  ttninidc  wok  tlniwn  from  i:i5  iiiK(Itutbuii>. 
and  WAR  doidciHMl  ti»  he  rcprcRrnlntlvo  of  Jmio  11MU  college  cniduntrR.  The  dnia  In  thin 
survey  Ih  Imftrtl  on  n “Tiitnl  Wclphlnl  .Sum pie**  of  .'ifl.lbH  but  In  ncliiit.ny  hnneil  on 

;i.3,bS2  Inillvidiml  qiieHtIniuuiIreR. 
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percent  of  tliose  not  going  on  immediately  to  graduate  school  citing 
a financial  reason.  About  one-fifth  (18  percent)  saw  a financial  barrier 
as  tlic  chief  reason  for  not  immediately  beginning  advanced  study. 
(Family  responsibilities  often  went  together  with  financial  obstacles.) 

Socioeconomic  status  is,  as  expected,  dii'ectly  related  to  plans  for 
advanced  study.  Table  22  breaks  out  such  plans  by  parental  income. 
(About  13  percent  of  the  college  seniors  did  not  loiow  this,  a much 
lower  number  than  reported  above  for  those  prospective  freshmen 
surveyed  by  the  American  College  Testing  Program.) 

Table  22. — Plans  index  and  socioeconomic  status 


Parental  iiicomp  and  plans 


Total 

Roportad  annual  liieomo  of  Noxt  year  Later  Never 

parental  tamlly  (percent)  (percent)  (percent)  Percent  Number 


Less  than  S.'J.OOO 28. 7 52.4  18.!)  100.0  !),50G 

$5,000  to  S7.490 31.4  48.0  20.5  9!).‘)  12.054 

$7,500  to  $9.99!) 33.0  15.0  21.4  100.0  8.384 

$10.00010  $14,90!) 35.8  40.8  23.4  100.0  7.500 

$15,000  to  $19,999 35.0  37.7  2tl6  99.9  3,089 

$•20,000  and  over 40.4  31.1  28.5  100.0  5.004 


Note.— Total  number,  40,437;  don't  know  Income,  0,082, 

.Source:  I)av!.«?,  Great  Atipiratious. 

There  is  a paradox  liere : not  surprisingly,  plans  to  attend  graduate 
school  “next  year*  increase  as  parental  income  increases,  and  plans  to 
attend  “later’  increa.se  as  family  income  decreases;  but  those  wlio  say 
they  nevci*  will  go  increase  a.s  parental  income  iiicreiLses ! According 
to  Davis,  the  sons  of  the  “proprietor-manager*’  group  liad  the  large.st 
percentage  of  .seniors  wlio  never  intended  to  pursue  advanced  .study, 
(except  in  the  top  ability  group j where  they  were  second  to  the  fanners’ 
children).  This  sugge.sts,  Davis  feels,  “a  pocket  of  upper-clnss  dis- 
interest in  adYunced  study”  by  the  sons  of  owners  who  “often  do  not 
need  a masters  degree  in  business  adinini.st ration  to  rise  in  the  cor- 
porate hierarchy.” 

Comparing  fatliers’  education  witli  plans  for  graduate  study  re- 
veals tlic  expected  rc.spoiisc  of  increasing  plans  as  fathers’  edneation 
increases,  and  of  postpoiicincnt  of  graduate  study  us  fatliers’  educa- 
tional level  decreases.  Tlierc  is  more  tendency  to  say  “never”  alioiit 

Shins  for  graduate  study  by  the  seniors  whose  father.s  hold  bachelors’ 
egrees,  and  Davis  believes  tliis  to  be  explained  liy  the  paradox  just 
noted. 

Table  23  compares  plans  for  graduate  school  with  pareiitiO  omipu- 
tion,  academic  acliieveinent  in  college,  and  sex.  Tim  pattern  in  this 
table  is  not  surprising.  The  higher  the  ability  and,  usually,  the  SICS 
(parental  occupation)  tlic  greater  the  intention  of  graduate  scliool 
“next,  year,”  with  less  postponement  of  plan.s  f.nd  less  intention  never 
lo  go.  Tliis  pattern  is  also  true  for  tlie  female^s,  and  just  as  females 
showed  significantly  less  iiitere.st  in  attending  college  than  the  mules. 
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they  also  show  much  less  interest,  generally,  in  attending  graduate 
school.®® 

T/smrK  23. — Occupation  of  head  of  parental  family  {father  or  another)  and  plans, 
controlling  for  sex  and  API  * 

iNumber  of  students,  51,474] 


Male 


Female 


Total 


Total 


API  and  parental 
occupation 

Next 

year 

Later 

Never 

Per- 

cent 

Num- 

ber 

Next 

year 

Later 

Never 

Per- 

cent 

Num- 

ber 

Top  fifth: 

Professional  

75.7 

19.0 

5.3 

100.0 

1, 673 

38.3 

37.9 

23.8 

100.0 

1,  678 

Proprietor/manager, . . 

66.  n 

21.9 

11.2 

100.0 

1, 372 

36.4 

44.1 

19.5 

100.0 

1, 121 

Sales 

68.9 

20,4 

10.7 

100.0 

383 

31.2 

40.8 

38.1 

100.1 

292 

Clerical 

68.2 

24.3 

7.6 

100.1 

276 

37.4 

40.6 

21.9 

99.9 

283 

Skilled 

64.0 

23.9 

9.1 

100.0 

628 

38.7 

47.5 

13.9 

100.1 

554 

Semiskilled 

64.4 

28,1 

7.6 

100.1 

331 

43.9 

42.9 

13.2 

100.0 

ISO 

Service 

71.1 

26.7 

<>.  o 

100.0 

180 

28.3 

60.4 

11.3 

100.0 

106 

Unskilled 

51.9 

38. 3 

a.  a 

100.1 

162 

22.7 

54.8 

22.6 

100.1 

84 

Farmer, 

50.6 

35.7 

13.7 

100.0 

255 

17.9 

55.9 

26.2 

100.0 

195 

Above  average: 

Professional.. 

53.7 

34.5 

11.7 

99.9 

2,262 

27.3 

44.0 

28.8 

100.0 

2,575 

Proprietor/manager... 

47.2 

33.1 

19.8 

100.1 

2,395 

24.2 

47.5 

28.4 

100.1 

2, 302 

Sales 

44.7 

41.1 

14.2 

100.0 

674 

1 

52.9 

25.0 

100.0 

560 

Clerical 

46.4 

41.9 

11.7 

100.0 

597 

22!  9 

56.9 

20.1 

99.9 

418 

Skilled 

41.5 

45.1 

13.5 

100.1 

1, 720 

25.7 

54.4 

19.9 

100.0 

1, 191 

Semiskilled 

38.6 

49.7 

11.7 

100.0 

878 

20.2 

00.2 

19.5 

99.9 

503 

Service 

41.1 

43.4 

15.5 

100.0 

399 

25.1 

56.4 

18.5 

100.0 

259 

Unskilled 

37.0 

51.6 

11.3 

90.9 

432 

34.3 

62.7 

13.1 

100.1 

260 

Farmer 

36.1 

47.2 

16.8 

100.1 

702 

11.6 

57.6 

30.7 

99.9 

687 

Bottom  half: 

Professional 

28.4 

47.9 

23.7 

100.0 

2.743 

16.9 

47.5 

35.6 

100.0 

1,801 

Proprietor/manager. . . 

23.9 

42.9 

33.1 

99.9 

3,531 

15.4 

46.3 

38.3 

100.0 

1,  716 

Sales 

23.6 

44.8 

31.6 

100.0 

983 

14.5 

54.8 

30.8 

100.1 

533 

Clerical 

21.7 

51.5 

26.8 

100.0 

761 

18.5 

48.4 

33.1 

100.0 

399 

SkiUed 

24.5 

50.4 

25.0 

99.9 

3.092 

19.9 

.53.7 

26.4 

100.0 

1,273 

Semiskilled 

22. 

54.8 

23.0 

100.0 

1,392 

14.4 

68.3 

17.3 

100.0 

624 

Service 

22.3 

54.4 

23,3 

100.0 

566 

17.2 

50.6 

32.2 

100.0 

267 

Unskilled 

22.0 

54.3 

23.7 

100.0 

82*2 

13.3 

55.0 

31.7 

100.0 

278 

Farmer 

21.6 

49.9 

28.5 

100.0 

1,258 

9.8 

59.2 

31.0 

100.0 

799 

* API— Academic  performance  index,  which  is  the  basic  measure  of  intellectual  ability  used  by  Davis. 
The  API  was  developed  by  welgliinR  each  student's  reported  cumulative  grade  point  average  in  college 
according  to  the  academic  ability  of  students  at  his  college.  The  latter  was  determined  by  the  average  score 
at  each  college  for  entering  frcslimcn  on  the  national  merit  scliolarshlp  qualifying  test. 

Source:  D.avis,  Grcaf  Aspfrafions. 


Although  ver}"  few  of  the  seniors  indicated  their  reason  for  not 
planning  on  graduate  school  was  due  to  lack  of  ability,  low  grades, 
or  lacking  in  course  prerequisites  (see  the  list  of  reasons  above),  this 
table  reveals  that  students  with  lower  academic  performance  were 
much  less  likely  to  plan  on  graduate  school,  either  “next  year'’  or 
“later”,  and  were  much  more  likely  to  say  “never.”  But  as  already 
shown,  students  with  low  SES  origins,  while  less  likely  to  go  “next 
year”  are  associated  with  larger  proportions  intending  to  go  “later,” 
suggesting  an  interest  in  advanced  study  by  these  students,  but  with 
less  opportunity  to  satisfy  their  interest.  Table  24  introduces  broad 
career  types  as  a variable  and  confirms  some  evidence  presented 
earlier.” 


“Dnvis  points  out  that  the  reducwl  Interest  in  grndunte  study  by  females  Is  true  also 
for  women  with  no  immediate  plans  for  marrlnse,  and  that  this  difference  Is  primarily 
motivational  and  not  due  to  tlnnncinl  or  other  external  barriers. 

^This  table  and  the  three  previous  tables  arc  taken  from  Davis',  Great  Aspirations. 


5 

O 


182 


179 


Table  24. — Sex,  API,  and  career  type  by,  plans  for  advanced  study  and  reasons  for 
not  going  on  for  advanced  study  {all  variables) 


Flans 


Later  or  nevor 

Financial 


Total 


Future  career 

API 

Sex 

Next 

year 

Motiva- 

tional 

obstacles 

Per- 

cent 

N 

reason  i 

Yes 

No 

/Male 

80 

3 

4 

4 

100 

2, 304 

Law  or  medicine 

...  High.... 

-"--\Fema!o 

70 

11 

16 

4 

101 

167 

/Male 

69 

7 

10 

14 

100 

917 

Low 

— \Feraale 

42 

3S 

7 

13 

IQO 

66 

/Male 

73 

14 

8 

5 

100 

3,373 

Arts  and  selenccs 

...  High — 

iFomale 

45 

43 

11 

1 

100 

2,  723 

/Male 

37 

31 

22 

10 

100 

1,  086 

Low 

22 

59 

13 

7 

101 

770 

Other High.. 

Low-. 


piale 

"IFemalo.. 

fMalO-.-. 

‘iFemale.. 


40 

25 

20 

16 


41 

62 

51 

70 


13 

12 

17 

11 


7 

1 

12 


101 

100 

100 

100 


9,301 
9,700 
11, 666 
6,462 


Note.— Total  weighted  N,  56,664.  Souree;  Davis»  Great  Aspirations, 

« Motivation = positive  response  to  one  nr  more  items  in  the  “Motivation”  eluster  or  to  “Practical 
experience.” 

All  male  seniors  planning  careers  in  law  or  medicine  were  more  likely 
to  enter  graduate  study  “next  year”  than  any  other  group  except  the 
high  API  male  seniors  planning  study  in  the  arts  and  sciences.  Moti- 
vational reasons  dominate  for  those  who  intend  to  go  “later”  or  “never”, 
except  for  the  high  API  seniors  of  both  sexes  and  the  low  API  males 
who  intend  careers  in  law  or  medicine,  where  financial  obstacles  have  a 
slight  edge.  This  may  be  because  of  greater  motivation  for  advanced 
study  by  these  students,  but  as  we  saw  earlier,  students  intending 
careers  in  medicine  ond  law  tend  not  only  to  be  of  high  ability,  but 
also  of  high  SES,  thereby  being  less  likely  to  encounter  financial  bar- 
riers to  their  plans.  The  mgli  API  males  planning  on  law  or  medicine 
cited  financial  obstacles  by  1 percentage  point  over  motivational  rea- 
sons, with  only  the  high  API  females  who  were  planning  on  law  or 
medicine  showing  a significant  degree  of  financial  over  motivational 
reasons.  Apparently  these  students  are  so  strongly  career  moti^'’ated 
that  only  external  obstacles  such  as  finance  can  get  in  their  way. 

The  future  career  group  “other”  in  Table  24  had  the  lowest  percent- 
age of  students  planning  on  graduate  study  “next  year”,  and  these  stu- 
dents held  rather  pronounced  motivational  reasons  for  their  be- 
havior. This  should  not  be  surprising  since  this  group  is  made  up  of 
seniors  anticipating  careers  in  Ibusiness,  education,  engineering,  social 
work  and  forestry-agriculture,  and  as  noted  earlier  it  is  the  lower 
ability  students  who  more  frequently  choose  careers  in  tlaese  fields 
(except  for  engineering) , and  tliese  students  also  tend  to  be  low  or 
intermediate  in  SES.®® 


“Tlip  three  applied  fields  of  business,  education,  and  enfrineerinfc  alone  make  up  the 
major  Helds  of  about  half  of  all  college  students  •,  therefore,  the  much  lower  rate  of  plans 
for  graduate  school  “next  year”  by  this  group  must  greatly  depress  the  overall  rate  of 
graduate  study  for  all  students. 
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This  category  is  also  likely  to  contain  more  graduates  who  \vaiit  to 
get  some  practical  experience  before  attending  graduate  school.  But 
in  this  group  even  the  high  API  seniors,  especially  thr:  females,  show 
sharply  reduced  intentions  to  go  to  gi’aduate  school  “next  year.” 
"What  can  we  say  then  about  the  extent  of  talent  loss  for  graduate 
and  professional  study?  The  Project  Talent  data  revealed  that  about  4 
out  of  10  of  the  college  graduates  actually  had  begun  graduate  study 
within  a year  of  college  graduation.  How  many  more  of  these  will  also 
begin  graduate  study  we,  of  course,  do  not  yet  Imow.  About  3 out  of  10 
of  Davis’s  senioi'S  intended  to  enter  graduate  study  the  fall  after  their 
June  graduation,  with  45  percent  intending  on  advanced  study  later 
than  fall  1961,  for  a total  of  about  75  percent  of  the  June  1961  gradu- 
ates planning  advanced  study  at  some  time,  with  only  25  percent  never 
intending  to  go.  The  high  API  senior  men  (top  fitth)  are  the  most 
important  group  for  advanced  study  (Davis  feels  this  can  be  said 
without  endorsing  anti -feminism  or  intellectual  elitism).  Davis  there- 
fore selected  some  academic  fields  and  computed  the  percent  of  high 
API  men  who  expected  to  begin  advanced  study  in  these  fields  the  fall 
after  their  June  graduation. 


Percent 

Medicine 08 

Biological  sciences 02 

Physical  sciences 8G 

Humanities  80 

Social  sciences 7G 


There  is  not  much  talent  being  lost  in  medicine  and  the  sciences,  but 
the  humanities  are  losing  a fifth,  and  the  social  sciences  a fourth,  of 
their  most  able  graduates  who  do  not  intend  immediate  graduate  study. 
As  Davis  says,  the  figures  for  the  humanities  and  social  sciences  arc 
not  heartening,  but  they  are  not  shocking  either. 

Almost  85  percent  of  the  high  API  Jewish  male  seniors  in  Davis’s 
sur\’By  planned  immediate  graduate  study,  regardless  of  SES.  Davis 
suggests  that  this  figure  can  be  used  as  a norm  for  immediate  gradu- 
ate study  for  a highly  motivated  group,  and  this  norm  can  be  com- 
pared with  other  groups  of  college  seniors.  Among  the  87  percent  of 
liigh  API  male  seniors  who  were  not  Jewish,  plans  for  immediate 
graduate  study  varied  from  40  to  78  percent,  indicating  that  much 
improvement  could  be  made  in  attendance  at  gi*aduate  school  for  high 
ability  students  in  social  groups  of  reduced  motivation,  or  where  loca- 
tion (living  in  smaller  cities)  restricted  opportunity  for  graduate 
study.  “In  particular,”  Davis  notes,  “the  61  percent  attendance  expec- 
tations of  the  low  SES,  smaller  city  students  (who  constitute  22 
percent  of  the  high  API  arts  and  science  men)  are  disturbing.” 

By  examining  the  figures  given  for  the  lii^h  ability  quintile  in 
Table  19,  support  can  be  given  to  Davis’s  assertion  that  there  is  room 
for  improvement  in  attendance  at  graduate  school  for  high  ability 
stiidonts.  Table  19  shows  tliat  of  all  the  college  graduates  in  this 
coliort,  49.3  percent  (247,000),  or  about  half,  came  from  the  top  20 
percent  in  ability.  Of  this  group,  51.4  percent  (127,000)  were  both 
high  SES  and  high  ability,  thus  the  latter  students  made  up  one  out 
of  four  of  all  college  graduates.  This  pattern  of  high  ability  students, 
and  especially  high  ability,  high  SES  students,  dominating  the  iium- 
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bcr  of  college  graduates,  is  intensified  when  we  examine  those  who 
begin  advanced  study.  Of  the  latter,  57  percent  (123,000)  were  of  the 
bop  20  percent  in  ability,  ajid  more  than  half,  or  56  percent 
were  fmm  the  high  ab’ility  and  high  SES  groups,  making  up  about 
32  percent  of  all  entering  graduate  students.  This  is  not  to  criticize 
the  predominance  of  high  ability  students  entering  graduate  study, 
but  only  to  point  out  that  there  are  many  higher  ability  college  grad- 
uate.s  at  all  levels  of  SES  who  are  not  beginning  graduate  study 
within  one  year  of  college  graduation. 


VIII.  COLLEGE  ATCENDANCE  AND  ASPIRATIONS  BY 

NONWHITES 


Determining  the  probabilities  for  college  attendance  by  ‘^^ilitv  and 
socioeconomic  status  becomes  more  difficult  when  race  is  added  as  a 
variable.  Social  class  and  race  are  separate  variables  and  each  inde- 
pendently influences  educational  attainment.  For  the  total  jwpiilation, 
or  for  whites  only,  we  can  stratify  high  school  graduates  by  abilUy, 
SES,  and  cob  .">ge  entrance,  but  we  cannot  do  this  as  yet  for  nonwhites. 
Since  Negroes  make  up  only  5 to  6 percent  of  all  college  stiments,  any 
national  survey  of  college  students  will  not  show  enough  Negi'oes  to 
make  a meaningful  pattern  of  college  entrance  by  SES  and  ability. 
This  is  true  of  Project  Talent  or  any  of  the  other  large  scale  surveys 
that  has  come  to  our  attention.  Nonwhites  must  either  be  oyer- 
sampled  or  sampled  for  specifically  in  order  to  provide  sufficient  data 
for  cross-classihcation  by  ability  and  SES.®®  i . • a 

We  do  know  that  in  1967,  according  to  the  Current  Population  pur- 
vey of  the  D .S.  Buieau  of  the  Census,  nonwhi  tes  comprised  12.1  percent 
of  the  population,  Negroes  alone  making  up  11.1  percent  of  the  total 
population  (11.3  percent  of  the  population  18-'24:),  and  Negroes  com- 
prised 91.4  percent  of  nonwhites.  The  U.S.  Office  of  Education  suiwey 
of  ec[ual  educational  opportunity  in  1965  found  that  there  were  about 
250,000  non  white  college  students  comprising  5.8  percent  of  all  stu- 
dents. Negroes  made  up  about  207,000  of  those  non  white  studente  or 
5 percent.®^  In  the  fall  of  1967  there  were  about  245,000  Negro  students 
or  5 .2  percent  of  all  college  students.®® 

In  the  fall  of  1968,  our  most  recent  data,  84,000  Negro  freShmen 
entered  college  full-time.  (See  Talble  25.)  This  figure  was  about  5.7 
percent  of  all  entering  freshment  in  that  year.  About  43  percent  of 
these  freshmen  entered  predominantly  Negro  colleges,  and  this  prob- 
ably represents  a declining  share  of  students  for  tlie  Negro  colleges 
since  in  1950  aibout  60  percent  of  all  Negm  students  were  in  Negro 
colleges;  in  the  mid-1960’s  about  half  of  all  Negro  students  were  m 
these  colleges.  The  reasons  for  the  decline  are  various:  Negro  out- 


since  more  than  90  percent  of  nonwhltes  In  the  U.S.  arc  Negroes,  and  since  data  for 
>ther  nonwhltes  Is  even  scarcer,  this  discussion  Is  limited  to 

.Tames  Coleman  ct  al,  EouaUtp  of  Educattonal  Washington,  U.S.  Gov 

»rnmcnt  Printing  Office.  1906.  Hereafter  cited  as  the  Coleman  Report. 

“Compliance  survey  of  the  Office  of  Civil  Rights  of  the  U.S.  B^t.  of  Hc-alth.  Educatlo^^^ 
ind  Welfare,  1968.  For  an  evaluation  of  the  Coleman  data  see  Jencks  and  Rlesmnn. 
ioadcmic  Revolution,  p.  440.  It  seems  reasonable  to  apply  their 

)f  Civil  Rights  1967  survey  also.  .Toncks  and  Rlesman  estimate  that  Negroes  made  up  4 to 
5 percent  of  all  undergraduates  In  1960. 
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iiii^mlion  from  (lie  Smilli,  incrciiml  inlo^alion  of  f«iriiierly  nll-tvliilo 
^rowlli  of  I lie  (wo  year  callep^,  c(r..^*'  At  any  Xe^rroes  f4ill 
nKeiifl  college  in  the  Soulli,  liowevor;  llie  Coleman  UcikuI  foiiiii]  (lint 
IwrtTiil  of  nil  Xcgn>  college  tflmlciitH  in  tlie  Sou(ii  ami  tlii«  |>er- 
ceiilnge  jirobabl^*  luus  not  gone  down  vei^*  iiiiicli. 

Taiiu;  )iTt.—!){ittrihutUm  of  Segro  and  fton-\fpro  fntrring  frf  ^hmrfi,  hp  type  uf 

intititution.  Fall  fUOS 
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eodfttU 

tn^iliuiloiiii 
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..  21 
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T2 

}lKj  C 

TfilfcJ . ...  . 

zm.. 

* lhktMtit|<«rtN  «|'r  J trHlnrnlbHMl.V  Nret»  t'kJJi 

K<'*.IFrr  1 1 ilnla  lr***tt  Oir  Attirf  lrittl  0*utJfil  nti  l^ltlrnO'iM. 


Talilc  2r>  simws  llia(,  as  :ilrt*ndv  notivl,  ^*.7  pcr«vn(  (SJ/CfS)  of  all 
enleriiig  fulbtime  fivs!mv*n  in  fall  inos  wen*  Xcgi'o.  K«uiy*(lmH»  per- 
cent enleml  Xcgmcollegi's^nbnit  2il  |M‘r«‘enl  I wo  yeiiroolli^v,  tm<l  ‘M.1 
pcmml  foiir-vear  pivdoiiiinniilly  while  colleges  ami  univci>ilies.  The 
right  hnnd  side  of  the  Inhh*  shows  (lie  |H‘iceiiPige  of  Xegi^i  : lii«len(s  hy 
lypeof  inslilulion : I.I5  |H‘rcen(  of  lw«>»yenr  college  fiv.sliineji  lacing  Xe- 
gn>,niml  alK»n(  Oj>crcen(  Negro  in  (he  while  f«»ur-venr  colleger  niulnni- 
vcrsil  iws.  The  Xegro  c<»Ilcges  im%  of  coiirsi^  over wlielmingly  Xegrt),  hiit 
one  SiHiuUl  nolo Innt  (lu*  \H*tx*eu(ugv'  of  non-Negi'tv  student s entering  Ne- 
gro colleges  (O.C)  is  larger  limn  (he  iHwenlage  of  Negroes  (5.7)  enler- 
ingnll  iivslilnlions.^^^^The  former  sluuenisare  mostly  in  birder  slate  Xc- 


J.  Jnffi*.  WnlliT  AdittiK,  msl  StinUra  fj,  Xcffru  Jilffhrr  Xdnrtitfan  in  thr 

N>«  ^ork.  ItKW.  p,  8. 

•*Tlu»  dntn  In  TwiOm  io  2a  wm*  klhilljr  lo  mi»  l»,v  Or.  Knitrrt  Jlonirh  <tf  Ou» 

.^mrrlran  c'ounrU  on  ICducnllon.  The  <tAtn  yxn*  irnihrrH  in  frtll  ttms  tlirtKicIi  lie*  c*«inndrii 
NatlonHi  Norma  aurvay  nf  n aamnir  nf  rollt^iro  aiuOrniR  at  85S  Ihi^tUtitlona.  and  I a wrlutitiMl 
Ml  rt*>  In  Ik*  rd*t^(*oiatlvi*  (»f  nil  rittrHittf  fiilMInn*  fr<*i.lMHPH  f**r  tin*  y»*ttr  wllortwl.  Hih 
cmnidl  will  eittdl^li  tlilN  dnu  lo  Ita  rntirviy  In  a >*efr|fii  rr|>nri  ntt  “lllark  Sitidrni«'*,  .\nv 
liifrrrnrra  frHUii  till  a dntn.  Imwrvrf.  nfn  my  own  niid  kIumiM  not  Ik*  nttrllxittsl  to  tl»o  cNmiirtl. 
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is  a fjTyj«{*iicy  ilisfrilnilion  «»f  NV^^n'eiilcrin^  full- 
linm  at  all  inj^itiiliniis  o^li^l^<•r  tsluralion  »n  fall  IWH.  It  in 

nppamit  frrun  flu*  faMc  fbat  ni«w4  riollr^i^  an?!  univ«‘n<i!if«  have*  ver^* 
few  Ncjrrtf  fln«lcnls:  alxMif  half  of  all  instiftitions  have*  fnuu  <M  to  'J.tt 
|K»rfv^lt  Xc^ws  and  72  fiifrfvnl  have*  no  morv*  than  1.0  j^nvnt.  If  tin* 
prr^ilotuinanth*  NV;^r*  fNdIc*;r**t^  and  their  stn<lents  are  t*xeludc*<l  ilu*^i 
t!n*ro  iK  an  t'lvcra^f.  of  f0)1y  nlsiut  22  X«*frr<»  «*Jitennt:  f»x»dnrM*)j  ]H»r 
inst itnl^'^n— if  Xe^r^^?  fmshinen  wxv  divnh**!  up  eveitly  nnnnt);  iln* 
i?i-;  ihi*»,  of  i**^  nol  iho  raw*,  hut  h d<H**  |#<jint  out  that 

most  it^uitutioni*<i  anitot  havr  mam*  Xf*;in*  ^tn<h•^lh  then*  just  atx*  iio5 
that  niiiiiy  at  i»rvN*nl  emvdhnent  fnelK, 

If  tin*  nnmls*r  <»f  NV^r^i  <*4it<*tititj;  fmhinen  wetv  to  d<mhle--^and 
nxrJinlin^  tin*  Xe^fn»  ofdiop  s and  their  pivnent  tnnnlH*r  of  sludent> 
thiK  Ktil!  wouhl  onlv  pmvi<le  a!»<*ut  -14  Xr^ro  fiv^htnen,  on  the  avera^r^S 
|H*r  instituti(»n.*‘  lI^N<*$rrv>  ^tudnnts  wejx*  <n:>trihntoi|  amonj;  inMittit  jonn; 
a<votx|inti  to  the  pjH»jx^jth*n  <*f  tin*  hi};3n*r  fvlueation  enrollment 

|#ori4e  by  oa<h  in**4  it  niton  ^a^fain  evrlndin;;  the  Xe^rm  cvdle^r^  and 
their  Mtnlents),  eoUepejs  up  to  ^4nd^nt.s  tvould  liavc  only  aUmt 
1 Xe^rT't  Mndentx  rnnon;:  tneir  enlerin;:  fnei^htnen,  inMituthms  uitli 
5«t  entxdlmenl  of  1,<KK)  to  Mn<lent.i>  would  havt^  10  Xc;n^x\s 

ainon^  their  enterini:  fn*hJiinen,  tlntw  from  2,.VK)  to  would 

liavc  :io,  thoiijt*  fiom  r>^K)  to  wouM  have  70,  and  mstitutions 
from  lO/KKI  to  would  emtd!  131;  institutions  2th(Klo  fir  aUoe 

would  ha>t*  2*.U  Xej;;nM\s  an'ont;  their  enterinj;  frcslnnen.  Of  oourM% 
Xe^fo  stiidenlH  in  the  n^i;yn*^(e  do  not  diflrihiitc  thmselveis  nnion;: 
eollej^esand  universities  in  the  same  jnoiHirtions  as  white  sttnhuits,  Iml 
a^pt in  the  |/oint  is  dear:  it  is  impf^ssihle  for  most  ocdlegr^  and  uni- 
versities to  have  more  than  a handful  of  Xe^rro  Muoents,  a few 
can  have  many  ur  many  can  have  a few,  hut  the  limitations  of  miinhers 
will  prohibit  anything  elisi*.  Hut  what  do  wc  know  about  the  sorio- 
mnmmic  c4iaracierif*t  ICS  and  ability  <if  Xe^n)  stmhuits  now  in  colU*^*  if 
Kinnnrial  barriers  to  collep^  are.  consi«ierr.hly  greater  for  Xe/in'^*'^ 
The  li;niriw  Ixdow  compare  sindent  estimates  of  p.an*nfal  income  for 
Xe^ni  and  non  Xe;rto entering;  fn*slimen  in  fall  lUUS. 

TAftLE  2: 

I It)  ^rrs-wlj 
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•*  A*  win  ihowu  In  Ihc  fln«]  Miction  of  thii  pnefr,  douliHnc  Iho  mimhrf  of  Nnrro  frcNh* 
men.  nil  of  fall  IOCS,  would  (nine  tbcm  lo  about  th«  iirotKirilon  of  whlto  freahmen  In  th« 
populaUon. 
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riiCH*  s|H*.ik  for  jirncii!  of  Ni*;rro  student? 

Ii;i\  e parent nf  ineonitvs  of  less  thnii  wlien’ii^i  this  is  (nie  of  only 

M/J  jienvnJ  of  (lie  non-Ne^rt?  families ; *i7.r»  percent  of  (he 
Minlents  lunc  pamital  incomes  8S.fK)0  and  almve,  lm(  (his  is  (rue  of 
7<M  of  (he  noii‘Xe*rn)  families,  Iiiferriiifr  from  the  Ne^ro 

stitileiils  pnmifal  incomes,  one  woiihl  expect  these  students  lo  slmw 
mon*  comvrn  about  collep*  expenses,  and  to  he  more  ilependent  on  non- 
family  MUirces  f<jr  tinancial  aid,  This  is  imleed  the  rase?: 
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‘••iitif  c,'  \ ,.":4n  nu  IMuf',*  d>ll . 

The  Of’^’Upat io!is  <d  (he  fatieos*  of  \c;rr**  : (nih'ii1s  ar»*,  of  roiirs**, 
«on'-*»nant  uitii  th**ir  incoiiK*s:  only  ,*».s  pfocent  of  the  fatlu'is  are 
hn^inesMiien  compared  to  :»I.r»  percent  of  (hi*  non  Ne^oo  fathers. 
,\lthon;»)i  skille<|  worlnns  c<noipi*i^e  about  the  same  proportion  *>f  both 
;»roups,  Ne;:m  fathers  ^Innv  a much  hitrber  sliare  of  ,M»mi-skilh‘d 
\\oihm’‘^,  ls.7  pmcent,  nn^kilh‘<l  wankers.  I<»,a  peivent.and  niu‘mj)loy<*(| 
l.l  ]M*rt*(*ni.  t ban  do  the  iion*Ni‘m*^»  fathers  wlune  thc>e  pe:»vnta;:es  aia‘ 
re^j>e<  t i wly.  S/J,  :»..*»,  and  l,n.  \e;r|o  f:ttl»er>  abo  show  pmerally  lower 
jM*i‘vnlatr4‘s  ainon^  tlie  ]n*oft*s-i»ni^,  with  (lie  exceptions  of  f**iuhin;.'’ 
and  !hecler*;y, 

I'Mucatioiial  attainiinait  of  the  parents  of  N»‘^o*o  c»dletrc  students 
sliow‘^  imndi  ;:rcater  propoitious  *>f  "trrainmar  lehool  oi*  le^s**  and 
•‘^oiiie  hi^rh  sidiocd"  <*omt»ared  to  iion-Ne^o*o  parents,  and  much  lowjn* 
peic4*nta^n*s  of  lollem*  educated  parents,  Thb  is  hardly  surprisiu^^,  of 
i onre. 
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Hocansc  of  tlic  lack  of  a compn'lK'nsivo  slii»ly  of  a (’ohoi*t  of  Xo^ro 
s<’liool  sMidcnts  followed  into  I lie  |)osJ-lii;!’li  s<’liool  years,  we  can 
say  ver>*  litlle  about  eninmee  to  collect*,  by  ability,  for  Xejrro  lii;:b 
S4*liooi  «rra(luate«.  The  M*lf-nM)oile(l  bi^h  school  grades  of  Negro  en- 
fering  fiwhnien  collected  by  the  American  (‘ouncil  on  Kdneation  only 
])erntil  the  broad  gi'iierali/alion  that  the  X'egro  students  genendly 
show  lowei*  proportions  of  students,  coinpatvd  to  non>Xegro  students, 
in  the  A and  H raiigivs  and  higher  pn)portions  in  the  l\  minus,  C and 
I)  ningi‘S.  The  Negro  students,  however,  show  up  l)etter  in  high  scliool 
chi.ss  nink. 

Although  far  fewer  of  the  Xegro  students'  fathers  weit'  laisincss- 
meu  (o.S  percent  eompariHl  to  -ILo  pen*ent  for  the  non -Negro  snnlents) 
nioiv  of  tne.  Negro  students  wanted  touiajor  in  Imsiuess  ( iO.'t  percetit) 
than  did  the  non-Negro  students  percent).  Kdneation  a prob- 
able major  also  (daimed  moix'  Negro  fivshmen  than  non-Negnn's,  and 
the  combined  liehls  of  psycholog\*,sociolog'y,  and  anthropolog>*  showed 
twice  as  many  Xegr(K*s  as  non-Negr(H*s  in  probable  major  held.  Kngi- 
neeriug  was  the  thiril  largest  intended  major  held  for  non-Negroes 
(lO.l  peix'ent ) but  was  only  eighth  in  rank  for  Negroes.  Whether 
this  is  duo  to  a i*elative  lack  of  numoracy  hy  Negro  students,  or  to  a 
givater  inleivst  in  the  socdal  seicmces,  business,  and  ednealioii  is  not 
known,  biu  Negroes  intended  In  major  in  mathematics  and  statistics 
at  a rwtv  (d.T  j)ercenl ) not-  much  lower  than  the  non-Negro  students 
(4.0  |H‘n*ent).  AUogc'lber,  business,  education,  and  the  three  combined 
social  sciences  claimed  almost  half  ( IS.O  percent)  of  the  Negro  stu- 
dents for  probable  major  lields. 

The  Negro  stiuhmts  showed  a strong  desire  for  graduate  study.  Sig- 
nilicantly  fewer  Negro  fr<*sbinen  reported  a desire*  to  s(j)p  with  an 
ass(K‘iate  degree  (or  h*ss  than  four  years  of  eollegi*)  or  a bachelor  s 
degree  only.’'-  ^[oro  Negroes  than  noM-Nogr<oos  wanted  masters  and 
(Ux'.tors  degives  (Ph.I).  and  Kvl.D.)  than  did  mm-Negroes,  biet  fewer 
Negroes  desired  law  or  motlical  degrees.**'*  Similarly,  James  Davis,  iu 
bis  .study  of  the  graduate  sHiool  ))lansof  the  lOtll  college  .seniors,  buind 
that  the  Negro  seniors  j)lanned  immediate  graduate  study  at  about 
tlio  same  ntte  as  the  white  senioiv,  and  at  a liigher  rate  tlian  tlic  dis- 
advanlagod  white  senioi-s.  Almost  none  of  the  Negro  senicus  in  Davis' 
sample  i*epoi*ted  that  they  never  wanted  to  attend  graduate  school. 
The  Negro  seniors  also  reportetl  a much  higher  percentage  of  ex- 
ternal Ihnincial  ohstaolos  to  graduate  study  when  compared  with  the 
white  .senioi's  and  even  when  compared  with  the  low  SE5S  white  seniors. 
(Only  la  percent  of  the  Negro  seniors  were  from  high  SES  fainilie.s 
whoroa.s  o4 percent  of  the  white  sonioi*s  were.)*** 

Anyone  who  examines  the  likelihood  of  college  out  ranee  by  Negro 
high  .school  graduates  quickly  comes  upon  a paradf)x:  since  wc  know 
tliat  Nogt‘0  liigh  school  gt*adnatos  enter  college  at  a rate  of  at  least 

®“Kvlilent‘P  for  tlip  complptlon  of  colleRP  !i,v  NoRropH  Is  nvoii  tinnier  to  conn*  b.v  tlinn 
i‘ntrnncp,  but  Jencks*  nml  Rlpsnmn  state  tlint  **.  . . Nopro  mon  seoni  to  bi*  soinewlint  nion* 
likely  to  (Irop  out  of  PoUeRe  tlinn  white  mon.  wlillo  amouR  women  the  rates  uro  nbont  the 
anme  for  NoRroes  ami  whltps,”  (The  Academic  Revolution,  i>.  424.  f.n.)  JaflTo.  Adams  nml 
Meyern,  Xcflro  f/i<7licr  JBiliicnlion  in  flic  jn60^«.  pi>.  TMd.  feel  tbnt  the  mvmbor  of  Negro 
polieRe  RtiidentH  who  will  receive  the  bncliolor's  ileRToe  will  be  nbont  lO  to  HO  per  eon  t of 
those  who  beRln  coUpro.  This  IlRtiro  substantlnlly  aRreos,  I think,  with  Jencks  and  Ules* 
man,  nml  the  dropout  statlsllcs  I have  presented  earlier. 

“All  the  precedlnR  Is  nn)mb1Ishe<l  data  provided  by  the  .\merlcnii  Connell  on  Edncatlon. 

Davis,  Great  Afipirations,  pp,  21,  lOl-^lOd, 
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two-thirds  the  rate  of  white  high  school  gi*aduates,“  why  are  there  so 
few  Negro  college  students?  One  obvious  answer  is  the  lower  rate  of 
high  school  graduation.  Although  almost  ftll  white  and  Negi*o  children 
begin  high  school,  aI)ont  1 in  8 Negroes  who  i*each  the  twelfth  grade 
do  not  graduate,  but  this  is  true  for  only  1 in  16  whites.  Between  1052 
and  1062  whites  increased  their  high  school  graduation  nite  from  70 
to  70  |)ercent,  but  Negroes  only  increased  from  53  to  56  percent.®® 
Aspiration  to  college  by  Negroes  is  high,  and  motivation  for  college 
does  not,  on  the  surface  at  least,  appear  to  be  a problem,  As  James 
Coleman  observed;  “Negroes  arc  especially  strongly  oriented  toward 
the  school  as  a path  for  mobility.  This  finding  is  consistent  with  other 
research  that  has  shown  greater  aspirations  for  college  among  Negit)es 
than  ainorig  whites  of  comparable  economic  levels.”  Negroes  want  to 
excel  in  school  iiioi-e  than  any  other  ethnic  group.  When  asked 
whether  they  wanted  to  be  good  students,  more  than  half  of  the  Negro 
twelfth  grade  students — more  than  any  other  group — reported  that 
they  wanted  to  be  one  of  the  best  students  in  then*  class.  ^lore  Negroes 
than  whites  gave  this  answer  in  every  region  of  the  country  in  Cole- 
man s survey.  Negroes  also  reported  stucl}*ing  after  school  more  than 
any  other  ethnic  poup  except  the  Oriental  Americans,  and  Negroes 
much  less  often  than  whites  stayed  away  from  school  because  of  not 
wanting  to  come;  this  was  tnie  in  every  region.®® 

Jaffe  and  Adams  analyzed  1965-66  Census  data  and  largely  con- 
finned  Coleman’s  findings.  Negro  high  school  senioi*s  were  planning  on 
college  more  than  whites  and  they  reported  that  this  was  true  because 
Negro  girls  planned  on  college  much  more  often  than  did  white  girls.®® 
Baughman  and  Dahlstroin,  in  their  study  of  rural  childron  in  North 
Carolina,  found  that  the  Negro  eighth  graders  reported  much  more 
desire  to  go  to  college  than  did  the  white  eighth  graders,  (Parental 
attitudes,  as  reported  by  the  children,  showed  that  the  Negro  parents 
favored  college  for  their  children  slightly  more  than  white  parents,  but 
the  difTorpiice  was  notstatistically  significant.) 

There  is  considerable  evidence,  however,  that  Negroes  are  unable  to 
follow  through  and  attain  their  expectations.  Jane  and  Adams  ro- 


Adams,  and  Meyers,  Negro  Iligher  l^ducation  in  the  I960^»  (nn.  8 13)  state 

, A NcCToes  enter  eollepe  at  80  percent  of  the  white  rate.  This  flfftire  la  based  on  5 of  10 
white  hlRh  school  praduntes  entering  eollepe  and  4 of  10  Negroes.  The  white  rate  probably 
has  Increased  to  at  least  0 of  10  In  1D68-CD  (see  Section  0)  which  would  mean  that  Necroes 
are  beginning  college  at  two*thlrds  of  the  white  rate.  The  Negro  rate  Is  almost  certainly 
Increasing  however,  hut  Just  how  fast  In  not  certain.  It  would  be  reasonably  accurate  to 
Negroes  ultend  col  ege  nt  two-thlrds  to  80  percent  of  the  white  rate. 

w.Tnffe  and  Ad,ams,  American  Higher  Education  in  Transitions  an  unpublished  summary 
^port  of  research  In  progress  supported  by  the  U.S.  Office  of  Education.  January  IDGO. 
Hereafter  eltetl  as  Summary  Uenort”  Race  appears  to  be  unimportant  as  an  Intluence  on 
high  school  eompletlon  when  other  variables  have  been  controlled.  Ulue-eollar,  blg-eltv 
Negro  males  In  the  North  and  West,  and  blue-collar,  principally  small  town  and  rural 
Routhern  Nvhltes  bo^  have  unusually  hljjh  dropout  rates  from  high  school.  When  occupa- 
tlonal  level  (blue-eolhir*\vhIte-collar).  residence  (So nth -non -South),  and  religion  (Cntholle- 
A controlled  racial  dllTeronees  In  high  school  completion  largely  disappear. 
I Lewis  Uh  odes,  and  Robert  E.  Her  riot  t,  “School  Retention  by  Race, 

pp  llT  100  Status”,  In  The  Journal  of  //union  Resources,  Spring  1068, 

Baughniaii  and  Dahlstrom.  In  their  study  of  rural  white  and  Negro  children  In  North 
Carolina,  found  that  as  early  as  the  eighth  grade  many  white  boys  already  wanted  to  drop- 
out  of  school  as  soon  as  possible.  This  was  miielt  less  true  for  the  Negro  boys  and  the 
girls  nf  both  raew.  i^ee  E.  Earl  Baughman  and  W.  Grant  Dahlstrom.  Negro  and  White 
Children,  A Pagchologlcal  Study  in  the  Rural  South,  New  York.  1068.  pp.  431-435.  This 
Is  a thorough  and  comprehensive  study  of  all  children  from  kindergarten  age  through  the 
eighth  grade  In  one  rural  county  of  North  Carolina.  For  the  Negro  children  at  least  tills 

^ deQnable  population  available.  “ 

""  Coleman  Report,  p.  27^ 

M Jalfe  and  Adams,  “Summary  Report.”  The  Negro  and  white  boys  planned  on  college 
at  about  the  same  rate.  * 

Baughman  and  Dahlstrom,  Negro  and  White  Children,  p.  432. 
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ported  tlud*  Xe^rroes*  plans  for  eollep*  were  more  (eiil:nive  tinm  (hose 
of  tlie  wiiifes.”  roleniaii  l)elieved  that  Xe^ro  aspirations  were  nnrenl- 
istieally  hijrh,  aiul  lie  found  that  overall,  while  Xejrro  ami  white  hijrh 
school  senioi*s  were  planning  on  college  at  alH)iit  tlie  same  rate,  the 
whites  exeeetled  Xe^roes  on  definite  plans  for  I’olle^e,  hut.  the  Xe/rroi'S 
reported  jj;reater  mnuhors  of  probable  plans.''*  As  Coleman  has  sue- 
einetlv  ])Ut  it  ; • fewer  Xe^roes  have  definite  jilaiis  for  college,  but  fewer 
have  lie  finite  tihuis  not  to  attend’*.’^  Also,  as  Colemaifs  data  shows, 
fewer  of  the  Xi’^io  lii;ih  school  seniors  l eportod  that  tliev  lia<l  ever  read 
a eolle^^e  eatalo;(or  written  to  or  talked  to  a college  olficlal  about  ;roiiig 
to  eollc^iv^ 

'riie  parents  of  Xejrro  students  showed  more  interest  in  their  chil- 
dren's education  ami  had  higher  educntionnl  aspirations  for  their  chil- 
dren than  did  wliito  parents  of  the  same  economic  level.*^  The  parents 
of  Xepo  first  and  fifth  j^raders  in  Xew  York  were  reiiorted  as.sliowinjr 
percent  desiriiifr  eollece  attendance  for  their  children,  whereas  80 
percent  of  the  white  parents  reported  similarly.  The  coni])arison  was 
most  strikinjr  at  the  lowest  level  of  socioeconomic  status  w here  Ofi  per- 
cent of  the  Xe;ri*o  jiaivnts  wished  their  children  to  enter  colle^',  but 
only  70  percent  of  the  ecpii valent  wliite  parents  wanted  their  childreu 
to  attend  col  lege.*  ° 

Both  Negro  cliildreu  and  their  parents  hold  very  high  educational 
aspirations,  but  they  are  not  able  to  convert  tbeir  expectations  into 
iictnal  acliieveinont,  thus  only  about  84,000  Xegroes  entered  college 
in  fall  1068.  Even  so,  there  would  not  even  Ixj  as  many  as^  84,000 
X'egro  freshnieu  if  it  ^Yerc  not  for  tlic  existence  of  tlie  priilomiiiantly 
Xegro  colleges,  since  if  these  schools  did  not  exist  the  students  at  most 
of  them  probably  would  not  be  admitted  to  many  of  the  piedoini- 
iiantly  white  colleges  or  succeed  tliere  if  they  were  admitted.  As 
Jenclcs  and  Riesman  have  pointed  out,  the  aptitude  test  scores  of 
students  at  most  Negro  colleges  are  lower  than  the  scores  at  the  worst 
wdiitc  colleges  in  the  same  states.  These  authors  claim  tliat  “the  typical 
freshman  (lit  a Negro  college)  usually  performs  at  about  ninth-grade 
level  . . .”  and  that  “a  win  to  student  wnth  tlie  same  aptitude  as  tlie 
typical  Negro  college  entrant  1ms  only  about  one  clmnco  in  ten  of  enter- 
ing college  and  completing  his  freshinaii  year  in  good  academic  stand- 
ing”.’^ Bcreitcr  and  Engel inann  feel  that  the  educational  attainment 
level  of  entering  freshmen  at  the  Negro  colleges  is  tenth  grade  or 
below.’® 

My  purpose  is  not  to  criticize  the  Negro  colleges,  which  have  more 
than  enough  problems  as  it  is  for  these  colleges  have  long  provided 
a service  when  no  one  else  w’as  much  interested,  but  only  to  point  out 
that  were  it  not  for  the  Negro  colleges,  many  of  wliicli  take  .students  not 
likely  to  enter  or  succeed  at  other  colleges,  the  84,000  Negro  entering 

*‘Summnry  Iloport.” 

” Coleman  Ileport,  Table  3.13.7. 

Ts  Colcronn  Report,  p.  271). 

Coleman  Report,  Tables  3.13.8  and  3.13.0. 

Coleman  Report,  p.  302. 

w See  “Raee  and  Soeinl  Class  ns  Sepurnto  Fnetors  Related  to  Social  Environment"  In 
The  X>iflafinontttf7cd  Obi?(i,by  Martin  Deutscli  and  Associates.  New  York.  1007,  pp.  300-317. 
Further  evidence  of  the  very  high  academic  expectations  of  Nejfro  parents  for  their  children 
are  described  In  JnlTe  nnd  Adams,  ‘‘Summary  Report",  and  see  the  nrUcle  by  Irwin  Katz 
cited  below. 

^ Christopher  Jencka  and  David  Riesman,  The  Academic  Revolution.  New  York,  1008, 
pp.  428-431.  ^ 

”Carl  Berolter  nnd  Siegfried  Eugelrannn,  Tcachinp  Disadvantooed  Children  in  the 
PrcBohool,  Englewood  Cliffs,  N.J.,  1000,  p.  21. 
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fiv.^luiu'n  isu  lijrtirc  tliat  at  fii>»  ' . aiall,  but  is  actually,  in  some 

wavs.  Inr^o.'® 

At  ^rnuli*  twelve,  as  (‘ol  man  diM'ovtMvd.  tlie  averjijre  .stu- 

dent is  alM)Ut  ‘M/i  yea*  i behind  tlie  average  white  student  in  verbal 
ability.  .Vt  every  ^raue.  Xe^nK'.s  are.  about  c>ne  .‘^tandan!  deviation 
Indow  wiiites  in  (Hlucationnl  |K‘rfoniianee.^'‘  Heiviter  and  Kn^dmanii. 
judmii^  from  College  Kntranee  Examination  Hoard  scores  and  other 
evidence,  .sav  that  amon^  the  mom  seriously  disadvantaged  j^mnps, 
sneh  as  southern  Negroes,  the  averajre  lii/^li  school  jrradnatc  has  about 
a sc'venth  or  eighth  grade  level  of  achievement  m basic  sni)jects.’** 
"1  he  Odlego  Hoards  Scholastic  Aptitude  lest.  (SAT)  verbal  mean 
.s('ore  for  all  high  school  seniors  is  altont  dTo,  but  only  11.5  peiveiit 
of  Negro  seniors  wonld  .score  at  or  almve  .'575,  and  it  has  lx»eji  estimated 
that  10  or  at  most  15  percent  of  Negro  high  school  seniors  would 
score  400  or  more  on  the  SAT- verbal,  on  a scale  of  200  to  ^ioo.  Only 
1 or  2 percent  of  Nogix)  seniors  would  l>e  likely  to  score  500  or  more 
on  t)ii.s  test.,  Compared  to  white  twelfth  graders,  Negro  seniors  score 
1.2  standard  deviations  lower  on  the  SAT-verbal.*=  There  are  pmh- 
ably  only  al)ont  5,000  Negro  high  school  graduates  in  1068  who  would 
meet  the  entrance  criteria  of  selective  colleges  under  color-blind  admis- 
sions. Hy  selective  is  meant  those  who  scorn  550  or  more  on  the  SAT- 
verbal,  with  B or  I>otter  high  school  grades,  and  who  would  be  ex- 
pected to  achieve  C minus  or  better  grades  in  a selective  college.®^ 

Clark  and  Plotidn,  however,  have  argued  that  SAT  and  similar 
aptitude  test  scores  “do  not  predict  the  college  success  of  Negro  stu- 
dents in  the  same  way  they  do  for  whites.”  These  authors  cite  the 
performance  of  a group  of  Negro  students  wlio  generally  scored  low 
on  the  SAT  yet  who  performed  in  college  more  successfully  than  the 
white  students  at  these  (integrated)  colleges.®*  There  is  extensive  and 
very  careful  evidence  accumnlated,  liowever,  to  show  that  the  SAT 
ana  similar  teste  predict  Negro  students’  grades  in  Negro  and  inte- 
pratod  colleges  just  as  well  as  they  predict  for  white  students.®®  Cleary, 
in  checking  Clark’s  and  Plotkin’s  data  at  three  of  the  integrated  col- 
leg^  in  their  sample,  found  that  the  college  grades  of  Negroes  and 
whites  were  predicted  about  equally  well  in  two  of  the  colleges,  and 
in  the  third  college  the  Negro  students’  grades  were  lower  than 
predicted.®® 


1 two-year  coIIokch  with  tUclr  open  door  policy  would  of  course  take  these  studentH, 

but  these  coHcKeR  arc  not  .vet  widespread  in  the  South,  and  southern  Nesro  studentH  seem 
to  he  reluctant  to  enter  them  nnywny ; see  Jencks  and  RIesman,  p.  423.  There  Is  some 
evidence  that  two-year  colleges  nro  not  attraenve  to  Negroes  In  northern  cities  cither:  for 
exnmple  the  new  four-yenr  public  Federal  City  College  In  Washington  received  C,000 
npnUcntlons.  but  the  emially  new  public  two  year  Wnshlnirton  Technical  Institute  received 
mu*'*  nnpl  lent  Ions  Roth  these  Institutions  have  almost  entirely  Negro  student  bodies. 
Ihe  City  University  of  New  York  has  decided  to  establish  a four-year  college  (whloli  wlli 
nave  some  two-year  programs)  rather  than  a two-year  college  in  the  largely  Negro  Bedford- 
Stuyvesant  area  of  Brooklyn.  ** 

***  Coleman  Report,  p.  273. 

**  Bereltcr  and  Engel  man.  Teaching  Disadvantaged  Children,  p.  0. 

’‘The  Coming  Segregation  of  Our  Selective  Colleges”,  In  The 
Cotlcffc  Board  Jtcvlcio,  Winter  1007-08,  pp.  G-l.S. 

'^■’Thls  is  an  estimate  from  data  provUle<l  In  Kendrick’s  article. 

**  Kenneth  B.  Clark  and  Lawrence  Plotkln,  The  Negro  Student  at  Integrated  Colleges, 
Now  lork.  1003,  As  Kendrick  has  pointed  out,  however,  Clark’s  iind  Piotkin’s  “dacii  do  not 
dlstinguisU  among  students  attending  very  selective  nnd  unsclectUc  institutions,  and  It 
Is  Imposslblo  to  tell  whether  the  students  did  or  did  not  do  Just  what  would  have  been 
expected  o;f  nny  students  at  the  particular  colleges  attended”. 

“ See  Jvdi^  C.  Stanley  nnd  Andrew  C.  Porter.  "Correlation  of  Scholastic  Aptitude  Test 
Scores  with  College  Grades  for  Negroes  versus  Whites”,  Journal  of  Bdueational  Measure- 
ment,  Wlnttcr  1007,  pp.  100-218.  Also  sec  Kendriek. 

“T,  Anne  Cleary  “Test  Bins;  Prediction  of  Grades  of  Negro  nnd  White  Students  In 
Integrated  Colleges  Journal  of  Dducatiottal  Measurement,  Summer  1008,  pp.  116-124. 
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Why,  (hen,  do  Negroes  hold  such  hijrh  ctlucatioiinl  aspirations  when 
these  aspirations  seem  to  ]h\  so  unrealistic?  One  answer  appears  to  be 
the  fact  of  racial  isolation  itself.*^' 

In  their  comprehensivo  study  of  rural  Negro  and  white  childrou  in 
North  Carolina,  Haughman  and  Dahlstroiii  found  (hat  the  Negro  chil- 
dren in  the  eighth  grade  had  ]>ositivc  self-concepts  and  these  were 
rcllectod  in  their  very  high  educational  aspirations.  (The  white  chil- 
dren had  slightly  less  positive  views  of  themselves,  but  they  <lid  not 
aspire  to  go  to  college  nearly  us  niuch.)^’^  The  anthoi^  believe  (hat 
the  Negro  cliildrcivs  aspiratiims  were  not  set  without  reference  to  their 
own  experiences.  The  Negro  children  who  aspired  to  college  had  sig- 
nificantly liigher  IQ\s  and  achievement  test  scores  relative  to  their 
own  group.  (The  schools  in  this  study  were  still  largely  segregated  by 
race  in  1961-1001:  when  most  of  the  data  was  nccuinulatccC)  Many  of 
these  children  had  achieved  relative  success  compared  to  their  peers 
in  class  and  these  successes  appear  to  have  generated  self-esteem. 
Within  race,  the  children  who  aspire<l  to  college  showed  significantly 
luglier  scores  on  tlie  Stanford-Binet  IQ  Test  and  the  Stanford  Achieve- 
ment Test  than  those  who  did  not  want  to  go  l^yond  high  school;  but 
the  differences  between  races  of  those  who  aspired  to  college  were  just 
ns  pronounced.  As  these  authors  point  out,  an  IQ  of  95  may  not  seem 
to  1)0  modest  if  a child  is  competing  against  children  wliose  average 
ability  level  is  much  lower,  ana  as  a result  such  a cliild  may  hold  un- 
realistic educational  ambitions.*®  As  Irwin  Katz  has  suggested,  . 
in  predominantly  Negro  schools  where  low  attainment  levels  prevail, 
most  pupils  should  largely  incapable  in  the  absence  of  external 
cues  of  realistic  self-appraisal  . . . 

Table  30. — iStan/onf*Btnei  /Q’s  ami  Stanford  achiivtmeni  tut  «cores  of  8iK-^grade 
children  with  £ different  levels  of  educational  aspiration 


Oroup  and  educational  goal 


Mean  S-H 
IQ 


Mean  8A.T 
(gnide 
eaulTalont) 


White  boys: 

High  school.. 
CoUew...... 

White  glrb: 
lllfh  scliool.. 

ColleKo 

Negro  boys: 

Hteh  school.. 

Conege 

Negro  girls; 
lllxh  school.. 
College 


89.6 

6.3 

122.6 

9.0 

90.7 

7.6 

107.4 

9.2 

79.0 

4.9 

90.0 

0.3 

80.1 

5.5 

87.6 

6.6 

Note.— N equals  225. 

Source:  Adapted  from  Baughman  and  Dahlstrom,  Nepro  and  White  Children,  table  10.14. 


vr  ndu cation  nnpeara  to  be  tho  most  important  determinant  of  prestige  among  Negroes, 
more  so  than  either  occupation  or  Income  or  anything  else.  Among  whites,  however,  occu- 
p.ntion  and  Income  appear  to  be  at  least  as  important  as  education  and  pcrhnpa  more  bo. 
A college  degree  brlng»  a larger  Increment  of  occupational  prestige  to  Negroes  than  to 
wliites  even  thougli,  in  general,  Negro  college  graduates  have  had  a lower  occupational 
RtatUK  than  white  college  graduates.  See  Norval  D.  Glenn,  "Negro  Prestige  Criteria : A 
Case  Study  in  the  Bases  of  Prestige,"  The  American  Journal  of  Socioloui/,  May  10n:i, 
pp.  n4.'»-0.'>7. 

“Ncoro  and  White  OhMdrenf  pp.  443.  440.  Self*concept  wna  determined  by  asking  the 
child  about  the  happiness  of  his  homclife  coniimrcd  to  others  and  how  sntlsflcd  the  child 
was  with  hlniRclf. 

» Nepro  ond  White  ChiUlrcn,  pp.  440-447.  ^ 

M Irwin  Katz,  "Anidemio  Motivation  and  Kqunl  Edueatlonal  Opportunity",  Ifarvard 
Educational  Review,  Winter  1068,  pp.  57-65, 
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Tiil)K*  .'5(L  Juln]>te(J  from  linuglinian’s  and  Dnlilstroin\s  Ncffro  and 
White  Children^  il  Inst  nit  es  the  validity  of  Kat.//s  hypothesis.  Note 
that  the  IQ  scores  of  the  white  cliildreu  who  do  not  aspire  to  collejjc 
a IV  low.  hut  they  are  about  the  same  as  the  Negro  eliildivn  who  want  to 
^o  to  college.  The  achievenient  test  scores  for  the  Negro  children  aspir- 
ing to  college  are  about  two  and  a half  years  below  the  grade  equiva- 
lents for  the  wliite  children  who  wish  to  attend  college. 

The  positive  self-concept  of  the  southern  rural  children  in  Ihiiigh- 
niairs  and  Dahlstronrs  si  inly  is  not  limited  to  rural  or  .southern  dis- 
advantaged ehildron.  Soares  and  Soares  have  recently  doinonst rated 
that  a group  of  disadvantaged  childivn  in  a northern  industrial  city 
(apparently  Hriilgeport,  Conn.),  who  were  largely  Negro  and  Puerto 
Iticaii  and  attomlod  a neighhorhood,  de  facto  segregated  school  (one- 
Ihird  white  disjulvaiitaged),  had  positive  .self-perceptions  that  were 
at  least  a.s  high  as  the  children  attending  a largely  white  (90  percent) 
.school  ill  the  same  city  who  were  middle-class.®^ 

Disadvantaged  children,  therefore,  whether  northern  or  sontlicrn, 
urban  or  riirab  do  not  neco.s.sarily  have  low  self-esteem  or  a jioor  .sense 
of  personal  worth.  They  do  not,  conscionsly  at  least,  feel  deprived, 
even  when  segregated.  As  Ivatx  has  pointed  out,  it  may  well  be  due  to 
segregation  that  they  have  a sound  self-concept  since  these  childivn 
lack  e.xtcriial  yard.sticks  to  compare  theni.selvcs,  and  tlius  they  arc 
not  nwaiv  of  their  low  educational  attahinient.  The  relatively  sncce.ss- 
fnl  Xegm  children,  as  Pauglnnau  and  Dahlntroin  have  shown,  held 
educational  aspirations  that  arc  unrealistic  compared  to  objective 
standards.  The  paivnhs  of  tho.sc  children,  as  seen  above,  tend  to  have 
very  high  educational  lio|)es  for  their  children,  also  leading  the  chil- 
divn to  aspire  to  scholastic  excellence  and  college.  Why  then  do  so 
few  of  these  children  succeed  in  high  school  and  enter  college Why  do 
so  iiiaiiv  of  these  cjiilrcii  fall  along  the  ^^'ay  and  become  unable  to  attain 
their  Ingb  arpirati»)iis? 

One  very  iiii])ortant  roa.son  may  be  that  while  con.se  ion  sly  the  Negro 
ehildron  i(o  not  feel  deprived,  and  have  somid  self-concepts,  uncon- 
sciously they  may  have  a distorted  view  of  themselves.  The  authors  of 
Negro  niul  White  Ohihlren  woiidcivd  if  the  prononneed  discre]^aucies 
between  llie  abilities  and  achievement  of  the  Negro  children  and  their 
stated  educational  goals  wore  rofloctinc  serious  distortions  of  sclf- 
])orcoption  and  insight.  Since  all  the  eighth  grade  children  were  given 
the  Nlinncsota  Mnltiphasic  Personality  Inventory  (MMPI)  we  can 
gain  insight  into  the  minds  and  emotions  of  these  cliildreu  in  a way 
that  is  not  po.ssiblc  with  Coleman’s  survey. 

The  evidence  acquired  by  use  of  the  MMPI  indicated  a considerable 
degree  of  emotional  disturbance  in  the  Negro  children,  particularly 


AntUony  T.  Sonres  and  I^uIro  M.  Soiires,  '’Self-Perceptions  of  Cultnrnlly  DlsndVnntnged 
Children".  Amcrienn  llcaearch  JoxmuiX.  Jnnnnry  1901),  pp.  31-45. 

I iRDOre  hero  nny  question  of  qunllty  of  schooling,  not  because  schools  are  unimportant, 
but  because  they  mny  be  less  important  than  family  and  other  environmental  factors.  See 
footnote  04. 
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tim  In  the  Negro  children  described  themselves, 

111  rough  their  MM  PI  jiroliles,  in  terms  of  estrungenient  jind  cynicism; 
estranged  been  use  the  fntiire  to  them  seemed  hopeless  and  they  believed 
they  would  get  ii  raw  deal  from  life;  cyiiieul  because,  for  examjde,  they 
felt  that  people  would  nsnally  lie  to  get  ahead.  The  Negro  children, 
compared  to  the  white,  showed  less  optimism  or  less  expectation  of  suc- 
cessful outcomes  to  their  undertakings.  The  Negro  boys  in  particular 
were  likely  to  exhibit  poor  morale  and  a pessimistic  outlook. 

This  sense  of  estrangement  and  cynicism  is  very  similar  to  one  of  tlic 
three  attitiidinal  variables  measured  by  Coleman,  who  also  attempted 
to  relate  them  to  scholastic  achievement.  Coleman  found  that  of  the 
three  attitudinal  variables  used  in  his  survey  (self-concept  as  regards 
ability,  interest  in  school  work,  and  sense  of  control  of  environment- — 
for  control  of  own  mvards),  sense  of  control  of  environment  was  the 
most  important  for  disadvantaged  children  and  the  most  related  to 
school  achievement.  If  the  children  believed  tliey  could  influence  their 
environment  so  that  it  would  respond  to  tlieir  own  efforts  they  were 
much  more  likely  to  succeed  in  school,  but  if  they  felt  the  environment 
was  immovable  and  their  own  efforts  could  not  affect  it,  then,  they  were 
loss  likely  to  achieve  in  school,®* 

The  Negro  children  studied  by  Baugh  man  and  DaJilstroin  with  the 
MMPI  also  had  many  problems  of  identity,  personal  and  social  aliena- 
tion, and,  at  bottom,  had  doubts  about  their  own  worth  and  competence. 
The  Negro  children,  however,  had  higher  scores  on  the  MMPI  ni  their 
iivtellectual  and  cultural  interests  compared  to  the  white  children,  and 
this  result  agrees  with  the  strong  educational  aspirations  of  these  chil- 
dren as  already  described.  By  tiie  time  the  cliildren  had  reached  the 
eighth  grade,  the  authoi*s  point  out,  their  self-reports  tUrouirh  the 
MMPI  already  show  the  kinds  of  attitudes,  beliefs,  and  self-per- 
ceptions that  differentiate  Negro  and  white  adults.®^  This  conclusion  is 
borne  out  by  a study  of  a group  of  Negro  and  white  adults  in  a central 
Florida  city  where  about  two-tliirds  of  the  Negro  adults  wei*e  found  to 
be  alienated  and  estranged,  but  most  of  the  whites  were  not.  Mor  e than 
half  of  the  Negroes,  but  only  16  percent  of  the  whites,  had  a sense  of 
norndessness:  a feeling  of  cynicism,  pessimism,  with  perceived  coii- 


“Tlip  MMPI  findings  Indlrntod  that,  ns  n group,  tlic  children  of  both  races  showed 
poor  control,  impulslvenoss.  lack  of  solf-confidonco.  insecurity,  alienation  and  crisis  in 
personal  identity.  But  the  Negro  children,  especinliy  the  boys,  sho^v(>d  these  traits  to  a 
murli  greater  degree.  Also,  most  of  the  children  in  this  study  are  lower  class,  ntul  lower 
elnsK  children  in  general  show  more  disturbance  on  the  MMPI  than  middle  and  upper 
elnss  children.  See  chapter  11  of  Oie  book.  Arthur  Jenson  believes  that  emotional  dis- 
turlvnncps  combi  neU  with  severe  environmental  dlsndvnntnges  best  exp!  a I ns  the  “Imlge'* 
in  the  TU  to  !)0  range  of  the  IQ  dlstrihntion  In  the  population.  Mild  siiluionimlity  in  IQ 
(70  to  DO)  “is  virtually  confined  to  the  lower  social  classes**  according  to  Jensen.  Ills 
conclusions  supimrt  Hiiughman*s  and  Dnhlstrom's  findings  with  the  MMPI  and  the 
Stnnford-Blnet  IQ  test  for  the  Negro  children.  Sec  Arthur  K.  Jensen,  “How  Much  Can 
We  Boost  IQ  and  Scholastic  Achievement?’*  in  The  i/aruard  /^Educational  Review^  Winter 
IDflD.  p.  27. 

•‘The  importance  of  these  attitudinal  factors  should  not  be  underfcstlmnte<l : Coleman 
found  that  these  three  attitudes  showed  the  greatest  relation  to  achievement,  at  grades 
0,  0.  and  12,  of  all  the  variables  measured  in  his  survey,  including  all  measures  of  family 
background  and  nil  school  variables.  See  pp.  .110  to  22.*)  of  the  Coleman  Report. 

•®Sec  chapter  11  of  Xcffro  find  White  Children  for  the  discussion  of  the  eighth  grade 
children  as  assessed  by  the  MMPI. 
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flicts  between  success  goals  and  ethical  means  of  obtaining  them.°°  I 
find  these  observations  supportive  of  the  results  of  Coleman  and 
Baughman  and  Dahlstrom. 

Why  did  the  emotional  disturbances  of  the  Negro  children,  partic- 
ularl}^  the  boys,  which  were  so  pronounced  on  the  MMPI,  not  show  up 
in  the  children’s  behavior'^  Bauglunan  and  Dahlstrom  believe  that  thep 
was  underlying  disturbance,  but  that  the  relatively  stressless  and  placid 
life  in  “Millfield”  does  not  reveal  the  underlying  pathology.  If  the  chil- 
dren were  transplanted  to  a more  complex  environment — a large  city — 
then  “oveit  behavior  pathology  among  them  would  become  much  more 
prevalent . . Indeecl,  the  authoi*s  cite  some  evidence  that  this  is  true.°^ 

The  sources  of  this  disturbance  doubtless  are  multiple  and  complex. 
It  is  true  that  the  Negroes  showed  more  disturbance  on  the  MMPI, 
and  the  Negro  boys  much  more,  but  the  environmental  pressures  on 
Negroes  aie  more  intense,  and  boys  are  known  to  be  more  sensitive 
to  the  environment  than  girls.°® 

Irwin  Katz  has  hypothesized  that  the  high  levels  of  anxiety  he  has 
found  in  Negro  school  boys  are  often  induced  by  their  parents.  Early 
results  of  Katz’s  investigations  have  so  far  borne  out  his  hypothesis. 
Katz’s  study  of  Negro  boys  in  a northern  city  point  to  the  very  high 
demands  made  by  Negro  parents  for  academic  achievement  as  an  im- 
portant source  of  anxiety  in  these  children.®®  The  high  educational 
aspirations  of  Negro  parents  for  their  children  are  often  in  the  nature 
of  wishful  fantasies,  in  the  sense  that  the  parents  do  not  know  how  to 
implement  their  aspirations  for  their  children — unlike  many  middle- 
class  families.  But  these  aspirations  have  consequences  in  that  they 
are  conveyed  to  the  boy  as  expectations  he  is  supposed  to  fulfill. 

Katz  believes  that  the  “typical”  lower  class  Negro  mother  tries  to 
socialize  her  child  for  scholastic  achievement  mostly  by  establishing 
rules  about  class  conduct  and  punishment  for  transgressions,^®^  but  the 


w Russell  Middleton.  “Allenntlon,  Race,  and  Education”,  American  Sociological  Review, 
December  1963.  pp.  973-977, 

See  pp.  409-470  of  Negro  and  White  Children. 
wSee  Jensen.  ‘‘How  Much  Can  We  Boost  IQ  and  Scholastic  Achievement?”,  p.  32,  citing 
the  work  of  Nancy  Bnyley.  . . 

“Irwin  Katz.  ‘‘Academic  Motivation  and  Emial  Educational  Opportunity’,  Harvard 
Educational  Review^  Winter  1068.  pp.  57-0.’i.  Earlv  in  his  researches.  Katz  discovered 
that  the  Negro  girls  showed  less  Indications  of  anxiety  and  he  temporarily  dropped  them 
from  his  investigations. 

JooFor  further  evidence  that  the  high  educational  hopes  of  the  parents  of  urban  Rbetto 
children  aro  often  in  the  nature  of  fantasy,  see : Suzanne  Keller.  ‘‘The  Social  World  of  the 
Urban  Slum  Child : Somo  Early  Findings,”  American  Journal  of  Orthopsychiatry,  October 
1903,  pp.  82.3-831. 

Both  Negro  and  white  working  class  mothers  of  grade  school  children  have  been  found 
to  prefer  an  authoritarian  teaching  style  in  school.  The  mothers  preferred  a teacher  who 
was  most  concerned  with  emphasizing  adult  autliorlty,  maintaining  discipline,  and  seeing 
that  the  children  worked  hard  and  followed  directions.  Any  deviance  In  this  preference 
tended  to  bo  In  the  direction  of  content-'orlentcd  teaching  but  still  with  an  authoritarian 
style.  Middlcclass  mothers,  however,  tended  to  prefer  a permissive  teacher  who  made 
the  classroom  Interesting  and  who  encouraged  the  children  to  be  creativo  and  figure  things 
out  for  themselves.  See  Sam  D.  Sicber  and  David  R.  Wilder.  “Teaching  Styles:  Parental 
Preferences  and  Professional  Role  Definitions,”  Sociology  of  Education,  Fall  1967,  pp. 
302-315.  Working  class  parents  place  far  greater  stress  on  obedience  and  on  conformity 
to  external  proscriptions  by  their  children  than  do  middle  class  parents  who  place  more 
Importance  on  sclr-dlrectlon.  These  dlfferencca  lu  parent-child  relationships  apparently 
orlgtnntc  In  the  occupational  differences  between  the  working  and  middle  classes.  See 
Melvin  D.  Kohn,  ‘‘Social  Class  and  Parent-Child  Relationships : An  Interpretation.”  The 
American  Journal  of  Sociology*  January  1963,  pp.  471-480. 
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mother  is  not  sufEciently  able  to  ^‘guicle  and  encourage  her  child’s 
eiforts  at  verbal-symbolic  mastery.”  The  child  has  internalized  the 
values  and  goals  of  academic  achievement  and  interest  but  he  has  not 
internalized  “the  behavioral  mechanisms  requisite  for  attaining  them”. 
The  child’s  inability  to  attain  his  internalized  scholastic  values  and 
goals  cx2)lains  why  the  low-achieving  Negro  bo}'S  are  so  anxious  and 
critical  of  their  own  efforts  rather  than  easily  satisfied  or  not  caring. 

In  order  to  reduce  the  anxiety  brought  about  by  his  predicament  the 
child  becomes  self-critical  and  self-discouraging.  As  a way  out  of  his 
dilemma  the  child  is  “socialized  to  self-impose  failurej”he  internalizes 
self -discouragement  as  a means  of  reducing  stress  caused  by  inability 
to  satisfy  high  academic  goals.  The  stress  is  increased , according  to 
Katz,  by  rhe^  low  rewardingness  and  puiiitiveness  from  tlie  parents 
who  socialized  the  boys  toward  those  goals  in  the  first  place,  but  are  not 
able  to  help  him  attain  them. 

As  we  have  seen,  the  Negro  children  and  parents  in  Baughman’s 
and  Dahl  Strom’s  “Mill  field”  had  unrealistically  high  educational  aspi- 
rations, considering  the  academic  retardation,  of  these  children,  llie 
degree  of  disturbance  exhibited  by  the  Negro  boys  on  the  seems 

to  have  been  caused  in  pait  by  the  anxiety  and  stress  brought  about  by 
holding  liigh  academic  goals  and  high  educational  interest  (also  evi- 
dent on  the  MMPI)  but  an  inability  to  attain  these  goals.  Katz,  there- 
fore, has  proposed  a “substitute-value”  hypothesis:  “When  high 
standards  are  adopted,  but  not  the  bah  a vi  oral  mechanisms  necessary 
for  attainment,  the  relationship  between  verbal  expressions  of  the 
standards  and  actual  performance  will  tend  to  be  an  inverse  one.”  This 
hypothesis  seems  likely  to  be  a major  reason  why  more  Negroes  are  not 
able  to  succeed  in  school  and  enter  college.  This  hypothesis  also  helps 
us  to  understand  why  there  is  such  a large  gap  between  aspirations 
and  achievement. 

There  is  still  the  question  of  whetlier  we  can  actually  attain  true 
equality  of  educational  oppoi*tunity,  and  how  close  we  may  already  be 
to  it. 


IX.  IS  OPPORTUNITY  FOR  HIGHER  EDUCATION 
INCREASING? 

As  described  in  section  3,  the  Pi*oject  Talent  data  showed  us  that 
about  4 ill  10  high  .scliool  graduates  entered  college  in  the  year  they 
completed  high  school,  and  about  5 in  10  will  have  entered  college 
within  5 years  of  high  school.  Other  studies  of  enrollment  trends  wei*e 
cited  to  show  that  this  pattern  has  been  true  for  a long  time.  The 
growth  of  the  two-year  colleges  has" altered  this  pattern  in  very  recent 
years. 


^“>Bnuffhmnn  and  Dnhlstrom,  Negro  ond  White  Children*  pp.  209  and  402,  deserffao  the 
spontaneous  comment  made  by  n Nej?ro  mother  to  one  of  their  field  workers ! “«he  did 
not  know  how  to  rend  to  her  child  until  she  saw  one  of  our  staff  members  doing  this.” 
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\\a  reali/.e  (hnt  mof-t  stmlciits  ontfr  two-voar  collo^os  intending  to  jro 
on  it)  t Ii(*  l>a<’lirlf>r  N 

Tims  tilt*  tuo  ycar  ftillc/rcs  lia\t*  in  p*ttiii;:  |iro|K»rti<»ji;illy 

mon^  .‘*1  ml  fills  into  rolU*;^*  Imf  tlioy  have  not.  imTojiMMl  tlic  ]tro]iorlion 
fa  ruin;:  a l»:u’bfIorV  ilf;:iff.  Wluai  aliility  ;U!<I  s<iciiHH*onoiiii<*  status 
ar<*  ronl rollfi],  nifu  wlm  (*nlfr  two  yfjir  cu)llr;rt.s  .j|i«  ||.jlf 

a*"  lilifly  lo  v,  in  a harln  lor's  <If;rnv  as  an*  (sjuivalfiil  men  vim  (*ntfr 
fonr  vfar  roilf;:c.s.  For  1k»i1i  lufii  ami  wonifii,  an<l  f<»nsi<lfriiiir  only 
tlif  top  JO  iH’Tfvnt  in  alniitv,  tlif  |»TojK»r’tion  of  (vo*yfar  ccillfp*  fii- 
tr.inls  wlio  n.i\f  attainfd  a l*ar]ifl<»r*s  dfpTts*  is  Irss  than  lialf  tnat  of 
tlmsi*  slmlfiits  of  tlif  saim*  alnlity  who  fnlfrisj  f<nir*y<*ar  ojillf^^fs 
Thfn*fon*.  whilf  thf  two  y<  ar  ool)f;:^<*s  iiavf  infrfa'^<f*d  thj«  rhaiji(*s  f<»r 
r<dh*;*<*  i-nUMiM'f,  ami  tlicy  ]ia\f  Ikvji  imov  sijcffswfnl  in  p’ttii;^  I<»w 
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i•)ll•lltl|lll•ll1  fljfiH'i'*  :ii1>n*i>)i1<>fl  i»Mt*hor  1)1  MiW'Ottti  4i  «fliir«  Iltn1  llti'I'r  1ni*  Ihm'H  » rr|l  Jlll  lf  I'ltiiil^'f 
l»i  Oi*Jn|‘ii|tiiH  lultf  Ilf  7*i»*fliHm|t  ^)i4  «i|)t1ii»)iiikVti«  1)1  llir  f'iU  M j i»nf  rutlnl^H*  HiHiJl  hti4 

ni*is  Till*  Mi*ii'i‘*l*  Hin1  rMttl’Ii’*  ti1>«4i*H|i11o)l>  ♦rPi‘  iint  4?i*lii*l'*1l^  Iflli*  Inf  *J1  (■i»))l)hili)t11  J 
I’MlU'ti’tt*  1|t  <'*iltoriO*  Ilf  li'iir  *1  llitif  illMiit  *|i4  llfiil  111*  i‘i1.«t)(t  itf  1f'*iiiiti>f  111 

lilt*  *(iiii*  I'litiiipit*  *it(l  It )tM'iti'*H ji  iii'fiu**  i*iiiii^iii*n it^  1 «'ii  ,i*i)in'i<  I*  j^)ii*il 

aiii'  :)»f<Mlii>1>i  IM  lit*  <11  Ml  ivftfiifMit^  f |-i'*lilli|i  )i  111  * < "iiliriif'liUt  iilitillH  jlniilnt  ^ti11iS''t*  tfni'iUHtit^ 

* *«))i1m))ii>lv  * lifl  i>r  i'l'iiol  |i  )i  |t«Mii'l*tr  <litet>i>*  ii)  * Iv'iiim.)  iii'i'Mfiil'Iiiltiii  * ♦ * I'fl  M'i< 

*<lM,Ij  A t t'it*>'li  IliH  It  itil*  Itlitilif  4 I'tililH'l'*  111  !|  (I  Ilf  1ll»>i.lli>  > |r  It  *il)iliilMli>l't  , il)l4  kIkm'I 
A 'In  j)  fl  i>T  i'lM'i’U  1 lip  Ml  iiKMiliiiii  • I'  fln^i'iii.'  Ill  1*ii'i't>Hi  iii'i'>>lt>i  i iiiltiil  iivtiil’fl  If  lit*  fliH>*  -i'ln.t'li 
I'lii  ilii  >|Iim)  I ,'t't  I ‘i'lil  liMlH'llI^  I l'iv*ll)lil,  )l  lilt*  tl'M>  1*1.:  It  i'O  Itlllt  lidit*  iMlI  Ilf  3<lO  l>l  i'llriil « 1 fl^ 
Ml  )|>Ml('||.ll  fli'4’‘V'l’i  III  It  1 ♦'ll  yni  I M''•'l‘)ll  nillil  1 It  V li  I'fl  flilli*  ')ii>t  1*ki  lllllt  lU'f'llMlI  1 111’ 

iilii-  .'  I'ltl  ll«••*|l|t^1  liifiiit  iiMiii'fl*  *>f  iurlili'ti  1 tii'I'i  V'ltl'r  III. I, I iilinlil  ti  OtKI  Oi  1Sil7,  IImkii*  VIiii 
ilittji  iliiiKtIi'f  111  II  }i>l«)  A hM  I'litliiiM  ’f|i'lii*t  mill  i«1<  lOifi  1 ♦ i>  A hh  i*  liiil  ii*  iiit'iniflji  (i>i1 

t Ur  liifOi)  Iij-Mli  ill  itliiililA  MlMt.n  J ' rli  *i|,  Hir  -tU'iiliiilillH  Ir*  t’O’i'li  lii'f'i*  rliiililfl  i»ltl|l  lir  i'r 
|M>l'iti>fl  Ilf  I'lHti-'lt  It )>)il'itM Inti  I iii«i>  ‘fliiVM'  -)>I'Ii1h.||UI(1i>*  SVI'Hi'  iMili'|tl*1iJfl  Tf'ilil  1 11*  iiytii'fl 
hoM'i’i  )iii1in1  I III"  * Mill  On*  I'M’iiiaiii'f  I fl|;'  i’f'ii*  4.“U'rii  111  f’»iNr//i  Ai'IO'l  7 O. 

*^fll''.)|*'  iliuii  <‘i. ti'ni'f.i*  <'iiiM)miiM * <Si'kii^*i*.  ^.i*fi‘n fiH'fi’l n,  41*1^7 

*'*  Sm  |1|*1  I ti.  J Iilr'i*!  i1iiU‘ti  ^ * f:i  in  t ln'1  A liiii  i\  '77*7M'*i  7i' i‘«i  f»  O'M*  *t*nf 

■7  fll*i'l.Oi.*  1*1,1  )>ti'l>  r ftlifl  t III  t Umillil  it^.  1’A  1 Ur  Jil»*ni*ll  ®M  J>i  1'’i»nliil|i1  Uili 

'•71'*  tfi’lirilM'  fl  * i'iM|,OM|t  ||  <1M 
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AlKiut  11  in  20  (.»,)  of  st'Iiool  me  now  ontor- 

iii;:  rollf*;:i\  :is  iioI(mI  :iI»o\<s  imd  \v<*  ran  o\|)(»rl  al  least  12  in  20 
luMvenl)  will  enlrr  from  very  rrrmt  lii<:li  k1>ooI  i lassrs  wlicn  llie 
ili'layrtl  >t a rl c*rs  ciiltM'.  'Hie  remaining  ion  is  liow  far  ran  wo  ox- 
port  to  Wlial  is  ()m*  liKoly  ‘‘rrilin<:“  on  tlio  pi’oportion  of  lii^h 
M‘ho<d  iLO’adnaIrs  wlio  will  (•ntor  ro|lr;:r  ^ iCarlior  in  lliis  paper  tsortion 
• J)  f ptdiif  o(]  out  liat  if  all  lii^li  sriiool  ;:i*;nlnafrs  of  a ^i\on  ability  level 
onfenMl  <o||o^i'  in  the  >ame  pro|M)iiion  as  did  lii”li  hTiooI  ;:radu:itr>  of 
file  fop  SKS  «|iiarfile  for  that  ability  level,  Ibi^  w<mld  br.ve  inenvnoil 
e4»|le;:-r  rn!  raie'o  to  about  <i0  jH*r<'en(  of  ibe  P.M»r»  bi^b  m*!’.oo|  sv*nior  r|;\>.>., 
or  frujii  .♦  in  |0  !<>  < in  lo,  Snire  alMint  Tia  perreiil  «»f  n*r4*nt  bitrli  seb<M)l 
rIa-M's  Iiavr  entrred  eolle;r«*.  and  as  datire  and  Adatiis  have  in<li(  afe<b 
at  lea*-!  no  p<‘na>n(  of  Ibe  hi;:ll  sr||«*o|  rla*-**  of  w ill  have  elllem*d 

wluMi  delayed  stailers  arv  ii]r]nd<sb  we  an*  n«»!  far  fn»io  li.r 
by|r<  f bet ir;d  i*y  flie  i ar i<Mis  <*oiobinaf ions  <»f  SKS 

atid  :ibdii\,  «if  ;d*<’iil  4 in  10  bi;;b  sdewd  ;jr.i<inales  iH'^’inniie*’ ro]|e;je. 
If  wr  add  tlioM*  ;^radn.a(es  wdio  enter  iani<*<d!ej|iaf<*  po'*t-M*<‘<»nd' 
ar\  vocntional  (raininj/,  I ben  we  may  e\pe<-l  alxtni  so  |M*rrent 
:d]  bi;»b  seb«w»l  j^ndiintos  to  at  leaVt  Uj^in  s^nne  M»j*t  <»f  post- 
M^  oiidary  eilueafif>n  or  voeati<»n:iI  <ninjii;r.  Tlio  n*mainin^  20  ]mt- 
retu  of  bi^b  t-oluKd  jrradnntos  will  eoinpriw'  the  Mjrniiiennt  nnniW  of 
ifirU  wbo  nirtrry  rijfht  after  hi^rb  seliool.  Inns  wlu)  just  want  to  jjo  to 
wo:J^,  l*egin  TUI  appmtiieesbip.  ur  enter  the  armed  servi<x*s.*^*  Thus 
w«*jitv  pitdribly  wa'th  JO  |K*n^*nt  of  arbieviii;?  our  byp*»lholiral  ef'ilin;: 
of  7o  privent  of  hifrb  solml  jrradmues  at  leaM  f*1arl  in;5  eoHopn  MumhI 
oti  f 3a*  munlMT of  bi;:li  ^rb«Kd  graduates  in  lltOS  (2.70  million)  w(*ronld 

e\]>or|  a nnuainin;;  inrtv:|'»«*  of  270,(M^K|  1ii;»b  s^^liool  {graduate*.;  wlm 

Would  liave  ontere<l  r«dle;ye  if  the  reilitift  bad  Ikmu)  attained,  lliis  is 
the  dirtrimre  Ih*i  weeji  Ott  aiid  70  j^errent  of  the  bt;rh  sebool  class 
rnlrriu;,*  r<db*;»e,  (lbi>^  wotdd  }iavt»  meatU  an  inrr**:!^*  of  JOS  m<nv 
fir^biiien  , on  the  a\era;r<\  at  the  exi>tin;r  imtifntions. ) 

t ben*  atv  indirat i(*ns  tJiat  we  may  to  *nir  by|x»lbrti»'al  rob 

h*i*r  eiUrajKv  rejlin:r  for  white  niab*  bijfb  r>rbfw»l  J|»tadindrs.  Imt  not  for 
white  female  or  bi^rb  sebo<d  ;n*aduatew.  Itnvnlly  pnbUsluvl 

rrn>»iis  data  *»]iows  that  Od.2  perrcMit  of  white  male  hi;|]i  sr)j<#fd  ;n*adu- 
afrv  in  ibt’iS  \N«U‘<*  rin'»dled  ni  roHr^je  bv  (lrt«dfc<n*of  that  year.^’'  l*ht**i 
d»«'>  ijol  inebtde  t3jo>««*  ;,*ijidii.i1r^  who  weie  eiitN»lJr<l  in  noiiroh 
p<+*»i>,(trondary  -■^'rh*w4U,  TaUin;^  intK*  arr^nnii  the  lar^v*  number 
oj  »M  3H#fd  |;*t*.'obiat»*i*«  who  <hday  rmrainv*  to  f'«dle;»'e  and  linen*  in 

noJif'<dlr;,»'ia<<‘  p<n1 '^(*eiondar\  >srhi*o1v.  then  ifhr  e\e|i“nal  pty4po)li*»n 
ot  white  male  hi;jh  ^'iMdn.alr>»i  win*  enter  rf*lle;^n<  ion  t*ther 

tr.*mnn;>^  after  hi;*h  »»irh*>,d  pr*4*ablv  will  l»e  at  le.ayil  70  |.err<*nld’" 
Ahbouoh  >li;*!ttly  hsss  tlian  half  ( j^emut)  <*f  the  J1>ns  white 
hiilale  3n;*h  »*eho«d  j»Tadiia!e*  entet*Ml  rolle^  in  thtiv*  will  rlill 

!♦<*  d.daysl  entraut^  to  rolleijw  (murh  le^s  than  f<*r  men,  h<*wever)  as 


*“  tii»e  O***  I’OftMOlm  If)  4, 

r |Vio41h.  or  m#1i  *srl«».4  firitilunO**  ««i.1 

to  oi jiiiip  |i«w,  sA  #:i 

■***■  •ttH-itOiir  ♦»n  oitrtdn»*>*Mt  Id  | ^ ftiiuinii.  I «|  fiitlUfiti  tif 

¥*f»r«*  iwu  taei»  Keitrt»4  i^<v*<KK*  •-.fiO'enij  n>  f«n 

¥**»'»'  ^K4uMn*«  ro»*f  *»♦  !♦*<)»»  rii**  i*  sji  |K*e<>«><ikr  *4  (>on**ef' 

V*  Lf‘'i  TWe  e«t<>*tlNOf>)«ii  «!•«>  Uk*»  4 Mu  <*n«*4 
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woll  SIS  those  vvho  enter  noneollcpfiuto  ]>ostsecoiuhu*v  schools  (mirsinjr. 
Iinsiness,  etc’.).  Of  the  women  who  gisulnsitcd  from  high  school  lu 
UKi8,  hut  who  (lid  not  begin  ccillege,  sihnost  one-fifth  (1S.5  percent) 
were  iimiTied  by  OetoInT  of  that  year — this  is  almost  tO  percent  of 
the  total  number  of  women  high  school  graduate's  in  lOOv^.  It  is  not 
realistic  to  consider  theses  married  w(ui:en  as  'dosses'*  to  college  since 
less  than  half  of  them  (47.1:  percent)  weiv  in  the  civilian  labor  force 
in  OctolK'i'  10(18. 

4’liero  is  the  problem  of  dropouts  from  high  school  still  to  consider. 
Can  we  expect  large  mmihers  of  additional  students  to  enter  college 
wlien  and  if  dropouts  fnun  high  scliool  are  rechiced  to  an  insigni- 
frcrrit  mmilH'rf  The  answer  appears  to  Ih»  no— at  least  for  whih's.  In 
10r»7-tlS,  (8  percent  of  all  the  lOlVl  ninth  graders  graduated  from  high 
school  (almost  all  sehofil  children — 07  penviit — roM*h  the  ninth 
gradi*),”*  Hy  inferring  to  Table  1 we  ran  Siv  tbat  most  students  wlio 
do  not  cMiiipiele  high  school  are  from  the  lower  half  of  the  :d>ilit\  scale, 
particularly  the  iKUtom  cpiartile.  and  (h.al  high  w*h<vd  nnn-compMiou 
fixun  th(*  top  half  c>f  the  ability  H'ale  is  relatiwly  small.  It  is  not 
likely  that  larp*  mimlKTs  of  these  students  could  ivali^l ically  aspire 
to  roilege,  (^spivjally  suen^ss  in  coIleg(\  e\(*n  if  they  were  to  finish 
higbsciiool. 

lM>r  Negrm's,  about  0 in  10  were  completing  high  school  in  1008.”' 
Hy  tlte  10r»0*s  almost  all  Negro  childn'ii  were  roacliing  higli  sch(X)l,  so 
that  any  furth(*r  increases  in  liigh  school  completion  for  NVgrrHvs  must 
f’onic  friun  inciensesin  I iic  school  ret(Uiti<»n  nile.*** 

Wltile  no  statistics  are  collivtiHl  on  the  .'udiial  miiidHT  of  Negr*»es 
who  gr.tdimle  from  higli  scJiwd  each  year  (th(^so  It gi ires  an*  collecti'd 
hy  iJa*  I'.S,  Oflice  of  Kdncaiioii  only  hy  totals)  it  Is  possible  to  esti- 
mate tlie  nnm!>er.  Tlieie  wen>  million  total  population  age  IS  in 
lor*K,  and  Negroes  comprised  12,v>  perctnt  of  the  jHtjmlation 

of  this  age.®**  We  know  that  almut  G in  l(t  Negna's  were  gra<l\iating 
frmti  high  school,  (Of  Xegr<H*s  *jr»  to  ilG  years  of  age  in  lOHK,  TiG  t)(*r- 
c(*h(  b.’id  couipleleii!  high  s<»h<v»l.  In  l‘.his  the  uu'diatt  y(*ars  of  senool 
completed  for  Negroes  age  i*0  t(»  iM  was  l*J.g  compa'nvl  to  1L^8  for 
whites.  T ]u^  gap  appears  to  Ik*  rapidly  closing.  **Kdii(*ati(Uial  At- 
tainiiH'Mt:  MarcJi  luGS**),  *I*here  wen*.  Ilien*f<»rv,  about  *jru;.(UHi  N(*gn> 
high  s(*h<KiI  gr'.i(l»iaf<s  iti  JU(iS.  y ('»(».( i ^ .Sinn* 

^lightly  over  Kl.Oftn  Negroes  Ivgan  collegx*  in  fall  Hh»8  then  .alMUit 
.41 J |M*rcerit  «>f  10(18  Negro  Ingli  schfKil  gra(lnat<*s  enferetl  college  in 
that  yiyir.*®' Tills  figun*  n*pn‘‘^*nfs  only  full. time  students,  .\llowing 
for  nari.tirne  students-- go  ]M*nvnt  of  all  entering  fn*shmen  in  1PG8— 
would  incmise  this  nmnlM*r  to  108,000  or  40,0  percent  <if  1008  Negro 

h»*f'  lAf  t eji,  t*0|S  Mri«1  Uy  lUch  •hcIu*!*!  VrtrJi»i«  foui 

(In  rti  In  tli'ortfin  tij  in  I«  !fa»*  w<*»i  jw»pMh>u*i  rDtnel^’iInn 

rrniiff.*  if<*«  »<i  (h  NVw  Of  22  24 

«.f  In  : ‘'UiUu'>iU<iniU  .\iointtirftT  r 

5*  2e,  >‘a.  JM,  nf  Cirfty’fil  firparlti^  tK 

tVi4  KttrvHin  tr  libn  OMotn**. 

e«>|f<*<v»nr  Trm^t  <«  idorii}  •»/  Xnfr^rt  In  ffcf  fntror 

Utif’v^n  nf  0»tt  rVnmi«  ('nnvtK  l*mrti]ii(|nn  Urt«»fi«.  «n,  2rt.  «ti<t  nf 

IvnW  imiiUvlIrH  ftfTrtH  No.  3l7.  U.K.  l*HnUtu7  Orti<v>.  WtiWW<*».  D.C.. 
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lii^h  school  graduates  college  iu  fall  IIHIS.  This  assumes 

that  Negroes  Diitered  college  in  I lie  same  proportions  of  full-time 
ami  pa  It -time  that  white  studenls  did  in  1908.  This  as.sumption  may 
be  groundless,  but  it  is  very  possible  tliat  Negroes  attend  coilego  pan- 
time  in  greater  munbens  than  whites  which,  if  trne,  would  mean  that 
fnorr  than  40.G  nercent  began  college  in  1908, 

The  84,000  Negroes  who  Ixjgnn  college  (iir.st-time  and  fnlMime) 
in  fall  lOOS  were,  as  r,oted  in  the  irrevions  section,  5.7  percent  of  all 
full-tiine  freshmen  that  fall.  If  the  81,000  were  doubled  to  108,000 
then  Negroes  would  comprise  about  11.4  percent  of  all  freshmen, 
sliglitiv  more  tliau  the  proportion  of  Nt'groes  iu  the  total  population, 
and  only  1.‘2  percent  less  than  the  pr<i|>ortion  of  all  Xcgro<vs  wiio  were, 
age  IS  (1*2.()  iK'irent)  in  lOOS.”’'  Interestingly  enough,  doui)ling  the 
S|,000  Negro  fivshinen  to  KJS/lUO  would  mean  tiuit  0 5 p»cirent  of  Negro 
high  srho»d  graduates  would  begin  < o!lege — ab«)nt  the  s;uiie  as  the  pro- 
|H>rtion  of  white  male  .^nnl(‘uts  prcMOitly  lK‘ginning  college  and  <*lose  to 
our  hypothetical  ceiling.  4‘!ds  wouhl  not  he  the  case,  because  the  nnm- 
her  of  Negro  high  s^’hool  graduates  jirohahly  wmdd  be  increasing  also. 

iheiv  were  44:>,(K)(5  NegnH»s  aged  18  in  l!tG8,  if  80  |)eivent  of 
them — the  same  propoilion  ns  whites— had  completed  high  school 
then  tluTc  w*>nld  have  been  about  ii5l,tH)0  Nt‘gro  higli  s<4iool  graduates 
in  I'.MiS  rather  than  — an  increase  of  .SS,t)00.  Taking  the  o.’ihtMlO 

figure  (SO  percent  high  school  completion)  aud  our  liypothetieal  ceil- 
ing of  To  percent  of  high  s<*hool  gr;uhuites  In^gi lining  college,  then 
alnnit  ‘Jis.ooo  Negroes  w\cild  have  to  enter  college,  or  about  101,000 
more  than  enieivd  fnihtiiiiv  in  fall  1908.*^ 

Although  we  are  apparently  clo.*si  t4>  a hypiithetical  maxiniinn  in 
<*olleg('  (Mit ranee  for  white  male  •■tiidcnts,  thnv  is  .still  the  (|Uc.^tion  of 
how  imuiv  sti; (halts  wi»  ran  (^\|K*ct  to  g>*t  tli rough  (vdlegc  as  well  as  to 
Ingin.  Cti'lifoniia  leads  the  nation  in  g^etting  its  high  .school  graduates 
into  college — bet  warn  GO  aral  70  penent  enter  sc)i;ie  sort  of  college 
after  high  school. Hut  (ailiforuia  is  forty-ninth  iiinong  the  states  in 
the  projH)rtion  of  Its  public  college  eniMlIment  that  eventually  ivceive 
bachelor's  degw.s.*"*  Karlv  in  this  pa|K*r  I jMiinte-d  out,  n.sing  a .scliciiie 
developiHl  by  Cu»orgo  (\  Keller,  that  perhaps  twhv  as  many  high  school 
graduates  wm*  entering  college  than  who  could  he  des<Til>ed  ns  •‘aca* 
(leuiicaUy  talented**,  ludler's  di  fmition  of  acatleiiiically  talented  1m*- 
giiis  with  an  IQ  oii  1 10,  one  staiulard  tleviation  alnive  the  mean,  and  is 
inode.M  theirfoiv  in  its  definition  of  academic  talent.  Most  of  tlios<^  who 
a IV  talented  in  other  ways:  cmitively,  psychosocially  (political  or 

e»l;nit»rJnt  frr^htnrn  wrr«*  *lo  rUnUrnli*  Iln'  nrwl  tn  f)ro|u>tUn  If  lol/U 

rnrrlln’rnfis  ind  l^vn  *i*ihI,  lint  Nrtfro  r,irllpr,  do  not  to  l«*  miirli 

itotrfU.Ati  uMtf*  drtttMoU*. 

*»"lf  tho  |\nrt*Utor  Nrpro  i>todrri1«  'vrr<*  InrluilMl  In  thi'w  rnlfulatlcnn  li^sa  il»»n.  nnd 
l>rrhAt.«  ntUrli  It^ii  Oinn.  n dmiMtiitr  of  tlir  |irrff«:.t  «>f  N'cru  klud(*titK  wtoild  lie 

t)iHw».iry  til  ttfhVvr  nii  **|inrltp*.  I Imvi'  not  Inrliidril  ihctn  h<»Crtu^<‘  I nni 

hut  rrrtniu  l».iw  muny  imri  tlmt*  Nixro  llirri’  not**d  I'rtriior.  TIk*  nctnni 

htinilK'r  of  Nrjr**  i^tudrritx  tirtslcsl  to  mulir'  KUodllrniil  nropirtiimni  cjilnn  In  rnroUmfht 
nrn  lint  tfifiTf*.  T»i  InrrrrtM*  from  -Irt  |»rrr<'nt  «f  >Vcm  hlch  ^rhool  i-rAditrtt<'><  l>rclniilnif 
*'oUri?f»  ()»rnlialil>  nl«Mjt  ulirrr  v«*  ntt  i.tm  t to  r»(t  iirrccni  wonUI  tv^juin*  onlv  27.ertu 
morr*  Nrero  lilcb  frboo)  lO mil) Atm  to  maM  rid1c^f».  rrum  ao  to  00  |»prrrnt  tvottld  n^inltA 
Ahotlirf  27.000,  nnd  froin  40  to  00  ibrirfiirtt.  .“rtHio.  02  ooo  nhir**  >•!;»*» 

frmhmrn  <Ai».iMmttna  a j*r«‘*«*nt  40  prrrcnl  rA«*l  vouKl  «cld<»vi*  "iwirUy.** 

In  lli-^’iiArk.  /irmrtMrf  /of  tffffhrr  /.‘ifMrAffoH  in  Cnlifmnin,  m)|mlr 

lUloskl  dfH'tnrAl  dl^M'rtntion.  I'liUvr^lir  of  CrtUfori)l.i.  Ili*rkt*lr.v,  JW07.  tAldr*  1.  h.  07. 

“•rnnuhtlAhM  tldlA  drrrl«t**Ml  by  llio  tdnnntne  And  rvAtiiAtton  Afatf  of  thr  IUio'au  «f 
Illjz1i**r  iMurntlon  of  thn  U,K,  Ofllm  of  Kdncatlnn. 
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social  leadership),  and  cvimi  kinestliotieally  (aildotic  ahilily,  era  ft  s- 
niansliin),  will  also  he  found  at  this  level  or  hinflier.*^  Mackinnon,  in 
his  studies  of  (T(*ativity  at  the  Institute  for  IVrsonality  Assessment 
and  Keseareh  at  Ihu-keley,  has  fouiul  that  while  eivativitv  does  not 
necessarily  incivase  as  IQ  inereases  there  is  a minimum  of  alxuit  1‘20  IQ 
needed  foi*  inlelle(*tnallv  demand injr  eareers  so  tlud  an  individnal  will 
ho  aide  to  master  a discuplined*'  If  Keller  is  riirht,  rhen.  too  many  stu- 
dents are  already  entering  college,  wliidi  explains  mtien  of  the  lailure 
to  eomplete.  eolfe;re  (see  se<*(i(m  0)  and  ex])laitis  why  ('alifornia 
leatl  tlio  nation  in  the  rate  of  (‘olle/^e  entrance  of  its  hi<^l\  school  urrahi' 
ales  hut  he  next  to  last  in  the  proj)()rtion  of  those  collefje  entrants 
I’eceiviii^  I)aclielors'  dejrrees.'-"' 

As  lonjr  as  lil^her  education  ie(|uires  above  avoia^o  verbal  and 
numericai  ability, only  about  iiO  to  *2“)  percent  of  the  total  ]>op\da- 
tion,  ami  j)orhaps  onc-thii*(l  of  hi^rli  sdiool  p^raduatos  (a  more  select 
^rroiip)  can  expect  to  suceeoil  in  collo/ze,  although  many  moiw  than 
that  will  try  collogcd^'^  As  pointed  out  early  in  this  paper,  'propoi  tioiial 
increases  in  college  entrance  will  hare  to  come  more  and  more  from 
the  third  to  fifth  ouintiles  of  ability,  since  there  is  lunch  less  room  for 
Increases  among  tlie  more  able  students.  Since  st mlents  in  the  third  to 
fifth  quintiles  of  ability  s<*ore  in  the  200's  and  .‘500;s  on  tlie  scholastic 
aptittule  test  or  its  efjuivaleitts,  such  stu<lents  will  e.sually  fall  well  be- 
low one  standard  deviation  alcove  tlie  mean  in  IQ,  wliicli  means  that 
whil(‘  they  may  enter  college  they  do  not  have  much  chance  of  success 
tlieiv. 

It  is  becoming  increasingly  clear  that  \vo  need  other  educational 
alternatives  foi*  the  ujiwardly  aspiring  who  are  not  accomjilished  in 
verbal  and  nnimaacal  slcills.  To  admit  more  and  more  students  into 
(‘olloge  wlio  are  less  atid  less  able  to  succeed  tlu‘re  will  only  result  in 
moi*e  dropouts  fi*om  la(*k  of  iuJei’ost  atid  academic  faihiiv — tlie  paradox 
of  (^\liforlliJl  will  he  repeated  on  a national  scale.  It  will  not  do  just  to 
declare  I lint.  vcKaitional  training  in  junior  cnllegivsor  vocational  sdiools 
is  tlie  answer — for  many  it  certainly  — Imt  much  vocational  and 

t(^linical  training  can  iu‘^t  as  dcananding  or  more  so  than  the  trans- 
fer program  of  a community  collegi\  The  problems  for  the  future  will 
he  less  m getting  moia^  students  into  college,  than  they  will  he  in  getting 
able  students  tmaiugh  college,  and  devising  educational  allernai ive.s 
for  tlu‘  less  ahh‘  that  will  satisfy  both  occupational  needs  .and  self- 
image. 


Koll'T.  “Thf'  S*  ari’li  Tlu*  avrruuv  IQ  »*roro  for  hlcli  tidmol  t;rn(Iata<«a 

110:  r»ni‘|  Wolflf*.  “K«liirnlloiiiil  Opporf iinUy,  IritolU^oiirt*.  and  Social  Hack* 

ground.**  /.Vonowf/.  and  Sor(f  (p,  iMlJtnl  by  A,  U.  nnlf<cy.  Jc;in  Floinl.  O.  Arnold 

AnderKoM,  N*'xv  Y*>rk,  UMil,  mu  ‘-O’,  *j4o.  l*rid>(irUomil  UicroaMM  in  liinli  sclund  cradtintos 
!mv<>  ln\v.‘f»*d  \Xxi>  fivrrapt*  t<]i  for  lilcli  school  j:r;Mliiraos  to  tin  tn.*t  to  105. 

e* .Sif»  lloimid  W.  MncKlniion.  “Kdiiontlon  for  CrontMfy!  A MtMlcrn  .Mylhr*  In  tin* 
hook  of  Mio  Hanio  title  edit  oil  i>y  l\iul  nekt.  (’enter  for  Kenearcli  niul  Development  In  11  idler 
iMin'aUou,  ViUlvmUy  Vnlitornlu.  Derkeley.  lin;7, 

*»Tlu*  pnradox  of  California  ominot  be  explained  by  very  Inrce  mitnber«  of  under- 
crAdniite*  e:*>terliar  mliewe  xvlio  are  not  “dejrree-candldtitcH,*'  tiince  tliree-fonrtlm  of  nil 
enterlhu’  frcsbnii*n  in  ('nllfornbi  are  det:r<M*-credlt  Nfiidentt*. 

Only  nbuul  ojn^tlftb  of  tbe  total  ptmiibUlon  Ih  one  Hlambird  deviation  tlld  IQV  or 
more  nietve  the  menu  IQ  of  fud.  About  pereiMit  of  tin*  popidatlon  fulls  nhove  tlo  IQ; 
Hone  people  cAii  trrndiiiite  from  rollejce  wllli  110  U)  itttidi  Imnl  work  nnd  etirefiil  seleetlon 
of  courueH  nnd  pn)craiim.  tlierofore  1 linve  detlnert  tlio  **Ci»llefft‘ lUile**  popiibitlon  nt  about 
one -Ilf lb  to  uue-fourtb  of  the  whole  popnlntlon.  iiiu)  nbont  onv-tblrd  to  or  bd  percent 
of  lildi  itehool  praduateK.  In  the  IQ  rnnue  from  about  70  to  I.*10  tho  dlstrllmtloii  of  IQV 
approx Imnles  a normol  dklrlhittlon.  There  are  simill  Imt  skMillleant  variations  from  nor- 
mality above  II III)  beloxv  this  ranpe-  For  n ntuvliirt  dlseo*>sIoii  of  the  distribution  of  Intel- 
llKvliee  ill  the  population  M*e  Jeimeii.  “I low  Much  Can  We  UmiKt  IQ  utid  ScbolaBtlC  AcUleve- 
m'‘ntF‘,  pp.  20-28. 
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Even  if  wo  attain  sonic  kind  of  univorsal  post -secondary  education, 
will  tlio  distances  between  social  classes  be  sharply  reduced?  Jencks 
and  Riesinan,  for  example,  believ^o  that  “universal  higher  education 
will  diminish  the  economic  or  social  differences  among  classes  a little 
but  not  much.’' As  Arthur  Jensen  has  pointed  out:  “Even  if  all 
occupations  paid  alike  and  received  equal  respect  and  acclaim,  some 
occupations  would  still  be  viewed  as  more  desirable  than  others,  which 
would  make  for  competition,  selection,  and^  again,  a kind  of  pi*estige 
hierarchy.”  Since  “there  is  an  intimate  i*elationship  between  a society’s 
occupational  structure  and  its  educational  system,”  Jensen  dechu*^s, 
“tl\e  assoitment  of  persons  into  occupational  roles  simply  is  not  ‘fair’ 
in  any  absolute  sense.’'  “The  best  we  can  ever  hope  for  is  that  true 
merit,  given  equality  of  opportunity,  act  as  the  basis  for  the  natural 
assorting  proce.ss.” Jensen  cites  work  of  Otis  Dudley  Duncan  and 
his  associates  to  show  that  while  intelligence  influences  occupational 
attainment  chiefly  through  educational  attainment,  intelligence  also  is 
a cause  of  differential  earnings  so  that  men  with  equivalent  education 
and  jobs  “are  differentially  rewarded  in  terms  of  mental  ability”.*-'*^ 
Presuiiiably,  those  with  more  mental  ability  do  better  work  and  are 
paid  accordingly.  This  last  point  is  important.  Although  it  is  well- 
known  that  college  gradiiatcs  have  higher  earnings  than  liigh  school 
graduates,  ignoring  ability  of  the  individual  overstates  the  effect  of 
education  on  income.  AVeisbrod  and  Karpoff*  analyzed  the  earnings  and 
education  of  a large  sample  of  men  and  concluded  that  of  the  differ- 
ential incomes  between  liigh  .school  and  college  graduates  thrce-fonrtJis 
of  the  differences  are  due  to  the  variance  in  educational  attainment  and 
one- fourth  to  the  greater  ability  and  motivation  of  the  college  gradu- 
ates.’^*^ A cjucstion  that  cannot  yet  be  answered  is  what  will  happen  to 
this  ratio  if  larger  and  larger  propoitions  of  high  school  graduates 
also  comnlete  college.  A likely  hypothesis  is  that  the  proportion  of 
incomes  duo  to  ability  would  increase  hetioeen  college  graduates  of  the 
same  education. 


The  ision  here,  then,  is  that  society  values  mental  ability  and 
high  motivation  and  is  willing  to  pay  more  for  it  even  though  educa- 
tional attainment  be  equal.  If  opportunity  for  education — in  both 
quality  and  quantity  of  education — becomes  equal  then  there  will 
still  be  significant  differential  earnings  based  on  the  variance  in  human 
abilities  and  motivations. 

Educational  and  occupational  attainment  is  not  yet  based  on  merit 
alone,  and  whether  merit  alone  will  ever  act  as  the  only  basis  for  the 
“natural  assoiting  process”  is  not  certain,  but  we  are  moving  in  that 
direction.  Otis  Dudley  Duncan  in  his  latest  work  analyzed  family 
background,  educational  and  occupational  achievement  of  a group  of 
wJiite  men  who  were  25  to  34  j^ears  old  in  19G4.^^’  Duncan  concluded 
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that  intelligence  alone  accounted  for  more  of  the  variance  in  education 
than  did  the  three  family  background  variables  combined  (father^s 
education  and  occupation  and  size  of  family).  Progress  in  school  is  in- 
fluenced at  least  as  much  by  intelligence  as  b}^  family  background,  but 
the  latter  does  make  a substantial  diflerenee  in  educational  attainment. 
Duncan  found  that  ability  influences  occupational  achievcMiient  indi- 
rectly principally  through  educational  attainment,  but  Dnncan  also 
found  that,  like  Wcisbrod  and  Karpofl,  ability  as  such  also  influences 
occupational  achievement  directly — as  distinct  from  educational  at- 
tainment. A large  part  of  the  variance  in  achievement  was  not  related  to 
the  social  class  of  birth.  Intelligence  contributed  to  the  variance  be- 
tween these  men  in  educational  attainment,  occupation,  and  earnings 
independently  of  family  background,  therefore  Duncan  declares  that 
the  ‘Mneritocratic  princijfle  has  a guarantee  built  into  it  that  status  will 
not  be  perfectly  transmitted  between  generations.’-  He  concludes  that 
in  our  achievement  oriented  society  iiiteHigence  “is  the  primary  leaven 
preventing  the  classes  from  hardening  into  castes.”  Duncan  believes 
that  his  conclusion  will  stand  all  the  stronger  “in  the  event  that  some 
appreciable  fraction  of  the  variation  in  IQ  itself  is  ultimately  traced 
to  genetic  rather  than  environmental  factors  . . .”  But  there  already 
is  clear  evidence  that  a large  part  of  IQ  i.s  indeed  traceable  to  genetic 
factors  and,  therefore,  the  conventional  or  “ideal”  model  of  vertical 
social  mobility  must  be  fundamentally  revised. 

The  ideal  model  of  social  mobility  has  been  described  by  Eckland 
as  a system  of  full  equality  in  which  “ability  is  randomly  distributed 
at  birth  and  that  any  difi’erences  observed  among  the  children  of  differ- 
ent social  strata  are  solely  a matter  of  environmental  conditioning.” 
“Any  genetic  basis  for  these  differences  is  dismissed  as  irrelevant.” 
But  it  IS  becoming  evident  that  social  classes  have  a significant  genetic 
basis  and  that  this  basis  will  have  to  be  taken  into  account  in  any 
ass<^ment  of  social  inequalities  in  our  society.  The  heritability  of  in- 
telligence forms  a constraint  upon  any  attempt  to  eliminate  between- 
class  differences. 

A number  of  recent  studies  as  well  as  summations  of  old  and  new 
evidence  have  shown  that  about  “80  percent  of  the  variance  in  IQ  is 
attributable  to  hereditary  factors  and  20  percent  to  environmental 
factoi*s.”  The  chief  conclusion  from  a great  deal  of  evidence,  for 
our  purposes,  is  that  . . SES  differences  have  a genetic  as  well  as 
an  environmental  basis.”  Given  the  growing  evidence  that  intelli- 
gence is  largely  hereditai^  and  the  strong  tendency  in  modern 

jaa  Bruce  K.  Ecklond,  “Genetlca  and  Sociology : A Reconsideration^  in  the  American 
JSToctoIofiricaliZcnictCj  April  1067,  pp.  173-194. 

Arthur  R.  Jensen,  “Social  Class,  Race,  and  Genetics:  Implications  for  Education,” 
American  Educational  Research  Journal,  January  1968.  pp.  1-42.  For  further  evidence  sec : 
Eckland,  “Genetics  and  Sociology” ; Robert  C.  Nichols,  The  Inheritance  of  General  and 
Bpccijlc  Amlity,  National  Merit  Scholarship  Corporation  Research  Reports,  1965,  Vol.  1 ; 
No,  1 : J.  C.  DcFrIcs,  “The  Genetics  of  Intelligence  : An  Overview,”  unpublished  paper,  1969. 
See  also  ArUiur  R.  .Tensen,  “How  Much  Can  We  Boost  IQ  and  Scholastic  Achievement?”, 
which  is  probably  the  most  comprehensive  discussion  of  Uic  whole  question  of  social  class 
and  IQ ; and  I.  I.  Oottcsman,  “Biogcnetlcs  of  Race  and  Class”  In  Social  Class,  Race,  and 
Psychological  Development,  edited  by  MarUn  Deutsch,  Irwin  Katz,  and  Arthur  R.  Jensen, 
New  York,  1008, 

^ Jensen,  “Social  Class,  Race,  and  Genetics,”  p.  15. 
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society  for  assoitativc  mating  . . it  is  unrealistic  to  expect 
social  or  educational  reforms  to  wipe  out  ability  dillerences  between 
groups,  when  the  groups  differ  in  part  because  of  genetic  facto 
But,  as  tTensen  points  out,  as  the  society  is  improved,  and  environmental 
deprivation  is  reduced,  and  as  equality  of  educational  opportunity  in- 
creases . . the  heritability  of  intelligence  and  achievement  will  in- 
crease^ because  of  the  decrease  in  environmental  sources  of  varia- 
tion.” Tireless  restraint  the  society  places  on  vertical  social  mobility 
the  more  the  sorting  of  individuals  into  occupations  and  social  classes 
will  be  determined  by  individual  innate  ability,  which  is  largely  heredi- 
tary. But  as  long  as  society  values  intelligence  and  the  mental  ability 
and  performance  that  goes  along  with  it,  and  as  long  as  .society  places 
high  value  on  occupations  that  draw  heavily  on  mental  ability,  then  we 
can  expect  that  classes  in  the  societ}^  will  be  sorted  by  ability  and 
that  this  tendency  is  likely  to  increase  rather  than  disappear  as  we 
acliieve  enuality  of’  opportunity. 

While  there  is  increasing  evidence  that  the  be  tween-class  differences 
in  ability  and  achievement  in  the  society  have  a genetic  component,  it  is 
not  clear  Tvhether  the  between-race  difference  in  intelligence  is  due  to 
genetic  diffci*ences  or  is  entirely  due  to  eiiviroimieiital  differences.  It 
IS  well  known  that  Negroes  consistent! 3^  score  about  one  standard  devi- 
ation lower  than  whites  on  intelligence  and  a])titude  tests,  but  thei*c  is 
no  agreed  upon  explanatio7i  for  Jensen  in  ‘TQ  and  Scholastic 
Achievement”  argues  that  “the  preponderance  of  the  evidence  is,  in 
my  opinion,  less  consistent  with  a strictly  environmental  hypothesis 
than  with  a genetic  hypothesis,  vv^liich,  of  course,  does  not  exclude  the 
influence  of  environment  or  its  interaction  with  genetic  factors.”  Jen- 
sen states  that  while  such  an  argument  has  been  denounced,  “.  . . It 
has  been  neither  contradicted  nor  discredited  b}^  evidence.”  Jenseii's 
inclination  toward  a genetic  explanation  of  Negroes’  lower  mean  scores 
on  IQ  and  scholastic  aptitude  tests  rests  principally  on  two  observa- 
tions. Firstly,  the  Coleman  Eeport  showed  that  American  Indians  are 
widely  regarded  as  the  most  environmental]}^  disadvantaged  miiiority 


3*5  Assortntlve  nmtinp  la  tlie  pronouncwl  tendency  for  like  to  marry  like,  In  mensured 
intelligence,  cducatlonnl  nttaimiicnt,  and  various  other  soetoeeonomic  characterinties.  As- 
aortatlve  mating  between  genetically  similar  adults  favors  '‘the  reproduction  of  gonotically 
similar  children  In  any  given  (social)  atratuni.”  ‘ (Eckland,  •‘Genetics  and  Sociology.”) 
Ecklnnd  bel loves  that  assortatlve  mating  for  Intolllgonce  Is  probably  Increasing  and  as 
the  social  ’‘system  strives  to  achieve  full  equality  of  opportunity,  the  observed  wlthln- 
class  variance  among  children  tends  to  diminish  while  the  bctwccn-class  variance  tends 
to  increase  on  the  selective  traits  assoclatwl  with  genetic  dllTerenoes.”  The  elVoct  of  as- 
sortatlvc  mating  on  IQ  scores  should  not  be  underestimated.  With  a sfaindard  deviation  of 
1.5  and  a normal  distribution  of  IQ’s,  the  fronnenoy  per  million  persons  above  IQ  ISO  is 
22.750,  but  without  assortatlve  mating  It  would  be  9.000  or  only  4:-?. 5 percent  oC  the  present 
rate.  Above  145  IQ  the  frequency  per  million  Is  1.350»  but  this  would  Call  to  24*1  or  17.9 
percent  of  the  present  rate  without  assortatlve  mating.  There  nrc  about  20  times  more 
people  above  ICO  IQ  with  assortatlve  mating  than  we  would  have  without  it.  l*lie  phe- 
nomenon Is  described  In  Jensen  ‘‘IQ  and  Scholastic  Achievement,”  pp.  S.5-37. 

.Tensen,  “Social  Class,  Knee,  mid  Genotics,”  p.  15. 

5*'^. Jensen,  Social  Claaa,  Ennc,  niu'i  Genetics,  p.  7. 

^“8  See  Jensen,  “How  Much  Can  We  Raise  IQ  and  Scholastic  Performance?*’.  See  the 
Coleman  Report  also.  There  is  considerable  evidence  that  IQ  tests  do  measure  the  heri- 
tability of  intelligence:  ”.  . . Intelligence  tests  snch  as  the  Stanford-Binot  are  not  so 
ciiltiirally  biased  as  to  be  Incapable  of  reflecting  genetic  factors  . . (Jensen.  “Social 
Class,  Race,  and  Genetics.”)  Eckland  states  tliat  “.  . . the  presence  of  a genctle  com- 
ponent In  conventional  IQ  testa  1ms  been  demonstrated  in  studios  of  foster  and  adopted 
children.”  Eckland  points  out  that  IQ  and  aptitude  tests  ’-do  not  Isolate  Innate  ability.” 
but  that  It  does  show’  up  In  Individual  and  (sometimes)  group  dilTercuces  on  these  tests. 
(Eckland,  “Genetics  and  Sociology.”)  Jensen  in  “IQ  and  Scholastic  Achievement”  states 
that  IQ  tests  “can,  so  to  speak,  ‘read  through’  the  environmental  ‘overlay.’  ” Do  Fries 
states  it  well : “However,  these  mea.snres  of  intolligence  are  relinblc  (both  repeatable  and 
internally  consistent)  and  have  predictive  validity.  Tims  performance  on  such  tests 
(‘measured  Intelligence*)  Is  a satisfactory  character  or  ’phenotype*  for  genetic  analysis.” 
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group  on  practically  any  measure,  yet  the  American  Indian  ability  and 
achievement  test  scores  were  consistently  about  half  a standard  devia- 
tion above  the  Negroes^  scores.  Secondly,  it  has  been  shown  that  the 
incidence  of  technical  mental  retardation  (IQ  below  75)  is  much 
higher  among  Xegro  than  white  childi*en  at  all  SES  levels,  and  in  the 
two  highest  SES  quintiles  the  ration  of  Negro  to  white  children  with 
IQ  scores  below  75  was  13.6  to  1.  Jensen  feels  that  if  environmental 
causes  were  the  reason  for  such  differences  in  mental  retardation  then 
there  should  be  less  Negro- white  discrepancy  in  the  higher  SES 
groiq^s.  Whether  Negro  and  wliite  social  classes  can  be  equated,  how- 
ever, gi\*en  the  existing  social  pressures^  is  debatable. 

While  many  scholars  deny  the  possibility  of  a genetic  iiiter])reta- 
tion,  other  scholars  feel  that  the  evidence  is  not  conclusive  either  wa}^ 
as  to  a genetic  or  environmental  explanation  of  Negro  differences  in 
IQ  scores.  Gardner  Lindzey,  who  is  an  example  of  the  “new  breed*'  of 
social  scientists  who  are  also  sophisticated  in  genetics,  asserts  that  an}^ 
social  scientist  witli  “a  reasonable  background  in  genetics’’  would  be 
unlikely  to  argue  “that  there  is  no  evidence  for  genetically  determined 
differences  in  behavior  between  races.”  BntLindzey  also  asserts  that  it 
is  virtually  iinpo.ssible  to  disentangle  the  genetic  and  environmental 
influences  on  a character  so  complex  as  intelligence.^®^  Lindzej^’s  state- 
ment appears  to  agree  with  an  earlier  article  of  Jemsen’s.  In  January 
1968,  Jensen  wrote  that:  “As  far  as  I can  tell  from  by  search  of  the 
relevant  literature,  research  on  racial  differences  does  not  even  begin 
to  peimit  one  to  sort  out  the  hereditary  and  environmental  compo- 
nents of  the  demonstrated  phenotypic  differences  in  mental  abilities. 
Therefore,  statements  concerning  the  relative  importance  of  genetic 
and  environmental  factors  in  racial  differences  can  at  present  be 
nothing  but  conjecture  and  surmise.”  A year  later  in  his  “IQ  and 
Scholastic  Achievement,’’  Jensen  obviously  feels  that  more  can  be 
said  that  evidence  does  support  a genetic  interpretation,  although 
Jensen  has  not  tried  to  quantify  the  relative  importance  of  heredity 
or  environment  between  race  in  his  later  conclusions. 'De  Fries,  how- 
ever, believes  that  “we  simply  do  not  know”  if  the  difference  in  mean 
IQ  scores  between  white  and  Negro  populations  is  due  in  part  to 
genetic  differences  or  is  entirely  environmental.  De  Fries  asserts  that 
“we  have  no  unambiguous  evidence  concerning  what  proportion  of 
the  variance  Tyetween  the  racial  populations  is  genetic”. 

Another  explanation  offered  to!  account  for  racial  difference.s  in  IQ 
tests  is  the  so-called  interaction  effect.  Harrington  explains  genetic- 
environment  interaction  as  “ ‘one  man’s  meat  is  another  man’s  poi- 
son,’ ” and  even  if  Negroes  were  not  as  capable  in  scholastic  achieve- 
ment as  whites  then  this  could  still  be  an  effect  of  genetic  interaction 
with  an  unsuitable  environment.  If  the  appropriate  environment  were 
found  Negroes  might  perform  equally  well.^^®  Eckland  similarly  feels 
that  if  we  could  identify  the  right  combination  of  environmentnl 

Gardner  Lindzey,  ’‘Genetics  and  the  Social  Sciences,”  in  Items,  bulletin  of  the  Soclnl 
Science  Researeh  Council,  September  19G4. 

“Social  Class.  Race,  and  Genetics.” 

“Tlie  Genetics  of  IntelllRenee.”  ^ . 

’«See  Gordon  M.  Harrington.  “Genetics  and  Education”  in  the  American  Eau cation nl 
Research  Journal,  November  1968,  pp.  712-717.  (Harrington  is  replying  to  Tciisen’s 
“Social  Class,  Race,  and  Geretlcs.’’) 
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*4  o i It!  MihI  tin‘M‘l  t'{  |ioj'iiU‘'*c  tn.  ii.o  ii^oi  i : tMi 

• H'OloniMliKM^^  tto«itt«tii:i|iiit  rlic't  t'lui  ht  ruiiin^liii^)  1 III  <1 

l«M  tW|l  t u ^*1114111.11  ^ H .lt-MMMit  lllitti  44<M  ItHi  t l4)^  4 c|ct  i‘|t|l 

nlih  ii4  i ciu^tu'liii^  tl  V uHii  fititl  i \n  u4  in; vH^ciuimuiiI  t.hiH 

Vifi  l.hi  ImI.iuH  if  1.1**'  i*4*i 

tiiHitl'iioiiutt  l4mii  ihuH  iKri  4k  fj-iniii  l-iiul  t‘i*K  Ik  ^iiiiit 

i»^  i*tl  (It  |ilc»4  ^ Kilt)  JK  41  ill**  *l : t‘|*4i  1h'  h n,|'iluiu*c1  In 

ImHiIi  tltltcUtiiH  itt  Tittu  tioH  ii  cii  f1itritiii  llil^  1‘itii  Ik  uIhiM^»cu|  Io  umiI’i' 
ultiMtijUl  rfH|flIl  ^ |ii|t  Kltci  IMK>  I'l  iIlH  4Ui  !lx  1l  K«’  U-'utll  li." 

IkK*c»||»’  K^iM  IkHUU  Ct^l||i»KU*<l  JS|H  I lu  Uli|f!l<Ui 

1Jc|4t^  i,\f  tliiiiot'jr  liM  nr  1.11  Ik' 4 kUiMi  t'elU^l<iit)  Utuhi  V ftli 

14k'  Ik4>WM^^14  iltUuH'ftitKVa  -ill  nHAiliitpIc^  Wi  loir  U‘U* 

l.ltlilK.!  c4^fMK  (4l;\  «i|i|KK*t  Ulill  \ lilt  Vuli  KJ^  ||lit’lol‘:lt'|i  lK’lrtli’'^til«’  tiot4i^;.rn  Hifi' 

fill  vliUl  «!444»  4«) 

if  Jt  Ilf  KIiKH^,  >tf  ih  t 

n*i‘  U 4*«  KMlt  ,4*i  4-^4  4«^>hji4h9M4M«i  ♦»**%  'll**  '’MU'  U* 

KiH4<i>4i^um)  iKiMh  fiiliVt  Kltl* 

j#,ttyVMtMK^.  "O0**II^D*  lit  ^t|i«  if  pH**^*i***^iif  t ffHitnItMi 

alMKi  IH>  <Ar^  ti«i> 

V tfSU*  jihliilimiPNiin  i¥  «KII  4^lltv>4«<KtKj^  KMi«itMHMill  ti-  ImiUi  *lf  0u4iini|)> 

#tMli)iii«>  #ti»  C^lkVK*-  V *5KK*t  **^Wo«IU»  4li  -"iiioi  *4i»<;  Ci<i>Mn 

u«;iHiiHnU  -tti  ’IniUttd  iilttltt*!  ' VKW't****!^ . ^KWt  1»|>  tf  t 1^1*4- 
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,\tt  fCikplorafimt  «l  Ihr  DrU't'minanU  af  KflWInmrKw 
<tt  ilifitfcf  li^lscalion 

|?<i.  Vtf  $t, 

JMTiOj’H  < IION 

*|Hir  ni  l.ln:  u ! o r*r  \ ii  M;.  ft  thl  imtritniU  iW'  vluil 

juH't*  hnnH  ifotihd  lo  III'  ([lnU^fn,t Until > ;juu'ljty  iti  :uii<’U'ri'^ru'!iunl«‘  »Jlg 

I'nlilol)  !tn  ,.'^rmn»>l£'li;H 'fiMTlri^>£rtr  n;ln*l  rtrti : f ’V  :r|!|  ll»t  itK»l.f;u 

r|r|i  'ti:4*if^j  -1  £>1  4l£U»rn'f:t  1 lir  irrtJIlK^  Cf ntl  irtirnUMfll *v,  Htl*!  l lli'  7'«*nfni> 

flirt  n in<u‘l,  t H l.linl  t tifrt.h: 

7tl^,  **t|  ntii>  n ll'f,,  «tr4  I tiol  rrti  li 

ooh'f Vty  lutn  'l^  otily  'l£>  ax  }inl  f'nu  W ^*‘‘1 

Ihr  nKl;Ui*i'  nf  Itl  i fir  UtM*lfxt’^rilVl Un1<i?i, 

7'^ie»  rfunl  ffy  nti  ^ ^‘rVlIr^x'r  f»t'  mi  M'f  I’J.rl  y :ia 

1*1  ll^  l U«»  cij  iKifVUi-  ij\  ^ i»«*  1^»i‘ 

t>7'  l}te*  of 

fuf’ullVj,  r#f  itU'llU  SA  ’ Ht^rtsiVithiXh 

iHtil  1,lfli‘:^'  H7'(‘  :ltl^lllf^  I'lllilif'l'  iliJih  tuM  ^ llli'  £ 1ili*>^y 

H4*r\-v  n^  l^  llui  nr*'  TIk*  llini 

i'ntiK>  tih  l1ii»:«' itii'HMi t'l‘^  j)t  >«lrr  ilsxilij  nh  liliixtn^  wliiW*  lU  iriiitiy 

ri  iin>  *>f  tin  it'lKiiil  -mIuiI  t*«')iUy  i^i  il>  rrtiir1i-ti!?,,’»  A«" 

<)|  liMAix  itiWtiy  Vi  'i%r  >•  ititxrn'5'  ti  *‘«tuyui> 

■cif  JifiXiX  *t*iH.tlV  «*t  *v*ti£*»'4l>  1r*  1}||»  f'lf  )ifiw 

ijkc*  rif  Jir^v  tUntiy  *x*/t1t'a*«x*  ;it)  |.hr» 

ixfiUt^p  liw^‘  m*t*  tirrt  txtitjrnlifitujlly  < 

Tl‘i>  litui  Vk»  rJlW’f  rxctth 

vif  lM»  cif  wdl  Ik* 


I Tine  siCAiK  n mu  i*iumt*<nviTV 

<Uk’  fl'cxc|l,urtl1  fxUiJ’^Hyiut  iu  t W f*  I’HUliitljJ!  uf 

hfta*  Vkk'U  \*\  iKkUUl  ijii*  fkf  n £*c*11c^*»i 

<itl  1u  ^vitl  like*  fiilicnujla  Wltltid  l3ila>  :u  J «1Utlr‘3llai 

•wui)»*>f  0ir  trtnlf  t4  *'f 

I'  *iif  ||ctii1i1\^  |!44u**kili«rHv  W<4fw|'<’  TH**'  t»t'** 

^*>ti((»4  4ti  <1#»  -H*rt  1i*K**i«»wiil'll,\  7*c':J>W»*w'tl1  Ou'  rtf  c4  Ili«> 

*4  4‘k1rt<»«ii*At  <»!’  \%u'  ti*^miHrt*‘tti  «rf  4l*Ht)i1k,  |04xi<’<*i'^cmt  iiti4  \V<4fk*i*i- 

* viiHkirtiv^  ktlwrt  ♦••nrt  <rt  I**'  1iix4  <1m'  *Hnmnf  »»t  U *»«)»*»  or 

M»4  ^iw  oCli»'i>*  iWix  |l«r,  %\ni  *411  k**\  4X«o|>« 

r1»HW  liofop*' 

-nitl  )|W  *'  9i*^ 

^ A«M»rW’#*i'  i*'iooo‘tt  *»n  Wii44nr*on,  IH  iiitttx, 

^ itl 
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r«t7j  rrjilsi  jiIH'  lh<'T'<'- 

ifffv  ih(»  ?riiti)lKT-  (ii  <ii  Ji  }nU‘T  1 l*t' 

ilfrlofjiU'^  |w’j'  X <*ii  Tnil^Jt  ^k*  :jT|  ^’Jisjlv  'Xc -Ic* 

itn'if  ^ <»1  i.]>r  fMlur-fji  »oT).'il  rjWfiliiy  ni  !\  rollr^rf.  1|k'  i- 

<itnl  c ;u  V ii>  f j iiM  hi  I jy . 

'I  }»f’  fifstt  e*rHl(>  JA  ilT  l.h  V\  ^^l,^  <//,  |7/'A,' 

<*./ .1 '/A/' /vVf.'/r^  >r /V'a/.V/a  It,  II.  «tnll  it.  H.  ic .(C 

yy-ij  ) K'hJi]»]^  JiTmI  <?oo(?r:ir.}h  M?l')|  JiTl  ’jTn]K'T|4ih;^^  alMiTl 

:tMrr»1:i:!li-,  1'(iJ<t  <1>rv  ait) 

Mh'tr'lj  iti*;1.)1ti1  -WTT'f*  sir  )rht;uis..  '1  iwr>tv  £ltt'|*)  U- 

1'»  tu;i)iy,  iJn/HsiafMi  *ir>ct)l  »■.,  ’W  }K'1<i  i Ik*  l'^.h.1’).  <»t  IaJkII 

I i'o/l  I ii'ti  ^njt^l^:l1^'ht  Ixii'ly  ‘4  !i,  a\  rl'c*  (mHu  nlrt*:**!!  ;j  »rt  n*i1 

lliry  li«<1  r'oTlojvp  ( 3 ^u^l1c*^(«5  jil.d  iil,  n-rr»  i1  k*5., 

A i1  y iitnH(*x  ^^■H>^  ;|)y  ^iA.i^ilih;^  inritnlK'r  ^4’ 

tlif.kr  U ^,ji3  mttrj'l  ir^' „ mIiC  f 

1 h'v  <4  1.}ir  *ih  tiThrt.|1ih1;irm^  <'rri  ilifK'  of  »tr :jc  Ti1-i»rt  v 

3>t*»'f'ia|hrm*}’*l1y  aj1>  <flh'iy  *»0  -wri^f* 

rhs>t  jlijl  «?i4  51  l!hc* 

llt'^rtn  fjir  thi441c*  atMi  l:if  WV^I..  I'ot'  l3)c‘  41  <b<*  ru^at) 

J»r(n1iif  lurh  <4  M^trt  of)  )Kw*<#thf»  1) 

^ M tl3)  Ji  t1  Wfhlatui  4r>A‘i«1;iHt)  c4  3 ,i  , lUtvj  C 44U'5'<*  M n ril  > ) 

iHrif*  -.  tilaf)4i!tf't3  4ft  iailififiai  abctAf  l3)f  thcati,  Scwrhcl  v «*  (’al. 

TW'1>.  iM  To, 3,  t!an'>tt4  «t)4  MJ.T* 

C ollfrt'fi-  of  ciV  )hn^  tArf'f*  )c‘2ia>  or*1Jrj;^'si  <*f 

thiddblflt* 

<y/v'(7yV<*  oi\ifnuTioii/rt  HA  ru  f<i11nAt  fM!  ih  l?b‘4llV  «tl4 

yrftmfrr  Aw/tVf/tfi  Srhot/tr  //tV  y!  Ofh 

Jh  tA^4di  ’j4ft)t4fWl  ?(}»<*  i)tl4ff;?t'?)4iJ«1^ 

ot'i^^ih*-  of  wr1)f*l!if>  it)  silJ  4is*f‘ij4it)f‘»  »fl)ic‘V<A(|  lJ)<*  4<^;jttM^ 

(11  i1k*  \4';it’*'  3*.)i0  .*4*  Jitnl  alawi  1»si4  rat'iu«l  <1)f  l*J).l^, 

»HA«t'4fw|  -unnrj'siiyi,  g^nffttroft)!,,  <»r  f»rivai^  fotjtMiJtiion  fc'5J«tH>.l)ijiai 
f\fVMi4:ittg  yoaf  for  «Jodorii1  )sit)4y»  «t)4  CJt^x‘t)1»s-ut)i 

!|c»uiii3  a4rJ»r»]nr1y  fjtocjtic'^iviiy  io  l)f  ff)uof*ritr'jiiA(|  Atwotig  A very 
gtvMi^i  of  111^1 1 1.141  j<jha\,  I’Nfiy  />r  f*hl3pgt*ai  otil  <if  l})<*  tnotv  ill  at) 
gt‘« tiling  l»»c|)f)ot>’  all/aituxi  a raif  of  tr)»1<*  PH. II.  |itv><)iKiion 

iti  fx<'x'*5'  of  30  |»r|  ilif^n*i3M)4,  ^hu!  athoti^  0)f  ratigo  i*  fr^wi 

30  1<i  alumi  00,  All  *H^  t'f ‘thaitiitig  it)-l'0ii1  ic  »h^  atf  rtHiAuloo  ?) 

tiativrw  r.itigr*  lvit)g  ft’^'it)')  0 to  |0  J»f}‘ 0»oO»^JIti<H  tl  ill)  Vfty  l)rj)Vy  rotirvft)* 
iraiiot)  M iHf  fovT>r  vsilnr,.  THe  fHonitfx}  iHjii  HigH  ooai  rvilH'gf* 

M'c'tf  $MMA  units h ally  jiffMjiKiiHf*  iHai  iHt*  goograftliif.al  gra4ift)i 
«:rvr»<l  Hy  Kt).’*t»ii  fl»t)4  cHK*<ltirH  }f*>s;  frHsrjily  «lfHt)«l*  ^t)«l  iHm 
tmivrr^iiW  ati4  liix^rsii  eamiot  Jk*  4)*rjily  4ilTfre«ti- 

nif  auihot^s;  ftHin4  iH<*  cvksi  4ijsc*tv|tajic*v  wiiH  iHe  earlier  »«Hi4y 
tn-os^  c HaJlfittjjitig.  Kcir every  ««irttp)e  (Hy  4M}tJihe  an4  m%)  iHe 
fulfil)  for  eo»a  ir4  ailendanoe  ia  at  l.Hvjtv*  |irvxl«ct4ve  t^fv^potiion- 
nielv  a«iHe  -waining 

Hie  farior  of  <v)»«  aUendaiuv!  {irumi  <vm«ii4eiiUy  iHe  mM  «gnif- 
jeani  vattaHle  in  tliilereniUiing  fntxlueiivrt  from  unpt^netit'e  <^ol- 
legtw,  THe  lUatAi^fMmrv  between  iHe  wa*;  ev|iJaJne»tl  by  lb« 


•ufH<4ra‘  proMnifiim  iJwit  eaMwti  high  eoin  ha4  in  ibe 

lwo4cy^a4e«  ( IftSS-lWS)  umlenrrme  amnHbJng  of  a fevolntjon  in  cJrtr* 
arier*  UaU  la jib  lo  jnieUotaoa)  cjjmaie  am!  i^iiitbrii 


TJk'V  :i1<T  U*  : T1>^  lull  'vliifh  'MKjc'nl*' 

uf  *ii|»rnnr  Ui  niUn*!  <}K^«ic*  in^iiiulKUi^ : M^r. 

<4n<ih',  -r*;iki4^fn  ^WKr/inv  Mif*|*ffiiiii{r 

«r*1up  ajI  a 1c*v<*l  Mtil^timvii  '«ri<l  xnir^nUf’ipJitH  <iutinjr 

i3jf»  f*3rlirr  Mii<lv:  tliinl.  tlir  jrf’tif’TMl  j»nK}>rri1v  of  tlu* 
iinii<M)  nffrr  f])f»  t^vir  avtliVvi  ni-ff'jMlfinf  <’  it  )n;*]i  f*ovf  of 

»;hi<lriitfc.  who  wf’t***  jU'<’vion*ly  c»\flin!<v<l  i*  r fitirjTKuil 

I )n^  o<ri<ijt  ion  of  ■‘if’if'Mfvf*  nlwt  a in  Ui«’  notlior**^*  c\- 

of  <Ii»*rfif»p.ir)rif*»>  3 k»1  w cv'Ti  t^\o  TJjf*  <!r.ltn.’if  jr 

«rhir\<»nKi)1>'  <<f  in  WorM  W^v  11  ntnl  if>  pivviij^n* 

:ith|  fitMiifj.i)  r^tuni  jo.’ol*’  it  Mt*  f»u‘  rhuiM***;  l»<*‘ 

fotv  3i:h1  Mj.nJf*  it  fi  ^Mr.itjoJi.  'rw'cTlty  Vr.lT'fc  r '.irlif*r.  ih**  tr^iiTlil);^  :in<i 
<4ri<‘ijt Mt  i«>n  of  w:i»  in  Mtirn  :ok1  n^tlicvl  in  «tntot. 

Vmt  *<fji‘tJ(’r  hrt<l  l.ihri)  tin  n :i  tmn  for  tlio  tlo^wlir.il  nn<! 

itjtf*11;M  •!  u;j1  . thr  jor*3i3»3o(3  iri  llic 

tnoi'i'  iv!u.t.vN3io(ll 

ati;^  :i.ri  llir  |’»|r»(Jilf1if'tf)  oj  »■«  flt  of  U’if*  'nMS>-yvK>ts 

riroifiliil  ion**':, 

1 1k'  Iniinnnitit^  wotv  <'on^jnni<m>ii  for  ilio  ^rnnll  nmriWr  of  it*v.i3ln« 
whirh  fvoit n1ojlioT]*»i  lo  iImsk  jittm.  Anion^r  nni\or* 

ijif*  fiftJi  in  ilKojt  l3vo  tinif**:  rnotv*  J♦^^M|^Jr1i\f*  c»f 

frlton^hip  nw  ircioT'^^  ill  hnmaniti'^v^  A*thf*  twi,  of  hi;r1i  pro(1nr. 

tivity  iji  fljc*  htjmjiriit)o«  ayv  ^'^♦nfv^ntrjiiitvl  in  NVtv  I'n^ylatnl  0'*|Kvia11v 
an»1  <l»c*  noTihra«<  in  tvvruitmcnt  of  fc^holar»s  for  tlnV 

Mi\  njxm  Ji  *inir>l*r)y  nJimow  ha^. 

UoIk'^i  in  latc*»i  r\j»1oraf ion  of  flio  haoral.inyvato  wnitvov 

of  >irhojar>;}tip ; Th^  of  AwT*^^ti  SrhoforA'  ( Kn^lo- 

WfMxl  Clifl^,  Xrw  Ai'r^y,  fount!  that  for  tho  jv*rit>t1  innCi  in.V.t, 

t<n  inMiintion*  atv'^rtjnf^vl  for  t^jo  haoralaijfv^ato  ori^iin^  of  lioiucvn  a 
ouatitT  Jttitl  a fifth  of  all  humaiu?«*iif  !^holaf>:  (lu»^iory,  filit!o»^ipliy, 
Knjjli^li.  foyrigfn  !anglJa;ro*,  finr  art*  un<1  Half  of  nil  Inimnn- 

i»fir  w-hf0.ir*  <jf*nvo  thoir  harm Jn iirv.it os  fr^im  aK*nt  Pi  in'»iitntion>^.  <ir 

ihiti  i pf^?‘fv*nt  of  all  inMitntiou*  g:ratitin;5  hnfJtolotv*  in 

tn.%n.  Knapp  fi^intl  ntilmiatlonin^yof  <hol»a^^  in  tho  jx*rjtx1  frvtm  in.'tn 
fo  PM%  arol  from  KMfi  lo  inr<r^  an<!  Knapp  snys  is  no  jn<li<Mtion 
I hat  ihf*  l.arr  alamv.it  o ori^jin*  of  humanistic  scholars  have  l>crom<» 
motvc\icndr«1  xinrr, 

^ri)c  oon  fill  tr.it  it  Ml  of  fitnalf*  ^rhojars  in  <Jif*)jnniani«?oie  (haoralanrc- 
ato <tri^aii«)  \i^vwu  niotv c\tra‘m<* : UHnt^itntion*  ac(vmiatc<1  for  almost 
one  tl)ir<1*  and  ^11  for  otcr  half,  of  all  female  ^icholars  in  Ihe 

hnmanitieiiiv. 

A«*tn  Ami  UnlUmP  in  repor<<Hl  a elo^te  intert^elation'ihin  of 
financial  tvHom>n<^’iofe*d1e{jv^,»4ndent  fpialii  v,and  Ph.l),  output  f^  (nac. 
calamt^Aie  ori^rins).  A sample  of  ^*y«*Ar  cr>lle{rti>y  in  Uh^^>  fomni 
that  the  haccalaureatrt  oHyrin*— IMt.f).  oulptd*  of  hirrh  endowment,  nri- 
tmteinMitmion*  in  the  s^ample  awarrotj  in.H  jw'rrvnt,  whenerw  the  low 
entlowment  colle^reni  were  only  Jl.fi  jx^rcent,  Iityrh  hmliref  pnhlie  insti- 
Inlionx^  had  a pnxinctivity  xonrv  of  4.fi  |xtrorni  and  the  low  hndyjat 
public  intditution*<1.2  ivrcent. 


W,  MUm  icMoi  U ||<^Uft4,  *‘TM  Pt«tOI»«OtMi  tit  'WNiltV  iQ  IHtbt'r 
!«♦»,**  «m4  rxo^wov,  wiiii«<r  ifi^.  re.  iia-isa. 
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III  |ii* *xliirtivily  Ktiidic.s  A^^iu  * ajul  Ifollaiul  ‘ control  I «1 

for  iiiiMii  liy  a of  National  M<’ril  Srliolar.sliin 

ror(Hfranuii  (S"MS(,*)  winiuTs  and  ijoar^winnorF,  and  nnaly/xvl  col* 
lofic  allcMMna*  and  rlmirc  for  this  Iii^li  aptitude  lii^li  m’JkkiI  senior 
saiiijde,  1'Ju’v  romduded  tlnif  dillVnuitial  institutional  pnaluctivily 
is  a ftm<"tif»n  of  th<»  f*<nirc*ptnition  in  tliosi*  productive*  co!h*p*s  of  e»\- 
repi  ioiially  aide  si  in  lent  ivilh  iradoniic  motivation.  Knapp, 

ft<WKlric|j,  ami  (tnvniianm,  nhiU*  not  disropmlinir  student.  (|uality 
at(eiidin;r  lludr  nioM  proelnct  i^  e institiitimis.  tended  l«i  put  \ lie  prvater 
eni]dMsis  on  the  in^tllntioim:  faculty,  ohjeclives,  and  intellndiial 
almospheiv, 

Heist  af*  hy|K»l!u*si/>(Hi  that  the  lii^rhly  pnidiiclivc  collop'.s  in  the 
Knapp  and  Cinvnhaum  index  aiv  meiu'*  allniclive  than  the  Uvns  jiro- 
clijriive  instifutums  to  National  Merit  Scholars  with  lii^h  S4Tn»s  on 
<exlain  iK»rwaialily  tests  <lesi;rm*<l  to  iiu*a*oin*  attrihiites  c|o>vly  ndntinl 
to  intelWlnal  oneiilafimi  aiul  intelh-ctiial  fund  ion  To  demon- 
strafe  their  hyj»otlie>is  that  (he  hi;rlily  prxKinct  ive  collc3*s  ^-et  not  only 
hi^h  nliilily  sindeiits  hut  students  of  a more  intelhvtnal  orienta- 
finn,  the  atithors  ]>rei>an*d  a s^unple  of  the  NMS(*  winners  and  near- 
winners  ((Vtiificaleof  Merit ) in  HtriU.  Tlie  total  sample  was  in  nlKiut. 
Ill  rollep*s.  To  elimiiiate  ahilily  dilTenmces,  students  at  low  produc- 
tivity eolle^res  Were  drawn  at  nmdom  and  matched  in  *Scliolastic  Apti- 
tude Te*-l  scores  with  students  in  the  hij;li  pnaludivity  colle^yes.  The 
authors  c^mcludtsl  ‘‘that  students  of  hiirti  nhilily  attending  hilthly 
prmiuefive  iiir  'fufions  have  a pattern  oltniits,  values,  and  attitmh^s 
which  is  rnon*  eI^^S4•ly  ivlated  M*rious  in(elh*rtual  purauits  tiinn  have 
students  of  hif:li  .dniitv  allei'din;;  less  productive  institutions,*’ 

A coiicle  'in^  ]ty{K>tfie.<is  put  foi  %vanl  hy  the  authors  was  that  the 
liilih  pniuUctivily  of  .'-ome  schools  is  the  outcome  not  only  of  the  cpiality 
of  student  input ,*or  the  colle^*  ilself,  tml  of  a fortunate  ('omhination  of 
fn*Mit(y  and  student  px|k*ci  Mions,  inten**:c,  iiiid  values. 

Astm  found  that  hecoulu  tu\*iUct"‘Adu(ivelv  accurately'’  the  actual 
SMh  Ih  output  of  a (V)lle;re  fri^m  an  exp<*cted  Vh.  D.  output  based  cni 
M*\\  major  fields,  and  intelli^eaia*  level  of  its  .‘^ludeu(s.|  He  applied  liis 
scheme  to  a sample  of  iifio  institutions.  Public  institutions  were  fouml 
to  !h*  sijmificaiil\v  over- prod  net  ive  (eX(H*ss  of  actual  over  eX|H'c(ed) 
whereas  eastern  mens’  colle^rt^'^  were  found  to  he  sif^nifieaiitly  under- 
prfxinctive  (lower  nctiml  than  c.xpccloil). 

Asliii  altribuUHl  the  under-protlucliou  of  the  eastern  mens*  colle^c.s 
to  their  (graduates  onterin^  earlier  into  busino.ss  niul  profes-sionul 
canH*r.s  Ihendiy  U*iuf^  diverlisl  from  the  pursuit  of  graduate  ncmiemic 
(le;rnvs.  In  ailditioiu  the  ntlaiument  of  a doctorate  inav  not  rt*presi»ut 
the  same  di-^ree  of  pei^mml  nchievement  or  .‘^K.dal  mobiliiy  to  the  typi- 
cal simleiit  of  ilu*  erderii  meus  rolle^^e  than  it  does  to  tlie  student  of 
c*omparnliIe  ability  enrolled  in  other  pDogos.  Astin  concludes  that 
Ph.  I).  pnahiclivity  may  not  be  a sensitive  mensuixi  of  tlio  effect iveucss 
of  umler;;radmite  imstif  iif  ioits. 


* .MrXMDili'r  W '‘UiidtTurndiinti*  In»tUuUorm  nml  0i<«  erotliiciioii  of  SrlciiiiNiM,** 

Xrtrrtrr,  *,in  July  jiMia,  nii,  :t;ti-aas. 

*Jolm  I.,  Uoltniiil.  '‘UmlpreriuluiUo  Orlcinii  of  Amrrlcnn  SclriiUiitii/*  fidcncc,  0 Beptom* 
l«*r  J0B7,  m>.  4n.'Ma7, 

iMiit.  T.  U.  MrConnrU.  Krflntt  Mnuier  nnd  Pboebo  WIlUiimR,  *T«monnniy  and 
Scholurtililp/'  svirwrr.  10  I'Vhrmiry  1001,  pp.  ^02-307. 

▼ Akknnilrr  >V,  Avtiiu  *’ ‘erotlncttrlly'  of  Undergraduate  InalUutlona.”  Sdearej  13  April 
1002.  |ip.  120-130. 
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Tho  impart  of  llio  rarly  productivity  studies  of  Knapp.  toMMlrieli, 
and  (trornbaiiin  and  tlie  pulling  and  tearing  at  the  rtrj;'‘turc  they 
raised  l)V  soliolars  sinre  then  is  a little,  hard  to  fatlioin  today.  Those 
studies  (lid  servo  to  forns  attention  on  stndent  output  of  nnder^n-aduate 
rolletn* *s  and  they  were  useful  at  the  time.  As  (\  Wri;rht  Mills  oiiee 
remarked  : “When  little  is  known,  or  only  trivial  items  pnhiici/.ed,  then 
plain  de.*^ripfion  Invonies  a radical  fart  . . Perhaps  then,  we  may 
understand  the  impaet.  at  the  time,  of  thr»se  early  studies.  Ihit  as  David 
Kiesman  observed:  Thei-e  are  problems  “in  ns.snniin;x  that  seholarlv 
and  leieiitifir  vf>rations  are  an  adecpiate  test  of  theqtiality  of  a college.'* 
Rie.sinan  concluded,  however,  that  “The.se  detailed  and  careful  inve.sti- 
^^itions  are  an  e.s.s(*ntijd  first  step  towards  a roniparative  analy.sis  of 
collejxe.s.*' " 

The  slant  of  tlie  evidence  <renerated  by  the  pmdiirtivity  studie.s  is 
direc  ted  to  the  conelusiou  thattiie  Si  hohirly  product  of  a ecdle::*-  n*.^(s 
larpely  on  the  academic  abilities,  attitudes  and  values  of  tlie  stu- 
dents who  enter  it.  The  unanswered,  and  nio!*e  dinirnlt,  haixler  to 
measure,  fjiie.stioii  is  what  happens  to  the  stndvms  in  the  rollejrc?  The 
inquiries  into  the  iintnm  of  higher  education  .tinre  the  productivity 
studies  l>e^oni  to  run  into  dry  sands  hiivo  taken  two  liroad  din’ctious: 
The  sen n‘h  for  rlinnjre  in  tlie  students,  and  the  ‘'•eareh  for  tlie  impact 
of  the  eolle^r  eiivironinent  on  the  student.  The  two  approaches  .‘sliare 
the  .same  froal  of  the  effect  of  the  collepfe  experience  on  .students,  hut 
the  means  of  inquiry  arc  difTerent. 


Heist  demon.stnited  that  .‘Students  of  very  hi^li  college  aptitude  had 
already  made  a si/rtiifieaiit  self-scdection  in  their  elioirc  of  rolle/ro.*’ 
The  students  with  the  iiioiv.  pronounced  intellectual  orientation  went 
to  the  collets  that  were  more  ])rodiictive  of  futiii'o  scholars  and 
scientists  than  did  students  who  wore  othcrwi.'sc  equal,  and  who,  ^iven 
their  National  Merit  Scholarships  or  Ccilificatcs  of  ^[cri^,  prob- 
ably could  have  ^mne  to  their  first  choice  college.  Holland,*®  in  his 
analysis  of  jiitxhict  ivity,  determined  that  the  j)an  iit.s  of  N.MS  winners 
and  near-wiiniers  who  went  to  lii^rh  productivity  colleges  placed  a hi^h 
value  on  “learning  how  to  enjoy  life,  and  develonin^r  mind  and  in- 
tellect mil  abilities,’’  while  tlio.se  whose  children  (NMS  winnci's  and 
near-winnei*s)  went  to  colleges  which  ranked  lower  in  productivity 
placed  less  emphasis  on  iiitollectmil  ^onls. 

Thus  the  conchisions  before  ns  is  that  the  ])anMits  of  hi^h  aptitude 
eolje^c  stiidenls  not  only  have  a formative  infliienee  on  the  students’ 
attitudes  and  iiatiire.s  but  airo  on  whore  ho  ^oes  to  collo/re,  thereby 
nirwtin^  tho  Ph,  I),  productivity  nitos  of  tliose  colle/^es.  Ihit  prodiio 
tivity  are  n fniitle.ss  way*  of  tryiii"  to  measure  the  impact  of 
collofro  oil  students.  As  Snn ford  observod : 


•‘*Thc  Jacob  Uciiort*',  n review  article  In  the  American  Sociological  Review,  volume  23. 
1038.  |ip.  7:12-73.8. 

• llelut  cl  ah.  •TerRonallly  and  SeholurRhlp.** 

Holland.  "UnderKraduate  OrlglnR.** 
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It  .seems  timt  most  attention  lias  l>cen  given  lo  iho  (iiiestion  of 
wliat  factors  in  llic  college  situation  contriljuie  most  l<»  the 
production  of  scientists  and  scliolar.s,  and  to  the  question  of  what  is 
the  economic  value  of  a college  education  or  of  education  at  par- 
tictilar  collopes.  Although  the  prestige  of  in.stittitions  ha.s  de- 
pended heuvdy  tipon  how  they  fai*ed  in  .sttidies  of  these  kinds,  it  is 
clear  that  such  research  has  little  bearing  upon  the  aims  of  liberal 
odncatiou2* 

The  search  for  fundamental  chants  in  personality,  intellectual 
outlook,  values  and  attitudes  in  college  students,  rather  than  just 
adding  to  intellectual  skills  or  cognitive  content,  turns  on  the  question 
of  how  much  can  man  cliangc  and  at  what  periods  in  lifc.“ 

Although  American  social  science  has  only  recently  adopted  the 
psychoanalytic  view  of  man,  the  conviction  lias  become  rapidly  widc- 
snread  that  liuinau  personality  is  .shaped  in  inhiney,  and  tli  it  the  early 
cnaract eristics  are  extremely  resistant  to  cliange^^  After  Ciirly  chilcl- 
hood  the  incremental  increases  in  mental  ability  become  smaller,  as  a 
result  there  is  general  belief  that  by  early  adolescence  further  iuci’eases 
in  mental  ability  arc  negligible,  Piaget,  for  example,  believes  that  the 
child-adolescent  reaches  an  cquilibrniiu  at  about  14-15  ycai’s.^^  There 
is  increasing  disposition  by  psychologists  to  question  this  view.  Web- 
ster^ FrecdnuMi,  and  Heist  feci  that  the  belief  that  iiici’case.s  in  mental 
ability  are  negligible  after  age  10  or  17  “is  an  absurd  oversimplifica- 
tion that  persists  despite  glowing  evidence  to  the  contrary.''  Part  of 
this  ovcreimplificatioii  is  due  to  U\c  vast  researches  that  have  gone  into 
oarl}^  childhood  to  the  neglect  of  later  year.s.  Although  there  has  been 
a lialf-century  of  research  on  the  .socialization  of  the^  cliild  “there  lias 
been  mudi  less  work,  virtually  none  in  comparison,  on  sociiilizatiou  at 
later  stages  of  the  life  cycle.” 

Only  now  are  theories  being  developed  to  account  for  the  effect 
of  higher  education  on  luinian  development.  There  is  a growing  feel- 
ing that  while  the  effect  of  early  childhood  is  critical  there  is  still  clef- 
imte  potential  for  growth  and  change  in  personality  dcvelopinent  at 
any  period  in  life,  but  particularly  in  adolescence  and  early  adult- 
hood.^^ Eecent  research  has  begun  to  demonstrate  tliat  although  some 
individuals  do  not  gain  after  age  18,  many  will  continue  to  gam  after 
age  21.  Gifted  adults  make  substantial  gains  in  reasoning  ability 

“Nevitt  Sanford.  “HlKlicr  Education  ns  n Field  of  Study.*'  p.  71,  In  Novitt  Sanford, 
HItor.  The  American  College:  A Pnychologlcal  and  Social  inUrpretatUm  of  the  Higher 
Ltaminot  Now  York.  1002. 

« Freedman  conceives  of  personality  clianRe  among  students  ns  the  total  Impact  of  the 
collego  on  tho  student,  cognitively,  porsounllty  development,  nttludes  and  vnlues.  Bv 
perflonallty  he  means  the  whole  person — the  IndIvIdunI  in  his  entirety.  Morvin  B.  Freed- 
man, The  Student  and  Campus  Climates  of  Learning,  an  unpublished  paper  prepared  for 
tho  Ofllcc  of  Education  of  the  U.S.  Dept  of  Health.  Education,  and  Welfare.  Washington, 
D.C.*  1007.  This  paper  will  be  number  18  In.  the  scries : **Ne\v  Dimensions  la  Higher 
Education." 

*»Seo  Benjamin  S.  Bloom.  Stabi//ti/  and  Change  <n  Tinman  Characteristics,  New  York, 
1004,  and  n review-article  of  Bloom's  book  by  Bruno  Bottcihclni : "How  Much  Cun  Man 
Change?"  nubllBhcd  In  The  New  York  Review  of  Books,  Sept.  10.  1004.  and  reprinted  in 
Profile  of  the  School  Dropout,  edited  by  Daniel  Schrelber,  New  York>  1007,  pi».  215-224 

“^Jean  Piaget  and  BUrbol  Inheldor,  The  Qroicth  of  Logical  Thf^^ing,  New  York,  1058, 

“Harold  Webster,  Mervln  Freedman  and  Paul  Holst:  "Personality  Changes  In  College 
Students"  In  The  Amerivan  College  edited  by  Nevitt  Sanford.  New  York.  1002.  p,  810. 

“Orville  O.  Brim,  Jr.  "Sociallr.ntlon  Through  The  Life  Cycle."  In  Hems,  Bulletin  of  the 
Social  Science  Kesoiircb  Council,  March  1004.  pp.  1-5. 

See  James  W.  Trent  and  Leland  L.  Medsker : Beyond  High  School,  A Study  of  10»000 
High  School  Oraduates.  Center  for  Uosoareli  and  Development  In  Illglier  Ed  neat  Ion, 
Berkeley,  California.  1007.  Ch.  1. 
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even  after  age  30  and,  in  general,  gifted  persons  arc  unlikely  to  be- 
come inaxiinally  productive  until  well  after  age  40.  The  higher  the 
potential  mental  ahillty,  the  less  likely  it  has  been  approximately  by  the 
time  of  college  entrance.  More  often  than  not,  “the  f reslunan  student 
of  superior  ability  will  be  less  mature,  in  terms  of  his  own  developing 
ability,  than  will  his  less  gifted  friends.”  Superior  students  mature 
later  than  other  students,  and  educators  will  have  to  take  this  into 
account.^® 

The  increasing,  if  yet  still  grudging,  acceptance  by  psychologists 
that  basic  change  is  possible  in  late  adolescence  holds  strong  impli- 
cations for  higher  education.  Kesearch  on  the  phenomenon  of  value 
tlierefore,  has  turned  to  the  effect  of  college  on  students’  values  and 
attitudes.  Even  Bloom,  one  of  the  skeptics  about  change  in  late  ado- 
lescence and  early  adulthood,  feels  that  it  is  possible  that  change  can 
take  place  in  college,  especially  in  the  first  two  years,  and  that  more 
change  appears  to  occur  in  these  two  years  than  in  the  next  ten  to 
twenty  yea rs.^® 

While  re  sensations  are  often  expressed  as  to  what  college  ‘Is  doing 
to  students,  there  is  a consensus  that  college  can  and  should  foster  hu- 
man development.^^® 

Bloom  suggests  that  since  the  studies  he  used  in  preparing  his 
evaluation  of  the  possibilities  for  human  change  are  based  on  surveys 
and  norms,  vigorous  experimen^tion  may  lead  to  different  conclusions 
about  what  can  be  done  at  ages  later  than  early  childhood.^  I would 
suggest  that  the  huge  “system”  of  American  higher  education  is  not 
really  a system,  and  that  there  is  sufficient  variety  in  kinds  and  quality 
of  institutions,  educational  purposes,  varying  means  of  organizing 
instruction,  and  gi’eatly  varying  abilities  and  preparation  of  students, 
so  that  our  higher  education  does  constitute  a sort  of  natural  experi- 
ment in  the  higher  schooling.  It  now  remains  to  be  seen  whether  that 
experiment  has  so  far  led  to  any  conclusions  about  what  can  be  done 
with  human  beings  in  the  college  years. 


III.  THE  SEAECH  FOR  CHiyS'GE 

In  1957  Philip  Jacob,  a political  scientist  at  the  University  of 
Pennsylvania,  published  a small  book  called  Changing  Values  in  Col- 
lege, an  E^'ploratory  Study  of  the  Impact  of  College  Teaching.-  Ja- 
cob’s book  summarized  all  relevant  rssearch  on  the  impact  of  college 
(particularly  of  general  education  courses  in  the  social  sciences)  on 
students’  values. 

Jacob  defined  vaiiies  as  “preferences,  criteria,  or  choices  of  per- 
sonal or  group  conduct.”  The  questions  asked  were:  Wliat  is  the  im- 
pact of  the  curriculum,  the  instructor,  and  teaching  methods  on  stu- 
dents’ values?  Does  a more  significant  development  of  values  occur 


18  Webster.  Prce<lninn,  nnd  Heist,  ‘‘Personnllty  Changes,”  pp.  SlO-820. 

18  Bloom,  Stabilitj/  and  Change,  p.  178. 

2«See  Trent  nnd  Medsker,  Beyond  High  Sehool,  Ch.  1,  nnd  Nevitt  Sanford,  Where  Col- 
leges  Fail,  Snn  Francisco,  10G8.  and  Sanford.  The  Ameriean  College, 

81  Bloom.  Stahility  and  Change,  pp.  217-218. 

88  New  York,  105*.  Jacob’s  research  and  writing  was  subvented  by  the  Hazeix  Foundation 
of  New  Haven,  Connecticut. 
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at  some  institutions  than  at  otliers?  If  so,  wliat  cliaracterizes  these 
potent  institutions  ? ^ 

Jacob’s  book  summarizes  most  researcli  on  student  values  and  atti- 
tudes done  since  the  1920’s.  He  reviewed  well  over  300  studies,  reports, 
and  articles,  some  of  them  one-time,  some  before  and  after,  some  cross- 
sectional,  and  others  longitudinal.  Some  studied  several  thousand 
students  at  multiple  campuses  and  others  only  a small  group  in  an 
experimental  course.  Jacob  believed  that  these  various  surveys  \A'ere 
comparable,  and  since  the  data  were  remarkably  consistent  and  the 
responses  similar  despite  the  differing  contexts  in  which  the  responses 
were  made,  that  they  could  be  put  together  to  form  a composite  view 
of  student  values.^'^ 


The  overall  conclusion  of  Jacob’s  book  is  that  college  does  not  make 
a fundamental  difference  for  most  students.  ^^Basic  values  remain 
largely  constant  through  college.  College  socializes  but  does  not  really 
liberalize  the  student.”  His  conclusions  about  the  influence  of  dif- 
ferent aspects  of  the  college  environment  can  be  briefly  listed : 

• the  influence  of  the  curriculum  is  dependent  on  the  “value- 
climate”  of  the  surrounding  college  community,  Jacob  could  not 
find  significant  change  in  student  values  attributable  to  the 
curriculum ; 

• the  method  of  instruction  has  only  a minor  influence  on  stu- 
dents’ value  judgments ; 

• for  most  students  the  quality  of  teaching  has  little  effect  upon 
the  value  outcomes  of  general  education — in  the  social  sciences 
or  other  fields ; 

• denominational  colleges  had  little  positive  effect  on  their  stu- 
dents’ religious  attitudes ; 

• students  are  more  likely  to  be  similar  to  their  college  in  their 
values  regardless  of  field  of  study  or  degree  pursued  unless  other 
factors  are  present. 

Student  ratings  of  faculty  are  generally  favorable  but  in  the  nature 
of  being  “good  fellows.”  The  faculty  “do  not  carry  weight.”  “They  do 
not  cut  deep,”  nor  do  they  “disturb,  si lock— quietly  touch— the  well- 
springs  of  motivation.”  Jacob  feels  that  faculty  had  more  influence 
at  those  colleges  where  association  between  students  and  their  instruc- 
tors is  normal  and  frequent,  and  where  the  faculty  is  “receptive  to 
unhurried  and  relaxed  conversations  out  of  class.” 

Because  pf  the  widespread  attention  brought  about  by  Jacob’s  gen- 
erally pessimistic  conclusions  about  the  impact  of  college,  the  Hazen 
Foundation  commissioned  Allen  Barton,  a staff  member  of  the  Bu- 
reau of  Applied  Social  Research  at  Coliunbia  University,  to  examine 
Jacob’s  methodology  and  the  methodologies  of  the  studies  u]^on  which 
he  based  liis  own  analysis.  Barton’s  analysis  concludes  that  the  nec- 
essary data  to  prove  or  disprove  Jacob’s  conclusions  are  not  yet 
avallable."^^  Barton  comes  to  a decision  that  “The  most  reasonable 
verdict  which  now  can  be  drawn  on  Jacob’s  overall  conclusions  of 


Jacob,  OMfipinp  Values,  pp.  xlil-xv. 

Jacob,  Changing  Values,  p.  14. 

® Jacob.  Changing  Values,  p.  38. 

, Jacob’s  discussion  of  the  above  conclusions  see  his  summary  chapter  and  the 

individual  chapters  on  curriculum,  teaching?  methods,  etc. 

^ See  Paul  P.  La zarsf eld’s  foreword  to  Barton’s  review. 
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American  higher  education  is  one  of  ‘not  proven’.”  “Jacob  has  per- 
formed an  invaluable  service  in  summing  up  the  available  evidence; 
but  his  conclusions  are  best  taken  as  a set  of  challenging  hypotheses.” 

About  the  same  time  as  Jacob’s  book  was  printed,  the  first  reports 
of  a long  term  study  of  .students  were  being  published.  With  financial 
support  from  the  Mellon  Foundatioii,  Yassar  College  e.stablishcd  what 
is  probably  the  most  intensive  existing  study  of  the  students  and  alumni 
of  one  college.  The  Yassar  student  study  began  in  1952  and  continued 
imtil  the  early  1960’s. 

The  Yassar  research  pvograuj  began  with  a consideration  of  the 
commonly  accepted  objective  of  liberal  education  and  how  well  these 
objectives  were  being  attained  by  the  College."®  A liberal  education 
is  usually  considered  to  have  the  task  of  familiarizing  tlie  studeiit 
with  his  cultural  heritage,  of  exercising  his  intellect,  and  developing 
the  individual  as  a whole  persoii.  These  goals  can  be  fuither  defined 
as  disciplined  intelligence,  respoirsible  citizenship,  curiosity,  independ- 
ence of  judgment,  sense  of  reality,  interest  in  other  cultures,  to  live 
moi*e  fully,  no  matter  what  one’s  specific  life  situation— the  emphasis 
is  not  so  much  on  doing  something  as  on  being  something.  As  Sanford 
states:  “The  kinds  of  intellectual,  moral,  social,  and  emotional  char- 
acteristics, wliich  the.  liberal  college  visually  seeks  to  develop  or  to 
foster,  and  those  which  it  seeks;  to  i*educe  or  to ; eliminate,  ai*e  much 
like  tlrcse  which  concern  the  psychologist  when  he  thinks  about  ma- 
turity- or  health  or  the  optimum  fimctioning  of  the  individual.”  : 

Sanford  and  his  associates- believed  that  the  study  of  personality; 
development  after  age  17 ;or  18  niight  yield  dnfomiatipn  useful,  to  the 
educator,’  fiu*thermore,  the  study  might:  be  intei‘esting.  o.nd  challenging 
iivits  own  idght,  for  the  area  is  one[ to ^which -psychologists  have  given: 
little,  attention-.  Develonmcritab  change  of  -personality  was  to  be  em- 
phasized, because,  Sanford  says,  few  students  of  personality  or  social 
psychology  today  would  - be  content  Jo*  limit  themselves  to  intellectual  ^ 
abilities  In  relation  to:  academic  acliievemerit.  The  cliief  questions- 
addressed  by  the  jiroject  were:  In  what  ways  do  i^eople  change  after 
17?  Are  these  changes  in  the  underlying  pei*sonality  structure  itself 
or  merely  in  bcliavior?  If  there  are  changes  in  peisonality,  in  what 
aims  and  at  what  levels  do  these  occur?  Above  all,  what  are  the  deter- 
minants and  the  processes  of  change? 

The  study  began  with  the  1952  entering  class  of  Yassar  (N=430). 
By  1956  the^  had  tested  five  entering  classes,  in  September,  within 
three  days  of  entrance.  By  1956  four  senior  classes  were  tested  (J7=280 
average)  in  the  spring  semester  before  graduation.  The  class  of  1956 
was  the  first  to  be  tested  both  as  freshmen  and  seniors.  The  seniors 
rec^ved  the  same  test  battery  they  did  as  fresluhen.  Interviews  wei’e 
conducted — at  random — within  the  sample  (the  whole  class).  Eighty 
freshmen  were  interviewed  so  as  to  make  sure  they  would  have  at  least . 


38  Allen  H.  Barton.  Studying  the  Effects  of  GoUege  Education,  a Methodological  Exami-- 
nation  of  Changing  Values  Oollege,  New  Haven.  Conneetleut,  1959,  p.  76. 

® The  first  extensive  reports  of  the  Mellon  Foundation  research  at  Vassar  were  pub- 
lished under  the  general  title  of  “Personality  Development  During  the  College  Years”  in 
77ic  Journal  of  social  Issues ^ whole  of  Issue  number  4,  1956,  vol.  XII.  (The  research  at 
Vassar  was  under  the  general  direction  of  Nevltt  Sanford  (later  Mervln  Freedman),  and 
the  staff  comprised  several  psychologists,  a soelo legist,  and  an  anthropologist. 

From  Nevltt  Sanford’s  Introduction  to  the  above,  p.  4. 

' From  Sanford’s  Introduetlon. 
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fifty  as  seniors.  Three  interviews  were  conducted  of  the  freshmen, 
two  of  sophomores  and  thereaftei*. 

The  test  battery  used  in  the  Vassar  studies  was  based  on  the  stand- 
ard Minnesota  Multiphasic  Personality  Inventory  (MMPI)  developed 
at  the  University  of  Minnesota,  and  the  California  Psychological  In- 
ventory (CPI)  developed  at  the  University  of  California.  Along  with 
these  were  used  the  F Scale  to  measure  authoritarianism  and  the  E 
Scale  to  detennine  ethnocentricij^.  These  latter  two  scales  were  also 
developed  at  the  University  of  Oi4lifornia.^^  Harold  Webster,  a staff 
member  of  the  Vassar  study,  designed  the  Developmental  Status  Scale 
based  on  the  MMPI,  CPI,  the  Maslow  test  for  Dominance  Feeling  in 
Women,  and  new  items.®^  This  scale  effectively  discriminates  seniors 
from  freshmen,  and  work  at  the  Center  for  Kesearch  and  Development 
in  Higher  Education  at  the  University  of  California  has  shown  that 
it  works  as  well  at  other  colleges  and  with  men.  Sanford,  Meryin 
Freedman,  and  Webster  developed  at  Vassar  the  Impulse  Expression 
Scale  (IE)  which  also  discriminates  seniors  from  freshmen  and  at 
other  colleges.  The  IE  scale  assesses  a general  readiness  to  express  im- 
pluses  and  to  seek  gratification  either  in  conscious  thought  or  in  cjvert 
action.  High  scorers  value  sensations  and  have  active  imaginations. 
They  also  developed  a further  measure  to  evaluate  authoritarian  tend- 
ency— the  Social  Maturity  Scale  (SM!).®^  The  Development  Status, 
IE,  SM  and  several  other  scales  comprise  the  Vassar  Attitude  Inven- 
tory. The  F and  E scales  and  the  Vassar  Attitude  Inventory  were  then 
used  in  place  of  the  MMPI  and  the  CPI.«® 


One  Siould  remember  that  at  this  time  there  had  been  very  little  re- 
search on  college  students,  and  the  Vassar  study  staff  meiribers  had 
to  make  up  suitable  personality  scales  as  they  went  along.  The  MMPI 
is  a personality  scale  designed  for  clinical  diagnosis  rather  than  for 
measuring  developmental  change  in  college  students.  When  Newcomb 
began  his  four-year  study  of  Bennington  College  in  1935,  the  only 
instrument  he  could  find  suitable  was  &e  new  Political  and  Economic 
Pi  essiidsm  Scale  or  PEP.®® 


I scales  of  the  Vassar  Attitude  Inventory  have  formed  part  of 
the  Omnibus  Personality  Inventory  (OPI)  developed  by  Paul  Heist, 
Harold  Webster  and  others  at  the  Center  for  Kesearch  and  Develop- 
ment in  Higher  Education  at  Berkeley.  The  OPI  is  a personality  in- 
ventory therefore  specifically  designed  for  research  on  growth  and 
change  in  college  students. 

The  test  studies  at  Vassar  centered  on  the  nature  of  the  differences 
between  freshmen  and  seniors,  while  the  interview  studies  have  at- 
tempted to  shed  light  on  the  factors  operative  in  the  college  experience 
which  bring  about  these  changes.  Vassar  seniors  score  significantly 


“Sep  Theodor  W.  Adorno,  Nevltt  Sanford,  ct  al.,  The  Authoritarian  Personality,  New 
York,  1950. 

“ See  H.  Webster.  “Changes  in  Attitudes  During  College,"  Journal  of  Educational 
Payohologu^  vol.  49, 1C58,  pp^  109-117. 

3*  See  Webster,  San£c**d,  Freedman : “A  New  Instrument  for  Studying  Authoritarianism 
in  Personality,"  Journal  of  Payohology,  vol.  40,  1966,  pp.  73-84,  and  Sanford,  Webster 
and  Freedman : “Impulse  Expression  as  a Variable  of  Personality,"  Paychologioal  Mono- 
grapha,  1957,  vol.  72,  No.  11  (whole  No.  440). 

“The  development  of  these  instruments  Is  further  described  by  Mervln  B.  Freedman, 
one  of  the  Vassar  student  study  staff  members.  In  his  recent  book ; The  College  Ewperience, 
San  Francisco.  1968. 

“ Theodore  M.  Neweom^  Peraonality  and  Social  Change,  Attitude  Formation  in  a Student 
Community,  New  York,  1943 ; see  ch.  3.  (The  MMPI  was  not  published  until  1943.) 
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lower  flirui  freshmen  on  ilin  T nii«l  K Sealers  and  M/niifi^’anfly  liipheron 
tlie  Developmental  Status,  Imptilsc  Kxpmssion,  ami  Social  ^latllrity 
Seales.  For  example : inroinin^  f re,‘^limon  olasseH  at  Vassar  yield  means 
on  the  F scale  (aiitlioritarianisin)  from  115  lo’nS  with  a 

standard  deviation  of  al>out  2r>.  Means  for  ►rradnatin^r  J^ni  - cluster 
around  Do  with  n standard  deviation  about  24.  (The  moan  I r'Corc  for 
V'assar  cntci  inf?  freshmen  is  usually  the  same  ns  reported  for  mature 
middlc'class  women — Sec  Adorno,  Snnforcl,  ct  nh  The  AuthorUnrian 
Personalitif^  p.  2GG.)  The  scores  on  the  Developmental  Status  Scale 
show  that  Vnssar  seniors  are  flexible  and  uncompulsivc  when  com- 
pared with  freshmen,  less  censorious  of  people,  but  more  critical  of 
the  institutional  authority  of  family,  state,  or  religion.  High  scorers 
(seniors)  arc  also  more  int raceptive,  nonconforming,  free  of  cjmicism, 
realist  ic,  and  mature  in  interests.  Testing  of  Va.ssar  alumnae  three  and 
four  yeans  after  graduation  with  the  .same  test  batteries  they  took  as 
freshmen  and  seniors  shows  that  these  trends  are  neither  continued 
nor  reversed  during  the  early  post-college  years.*^ 

Webster  believes  that  the  decreases  on  the  E and  F Scales  and  the 
elevations  on  the  other  .scales  arc  evidence  that  education  is  really  tak- 
ing place.  The  Vassnr  study  staff  says  tliat  “We  are  inclined  to  regard 
many  of  the  changes  that  have  been  reported  in  the  papers  os  changes 
in  underlying  personality  structure;  not  merely  changes  in  surface 
behavior.” 

The  Vassar  seniors,  the  authors  feel,  have  arrived  “at  a half-way 
point  on  the  road  to  being  that  kind  of  autonomous  person  which 
liberal  education  strives  to  produce.”  What  happens  to  them  after- 
wards depends  on  whether  they  enter  a life  situation  that  permits 
growth,  or  whether  they  find  some  quick  but  repressive  means  to  re- 
lieve the  str^  or  upset  caused  by  the  educational  process  and  the 
added  instability  of  the  senior  year  when  the  security  of  the  college 
must  be  left  and  life  decisions  made.®® 

As  we  have  seen,  the  Vassar  College  study  found  general  improve- 
ment between  freslimen  and  seniors  m the  attitudes  and  values  that 
arc  usually  associated  with  liberal  education,  and  these  gains  persist. 
But  the  Vassar  study  limited  itself  to  the  students  and  alumnae  of  that 
college.  There  were  no  comparisons  of  students  at  other  colleges  or  with 
high  school  graduates  who  do  not  go  to  college. 

Walter  Plant,  a psydiolomst  at  San  Jose  State  College  in  California, 
wanted  to  see  if  there  are  changes  in  such  attitudes  as  intolerance  and 
authoritarianism  with  increments  of  higher  education  or  with  no 
higher  education  at  all.  Plant’s  population  was  made  up  of  several 
comparison  groups:  (1)  students  who  apply  to  San  Jose  State  College 
and  are  admitted  but  do  not  enter  (some  of  these  do  not  enter  any  other 
college) ; (2)  those  who  enter  the  college  and  do  not  finish  the  total 
number  of  semesters  possible  in  a given  time  period— two  or  four  years ; 
(3)  those  who  \o  finish  the  possible  number  of  semesters  in  two  or  four 
years.®® 


»?For  tho  dtacusBlon  of  the  testing  program  nt  VnBsar  see  Harold  Webster,  "Some 
quantitative  Results"  la  The  Journal  o/  Social  Isauea,  and  Freedman,  The  College 
Experience, 

"See  Sanford’s  conclusions,  and  Freedman,  Passage  Through  College"  In  The 

Journal  of  Social  laauea, 

» Walter  T.  Plant,  "Longitudinal  Changes  in  Intolerance  and  Authoritarianism  for 
Subjects  Differing  In  Amount  of  College  udncntlon  Over  Four  Teara"  In  tho  Genetic 
Payohologu  Monographa,  November  1065,  Vol,  72,  pp.  247-287. 
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riant‘.s  survey  instnnnent  was  a 100  item  test  booklet  he  billed  an 
“Opinion  Quest iommi  1*0*’  made  up  from  the  E and  F Scales  (Cali- 
fornia-Adorno,  see  above)  and  the  D (Dogmatism)  Scale  (leveloj)ed 
by  Milton  Kokeach  (see  The  Open  and  Cloned  Mind  by  Rokeach,  ^ew 
York,  lOGO).  (Aiithoritariaiii.sm,  ethnoceutvieity,  and  doginalism  are 
interR'lated  characteristics.)  The  qucstionnaiie  was  administered  to 
students  and  non-student  adinittces  in  1958,  lOiiO,  and  19G*2.  Plant 
reports  a general  iiiiding  for  the  net  cliange  in  mean  1958  to  mean 
lOGO  E,  F,  and  D Scale  scores  to  be  greatest  for  those  with  the  highest 
nninl)cr  of  .semesters  during  the  two  years  and  lowest  for  those  with 
the  fewest  number  of  semesters.  The  four-year  study  showed  the 
same  results  as  the  two-year  .study:  college  attendance  (at  San  Jose 
State)  facilitates  reduction  of  autlioritananibin,  ethnocentricity,  and 
dogmatism,  but  this  is  a change  that  appears  to  bo  underway  in  young 
adults  who  aspire  to  college  irrespective  of  whether  they  go  on  to 
college.  Plant's  results  also  indicate  that  beneficial  change  in  the 
study  variables  was  probably  greater  during  the  first  tw*o  years  of 
the  study  than  duriM  the  last  hvo  years.  Two  conclusions  are  drawn 
from  this  study  by  Plant:  (1)  with  intellectually  able  college  aspir- 
ing yonlh,  personality  characteristics  as  well  as  intelligence  developed 
over  a longer  period  of  time  than  is  generally  thought  to  be  the  case, 
and  (2)  while  there  was  general  beneficial  change  in  the  study  variables 
for  the  sample,  those  who  went  to  college  cnanged  the  most.  Thus 
Plant  describes  college  experience  as  facilitating. change.*' ' 

Plant  and  Charles  W.  Telford  conducted  a second  study  comparing 
students  who  attended  junior  college  for  varying  lengths  of  time  with 
those  high  school  graduates  who  were  admitted  to  one  of  the  six  Cali- 
fornia community  colleges  participating  in  the  study,  but  who  never 
enrolled-  in  any  college.'*®  In  1960  the  authors  administered  a test  bat- 
tery composed  of  the  D and  E Scales,  five  scales  from  the  Califomia 
Psychological  Inventoi^,  and  the  Allport-Vernon-Lindzey  Study  of 
Values,  to  4,506  students  who  had  applied,  were  admitted,  but  had  not 
yet  entered,  the  six  two-year  colleges.  All  the  scales  ^vei*o  again  admin- 
istered in  1962  to  as  many  of  the  sample  who  could  be  reached  by  mail. 
Plant  and  Telford  concluded  that  students  who  attended  a community 
colloge  for  three  or  four  semesters  did  riot  change  significantly  in  at- 
titude any  more  than  those  who  did  not  attend  at  all.  These  foldings 
conflict  with  Plant’s  results  in  the  four-j^ear  study  where  students  ivho 
attended  college  four  years  changed  more  than  those  w^ho  attended 
college  less  or  ivho  did  not  attend  at  all — eveii  though  all  comparison 
groups  showed  beneficial  change  in  the  stu^  variables.  (All  scales 
used  in  these  various  studies,  OPI,  CPI,  D,  E,  and  F Scales,  and  the 
AVL  Study  of  Values,  correlate  significantly  with  each  other.)  How- 
ever, as  Trent  and  Medsker  point  out,  there  was  a very  great  sampling 
loss  for  the  second  administration  of  the  test  battery  in  the  two-year 
college  study.  Only  38  percerit  of  the’  entire  sample  responded  after 
two  years,  and  only  32  percent  of  those  who  did  not  attend  college  at 
all  This  could  cause  a biased  sample. 

Plant  and  Telford,  “Changes  in  Personality  for  Groups  Complctlnff  Different  Amounts 
of  College  Over  Two  Years,”  in  the  Oenetio  Payohology  MonographSj  19u6,  Vol.  74,  pp.  3-30. 

Trent  and  Medsker,  Beyond  High  Sohool,  pp.  190-193. 
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Of  course,  the  study,  as  in  the  four-year  study,  surveyed  only  stu- 
dents who  were  motivated  to  enroll  in  a collet,  and  then  only  those 
attracted  to  a junior  college.  Trent  and  Medsker  found  in  their  own 
study  that  public  iunior  college  students  came  from  lower  and  more 
( ulturally  cTeprived  backgrounds  than  four-year  college  students,  and 
were  less  autonomous  in  measured  attitude  and  more  restricted  in  in- 
tellectual disposition.  Trent  and  Medsker  also  criticize  the  Plant-Tel- 
ford  study  for  its  statistical  techniques:  the  t test  used  by  Plant  and 
Telford,  they  claim,  “is  inadec^uate  to  test  the  significance  of  group 
differences  on  scales  tliat  are  mtorcorrelated,  and  should  have  been 
supplemented  by  a measurement  of  differences  between  the  group  dif- 
fei^cnces.”  “The  t values  alone  indicate  that  there  was  a great  deal  of 
difference  in  amount  of  change  exhibited  by  the  three  groups  in  the 
study.” 

In  his  conclusions  to  the  first  reports  on  the  Mellon  Foundation 
studies  at  Vassar  College,  Nevitt  Sanford  hypothesized  that  such  gen- 
eral trends  of  change  as  he  and  his  associates  bad  observed  were  duo 
less  to  specific  factors  in  the  college  environment  than  to  the  general 
functioning  of  the  college  as  a whole.  Therefore,  a reasonable  ap- 
proach, Sanford  feels,  would  be  to  give  the  same  tests  in  the  same  way 
in  a variety  of  colleges  chosen  in  some  specific  way.^^  The  next  study 
to  bo  considered  attempted  to  do  that  kind  of  large  scale  testing  in  a 
large  number  of  colleges. 

In  1959,  the  Center  for  Eesearch  and  Development  in  Higher  Edu- 
cation, at  the  University  of  California,  Berkeley,  began  a five-year 
longitudinal  study  of  10,000  high  school  seniors.  The  sample  was 
drawn  from  16  communities  of  varying  sizes  and  kinds  from  across 
the  United  States.  The  study  follows  ftie  personal,  educational,  and 
vocational  development  of  the  students,  and  will  be  published  in  three 
books,  of  which  Beyorid  High  School^  (1967)  by  James  W.  Trent  and 
Leland  L.  Medsker,  has  already  been  referred  to.^^  Forty  percent 
(3,911)  of  the  1959  high  school  seniors  entered  college  in  the  fall  of 
1959,  and  sixty  jpercent  (5,867)  went  to  work^  into  the  armed  services, 
became  housewives,  entered  vocational  training,  or  othenvisc  did  not 
begin  college.  The  college  students  entered  or  later  transferred  to  more 
than  700  institutions  of  higher  education.  The  study  kept  track  of 
the  employment  and  college  attendance  patterns  from  1959  to  1963 
and  also  investigated  factors  associated  with  college  withdrawal.  The 
authors  focus  on  the  “experimental”  group  who  entered  college  and 
the  “control”  group  who  immediately  went  to  work.  The  groups  are 
compared  on  values  and  attitudes  as  measured  by  psychometric  scales 
and  according  to  their  reported  evaluations  of  work  and  college  expe- 
rience during  the  course  of  the  study — these  last  by  questionnaire  and 
interview. 


, ““See  Beyond  High  Bchool,  pp.  190-193.  Also  community  collcsge  students  generally  live 
at  home,  and  students  who  live  at  home  are  less  susceptible  to  the  “value*ciimate"  of  a 

^^4a^^5onduslons  to  “Personality  Development  During  the  College  Tears"  in  The  Journal 
of  Social  laauea.  . ^ ^ 

**  This  is  the  second  of  the  three.  The  third  will  iu)pear  in  19G9.  and  the  first,  by  Medsker 
and  Trent  (1965),  is  The  Influence  of  Different  Typea  of  Puhlio  Higher  Inatitutiona  o» 
College  Attemlanoe  From  Varying  Socioeconomic  and  AUlity  Levela, 
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The  longitudinal  snmnle  of  the  jstudy  was  divided  four  wuy.s  ; 

1.  liigh  school  gnuluntes  who  rcnminofl  in  college  for  four  years; 

2.  high  school  graduates  who  remained  employed  during  this 

time; 

3.  college  withdrawals  who  ateiidcd  college  a miniimiin  of  one 

year  and  maxinnin?  of  three  years; 

4.  women  who  Ixjcamo  full-time  housewives  immediately  after 

high  school  graduation— they  neither  worked  jior  attended 

college. 

As  noted  earlier,  groups  one  and  two  were  the  “experimental’’  and 
“control”  groups. 

Comply  longitudinal  data  were  obtained  from  nearly  50  i>ercent 
of  the  original  sample;  about  70  percent  of  those  still  in  college  re- 
sponded. Although  a considerable  x>ercenta^  of  both  college  and  non- 
col  lego  subjects  resj^onded  in  1963,  the  college  group  was  overrepre- 
sented among  tlie  hnal  respondents  in  1963.  The  final,  longitudinal 
response  in  11)63  was  college  60  percent  (2,809)  and  non-college  40  per- 
cent (1,863)  for  a toto'l  of  4,672  of  the  original  sample  of  9,778. 

Dilierenc^  in  ability  and  background  were  minimized  in  the  analy- 
sis by  holding  constant  level  of  ability  and  socioeconomic  status. 

The  high  school  seniors  were  given  a test  battery  composed  of  a 
verbal  intelligence  test,  a student  questionnaire  developed  by  the  study 
staff,  and  five  attitude  scales  from  the  Omnibus  Personality  Inven- 
tory.^® Class  ranks  and  academic  aptitude  scores  were  obtained  from 
the  students’  high  schools.  The  qu^ionnaire  was  designed  to  gather 
extensive  infomiation  about  the  students’  background,  educational 
or  work  plans,  etc.  During  the  next  four  years  the  subjects  were  kept 
track  of  with  postcard  questionnaires,  telephone,  students’  records 
from  college  registrars,  and  checklists  about  the  students  sent  to  reg- 
istrars. During  1962  and  1963  every  twentieth  subject  was  intensively 
interviewed,  about  400  interviews  all  told.  Four  years  after  the  origi- 
nal t^ing  the  subjects  were  again  administered  a comprehensive 
questionnaire  and  the  same  personality  scales,  plus  five  aditional  scales 
n:om  the  OPI. 

The  development  of  autonomy  most  distinguished  the  “experimen- 
tal” group  ot  college  persistei-s  from  the  “control”  groups  of  with- 
drawals and  especially  the  non-attenders.  There  was  a strong  relation- 
ship between  entrance  to  and  length  of  stay  in  college  and  the  gi*owth 
of  open-minded,  flexible,  and  autonomous  disposition  as  measured  by 
the  Social  Maturity  and  Non-authoritarianism  Scales.**® 


«The  Omnibus  Personality  Inventory  is  made  up  of  360  items  and  the  format  Is  similar 
to  the  Minnesota  Multiphosic  Personality  Inventory.  Scale  reliabilities  ore  in  the  hifrh 
eighties  and  nineties  on  internal  consistency  and  test  re-test  checks.  The  scales  have  been 
viflidated  against  known  criterion  groups,  faculty  ratings,  correlations  with  other  scales 
and  observed  phenomena. 

« The  preceding  and  ensuing  discussion  of  change  in  the  subjects  of  the  study  is  taken 
Iwgely  from  chnupters  VI.,  “Values  and  Attitudes  Pour  Years  After  College,”  and  VII., 
“Conditions  of  Clmuge,”  of  Bpuond  High  School;  see  also  chapter  IX,  “Mucation  for 
Adulthood : Some  Conclusions,”  Tables  1-3.  while  based  on  the  data  in  Beyond  High  School, 
were  token  from  The  RcBcar^  Reporter,  a quarterly  bulletin  of  the  Center  for  Eesearch 
and  Development  in  Higher  Education,  Volume  III,  number  1,  1008.  These  tables  enable 
one  to  grasp  more  quickly  the  results  discussed  than  do  the  much  more  complex  tables  of 
the  actual  study. 
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Table  I. — Change  on  the  nonauthoritarianism  scatc  of  the  OPI  from  1059  to  196S 
by  post-high  schoot  activity 


Monn  scoro  * 


I'.IW  1M3 


Collofce  men 

College  women,.. 
Employed  men... 
Eniidoyed  Women 
Housewives 


43 

41 

42M 


42H 

40>4 

41 


Approximate. 

Those  who  score  high  on  thi.s  iiieasui'e  arc  characterized  by  flexi- 
bility, tolerance,  objectivity,  and  a lack  of  deponden^  upon  rules  or 
rituals  for  dealing  with  ideas,  objects,  and  people.  Low  scorers  are 
more  rigid  and  conventional  in  their  thinking,  tending  to  see  more 
situations  in  black  or  white  fashion. 

In  amount  of  change,  tlio  withdrawals  wore  more  like  the  non-at- 
tendees than  the  persistci’s,  therefore  the  type  of  pereonality  develop- 
ment measured  continues  to  be  associated  with  persistence  in  college 
beyond  the  early  years.  This  was  true  regardless  of  level  of  ability  or 
socioeconomic  status.  As  seen  in  Table  1,  just  prior  to  high  school 
graduation  the  moan  iionauthoritarianism  score  of  the  college- bound 
men  was  a little  over  three  standard  points  higher  t^n  their  male 
classmates  who  went  to  work.  By  1963  the  difference  in  mean  scores 
between  the  two  groups  spanned  over  ten  standard  points,  or  more  than 
a whole  standard  deviation.  Over  the  four  years,  the  college  men’s 
mean  scoro  increased  by  six  points  while  the  employed  men’s  mean 
score  decreased  by  one  point.  Note  that  the  difference  between  the 
womens’  groups  is  even  grea  ter. 

Table  2 shows  the  Thinking  Introversion  scores  for  the  several 
groups.  According  to  the  OPI,  the  Thinking  Introversion  Scale  is  a 
measure  of  genenu  appreciation  of,  and  interest  in,  scholarly  activity. 
High  scorers  are  characterized  by  a liking  for  reflective  thought ; their 
thinking  tends  not  to  be  dominated  by  external  conditions  and  gen- 
erally accepted  ideas,  but  rather  by  ah  interest  in  ideas  for  their  own 
sake.  Low  scorers  tend  to  evaluate  ideas  for  their  practical,  immediate 
application. 

The  male  college  withdrawals  on  the  Thinking  Introversion  Scale, 
starting  from  a lower  mean  score  than  the  pei'sisters,  changed  about 
as  mu(m  in  thinking  introversion  as  the  persisters  did.  The  two  groups 
were  about  as  far  apart  after  four^years  as  when  first  tested.  The  fe- 
male withdrawals  changed  insignificantly  in  thinking  introversion 
score. 


Table  2. — Change  on  the  thinking  introversion  scale  of  the  OPI  from  1959  to  1963 
by  post-high  school  activity 


Mean  scoro  ‘ 

1969 

1903 

College  mnn 

, 48W 

61H 

63H 

College  wnmftn_r- -1 

' tm 

Employed  men, .....: 

Employed  women 

Housawlvas ■ 

43H  . 

44H 

43^ 

4b 

43 

224 


t Approximate. 
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Table  Z,— Change  on  the  complexity  scale  of  the  OFI  from  19S9  to  1963  by  post- 

high  school  activity 


Mean  score  ^ 

1059  1003 


College  men 

CoUeee  women 

Employed  men... 
Employed  women, 
Housewives 


50^ 

49 

51 

49H 


51 

60M 

44H 

45 


1 Approzimute. 

The  Complexity  scale  is  essentially  a measure  of  intellectual  curios- 
ity and  general  perceptual  orientation.  High  scorers  are  tolerant  of 
ambiguities,  respond  to  a greater  variety  of  environmental  stimulation, 
and  are  fond  of  novel  situations  and  ideas;  low  scorers  prefer  sure, 
simple,  and  structured  situations. 

Scores  on  the  Nonauthoritarianism  and  Complexity  Scales  showed 
that  there  is  a clear  tendency  for  the  experience  of  full-time  employ- 
ment, and  especially  early  marriage  combined  with  fuU-time  home- 
ma^g,  towards  a constriction  of  flexibility,  autonomy,  intellectual 
curiosity,  interest  in  new  experiences,  and  tolerance  for  ambiguity. 

On  the  average,  the  college  persisters  increased  their  mean  non- 
authoritarianism scores  by  nearly  seven  standard  points,  and  the  with- 
drawals by  three  points.  The  persisters  increased  their  mean  scores  on 
the  Social  Maturity  Scale  by  9.8  standaid  points,  and  the  withdrawals 
by  5.4:  points. 

The  authors  note  that  without  scores  from  intermittent  tests  it  can- 
not proven  that  the  students  increased  in  autonomy  in  direct  pro- 
portion to  the  length  of  their  exposure  to  college.  However,  the  stu- 
dents who  persisted  in  college  longer  had  the  greatest  change  in  level 
of  autonomy,  since  the  college  students  with  four  years  in  college,  and 
those  with  less,  had  obtained  the  same  scores  bn  the  Social  Maturity 
Scale  when  they  were  high  school  seniors.  This  evidence  does  not  neces- 
sarily contradict  previous  studies  that  the  greatest  change  of  values  of 
college  students  occurs  during  the  first  two  years.  In  the  study  under 
discussion,  however,  the  difference  in  change  is  greater  between  the 
persisters  and  withdrawals  than  it  is  between  the  withdrawals  and  tlie 
non-attend^.  Trent  and  Medsker  believe  these  differences,  are  too 
great  to  dismiss  the  strong  possibility  that  the  persisters  in  college 
continued  to  develop  all  tlirough  college  in  a way  that  the  .withdrawals 
did  not. 

The  authors  of  Beyond,  High  School  broke  their  sample  into  three 
change  groups  to  f iiither  examine  the  extent  of  measured  change,  and 
to  search  for  those  factors  that  bear  on  whether  and  how  young  adults 
cliange  their  attitudes  as  they  go  from  high  school  into  college,  work, 
or  home.  These  three  groups  were  called  the  exceptional,  negative,  and 
average  changers.  The  exceptional  and  negative  change  gi’oups  each 
contained  about  25  percent  of  the  sample,  and  the  average  gi’oup  the 
remaining  50  percent.  The  exceptional  and  negative  changers  were 
defined  as  those  who  fell  three-fourths  or  more  of  a standard  deviation 
from  the  mean  in  scores  on  the  Social  Maturity  Scale  (SM)  of  the 
OPI.  The  average  change  group  therefore  was  those  whose  scores  fell 
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within  three-fourths  of  a standard  deviation  above  or  below  the  aver- 
age change  score  on  the  Si\I  Scale. 

The  trait  of  autonomy  as  revealed  by  the  SM  Scale  was  singled  out 
because  it  was  found  to  distinguish  between  college  pemsters,  with- 
di’cawals,  and  iion-attendees,  in  change  of  attitude,  as  much  or  more 
than  any  other  variable  in  the  study.  As  a reflection  of  objective,  inde- 
pendent, flexible  and  open-minded  thinking,  autonomy  appears  to  be 
crucial  to  the  satisfactory  development  and  maturation  of  the  age 
group  under  consideration. 

Table  4 shows  the  attitude  of  the  change  groups  to  education.  Note 
that  the  exceptional  changers  value  education  the  most  and  placed 
the  most  value  on  an  intellectual  approach  to  education, 

Tablk  4, — Educational  orientation  of  college  persisters  and  the  consistently  employed 
of  each  change  groups  in  percentages 


Change  groups 


Excep- 

Chi 

; Tureuit  and  opinion 

tional 

Average 

Negative 

square 

i College: 

i (N  umber) 

(500) 

(624) 

(176) 

j Graduation  fi'om  college  very  Iniportant 

90 

89 

87 

1. 2S+ 

1 * Attendance  at  graduate  scliooUikely 

54 

48 

49 

4. lo-f 

Most  important  purpose  of  education— knowledge  and 

J ideas 

47 

40 

35 

9.40**  ; 

1 Employed: 

! (Number) 

(149) 

(487) 

(285) 

! Gmduation  from  college  very  important 

28 

25 

21 

3.00+  ; 

I Attendance  at  graduate  school  likely 

n 

9 

10 

0.51+ 

j Most  important  purpose  of  cdii  cat  ion— knowledge  and 

1 

ideas 

15 

22 

15 

7.59*  i 

i 

j -hp-not  significant. 

■*p<.05. 

1 ••p<.01. 

i 

Table  5. — Majors  of  the  college  change  groups^  1963 

[In  percent] 

i 

College  change  groups 

j 

i 

Exceptional 

Average 

Negative 

ilajor 

(N^ 

=500) 

(N=624) 

(N«176) 

Applied: 

Education 

33 

S3 

14 

Engineering 

34 

50 

16 

Medical  science 

41 

46 

13 

Business 

39 

48 

13 

Forcstr  y/agriculture : 

13 

CO 

27 

Academic: 

Natural  science 

34 

51 

15 

Social  science. 

44 

43 

13 

1 Humanitics/arts 

44 

44 

12 

Major  subjects  repoi'ted  by  the  students  in  1963  also  helped  to  dis- 
tinguish the  change  groups.  Social  science  and  humanities  majors  had 
the  most  exceptional  changers,  and  education,  engineering,  natural 
tional  changers.  A plausible  conclusion  therefore  would  be  that  col- 
science,  and  especially  forestry-agriculture  had  the  fewest  exceptional 
changers.  A plausible  conclusion  therefore  would  be  that  collges  or 
universities  enrolling  large  numbers  of  majors  in  forestry-agriemture, 
education,  engineering,  and  natural  science  could  not  expect  as  much 
change  in  its  students  as  an  institution  enrolling  many  students  inclined 
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to  the  humanities  and  social  sciences.  The  former  would  be  true  of 
many  public  colleges  and  universities.  This  result  of  the  Trent-Medsker 
stiid}^  casts  further  doubt  on  the  worth  of  Phr  D.  productivity  as  a 
measure  of  institutional  quality. 

As  we  have  seen,  personality  development  took  place  most  among 
the  college  persist ers,  then  amon^  the  withdrawals,  then  the  employed 
youths,  and  least  of  all  the  girls  who  immediately  became  full-time 
housewives.  Trent  and  Medsker,  however,  point  out  some  general 
reservations  about  their  results:  the  several  groups,  true,  were  distin- 
guished by  measured  intellectual  orientation,  “but  many  of  the  differ- 
ences were  more  statistical  than  remarkable,  particularly  when  level 
of  ability  and  socioeconomic  status  were  held  constant.”  The  college 
students  as  a wliole  did  not  possess  a high  degree  of  intellectuality  and 
autonomy.  Their  Iverson ality  scores  were  high  after  four  yeai*s  of  col- 
lege only  in  comparison  to  those  who  had  less  college  or  none.  On  the 
basis  of  responses  to  questionnaires  and  interviews  “they  (college 
students)  could  be  judged  to  be  largely  apathetic  to  intellectual  in- 
quiry and  social  issues.”  Except  for  a much  increased  interest  in  news 
magazines,  the  college  students’  reading  habits  were  not  especially 
intellectually  oriented  nor  ^ecially  different  from  the  reading  in- 
terests of  the  other  youths.  Tlie  college  persisters,  however,  were  far 
more  esthetically  oriented  than  the  other  groups. 

Type  of  higher  educational  institution  seemed  to  make  little  differ- 
ence : The  college  students  changed  to  about  the  same  degree  regardless 
of  the  type  of  college  they  entered.  (See  Table  6) . 


Table  6. — Standard  mean  nonauihoriiarianism  and  social  maturity  scores  of  college 
students^  1969  and  1963 y hy  type  of  college  attended  in  1963 


College 

University 

Public 

Ciiui'ch- 

rolated 

Private 

nonsec- 

tarian 

Public 

Oliurch- 

rolated 

Private 

nonsec- 

tarian 

Mon  (N)_ 

(214) 

(114) 

(37) 

(250) 

(39) 

(31) 

Non  authoritarianism: 

1959 

45. 48 

45. 44 

49.64 

46. 61 

42. 92 

64.48 

1963 

62.49 

61. 46 

62.42 

63. 17 

47.69 

63.45 

Difference 

7. 01 

6.  02 

2. 88 

6.  66 

4.  77 

-1. 03 

(0 

1 (8. 87) 

1 (6.40) 

2 (1. 61) 

1 (11.48; 

1 (3. 73) 

2 (.63) 

Social  maturity: 

1959 

52. 79 

62.43 

52.43 

54.  23 

60. 85 

60.27 

1963 

62.31 

61.64 

64. 80 

63.87 

56. 89 

64. 93 

Difference 

9. 62 

9. 11 

12. 37 

9.64 

6.04 

4.  66 

it) 

» (14.21) 

1 (11.83) 

1 (10.  76) 

i (18. 19) 

1 (4.  76) 

1 (3.  05) 

Women  (N) 

(203) 

(107) 

(27) 

(190) 

(22) 

(21) 

Nonauthoritarianism; 

1959 

43.31 

43.06 

44. 38 

46.  80 

41. 67 

47.  01 

1963 

62.60 

51.21 

63.49 

63.88 

46.12 

67.  01 

Difference,.. 

9.29 

8. 16 

9. 11 

7. 08 

4. 65 

10.  00 

(0. 

1(11.91) 

» (8. 86) 

» (4.  05) 

t (8. 63) 

« (2. 19) 

1 (6. 69) 

Social  maturity; 

1959 

61.04 

60.34 

66.77 

55.  22 

48. 70 

69.40 

1983..... 

62.60 

69. 12 

65.  98 

66.  57 

66. 96 

69. 63 

Difference 

'8. 78 

10.21 

11. 35 

8. 26 

10.23 

(0,. 

1(16.97) 

1(11.71) 

t (5. 29) 

* (18.31) 

1 (3.  53) 

1 (6, 24) 

ip*<.01. 

* p»iiot  significant. 
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Men  and  women  in  the  private  non -sectarian  colleges  and  universities 
entered  college  with  the  least  authoritarianism,  and  students  who 
entered  church-related  institutions  with  the  most — except  for  two- 
year  college  students,  who  are  not  shown  In  the  table.  The  results  on 
the  SM  scale  were  essentially  the  same.  The  private  non-denomina- 
tional  college  and  univei’sity  men  had  the  highest  initial  scores  on  the 
NA  scale,  but  failed  to  expand  their  scores  in  relation  to  the  other 
college  groups.  The  authors  note  that  institutions  renowed  for  their 
academic  excellence  were  not  examined  separately  and  that  this  might 
make  a difference.  The  institutions  were  not  di^inguished  according 
to  size,  special  program,  ability  of  faculty  or  ability  distribution  of 
their  students. 

Trent  and  Medsker  argiie  that  the  attitude  changes  observed  in  their 
study  cannot  be  a reflection  of  general  maturation  of  young  people 
because  of  the  relative  lack  of  development  found  among  the  non- 
college students  and  the  withdrawals.  But  it  is  possible  that  the  changes 
found  result  in  large  pai*t  from  the  students’  readiness  for  growth 
and  the  colleges’  facilitation  of  that  growth.  The  specific  catalysts  for 
change  have  yet  to  be'  identified,  however.  “The  specific  impact  of 
college  on  students  remains  unclear  . . .” 

Astin  and  Paiios,  in  a study  shortly  to  be  published,  have  attempted 
to  determine  the  “value  added”  by  institutions  to  their  students.^’’ 
They  adjusted  for  differential  student  input  through  obtained  scores 
on  the  National  Merit  Scholarship  Qualifying  Test  and  obtained 
Graduate  Record  Examination  (GRE)  area  test  scores  for  a samjple  of 
669  students  at  38  institutions.  The  669  students  were  distributed  fairly 
evenly  among  the  38  colleges  and  universities : the  maximum  was  49 
with  a median  of  16  and  a mean  of  17.6  students  per  college.  There 
were  so  few  students  per  college  because  they  had  to  be  among  the 
250  or  so  students  at  each  of  248  colleges  in  a sample  from  an  earlier 
stiK^  by  Astin.  Only  38  of  the  248  colleges  had  participated  in  the 
GRE  area  testing  program  in  1965. 

Student  input  data  were  obtained  from  the  National  Merit  Scholar- 
ship Corporation  and  a brief  questionnaire  administered  in  1961.  Data 
from  th^e  sources  were  used  to  generate  103  student  input  measures ; 
in  addition  69  college  environment  characteristics  were  obtained.  The 
measures  of  intellectual  achievement  used  were  the  students’  scores 
on  the  area  t^ts.  The  three  area  tests  were  administered  by  the  Edu- 
cational Testing  Service  as  part  of  its  Institutional  Testing  Program, 
and  coyer  the  social  and  natural  sciences  and  humanities.  Conditions 
of  participation  in  this  program  require  that  all  seniors  take  the  area 
tests. 

The  authors  concluded,  after  an  elaborate  regression  analysis,  that 
“variations  in  achievement  during  the  senior  year  in  college  were  much 
more  dependent  upon  differences  in  student  characteristics  that  existed 
prior  to  matriculation  than  they  were  upon  the  characteristics  of  the 
colleges  attend  by  the  students.’’  The  analysis,  however,  accounted  for 
only  about  half  of  the  observed  variation  in  student  achievement.  The 


Alexander  W.;  Astin  and  Robert  «T.  Panos,  The  Educational  and  Vocational  Dcvelop» 
ment  of  American  Oollege  students.  This  study  •will  be  published  by  the  American  Council 
on  Education.  An  article  adapted  from  chapter  3 of  the  book  has  been  published  in  Science, 
16  August,  1968,  pp.  C61-668. 
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authors  feel  that  a large  proportion  of  this  residual  variation  is  un- 
doubtedly attributable  to  errors  in  their  measuring  instruments,  but 
it  is  also  possible,  they  believe,  that  they  have  failed  to  identify  other 
important  environmental  factors.  They  also  state  that  it  would  have 
been  desirable  to  collect  a wider  range  of  information  about  the  stu- 
dent’s personality,  attitudes,  values  and  behavior  for  studies  of  institu- 
tional impact  on  students,  but  they  decided  to  limit  their  questions  to 
those  directly  related  to  educational  achievement  and  career  plans. 

Astin  and  Panes  feel  that  due  to  the  results  of  their  study,  it  might  be 
wise  to  re-examine  traditional  notions  about  college  excellence.  To- 
wards the  end  of  their  book,  however,  the  authors  seeni  to  express  reser- 
vations about  their  owui  conclusions:  “These  findings  indicate  that  in 
future  studies  of  difl:‘erential  college  influence,  it  may  be  necessary  to 
employ  measures  of  college  characteristics  that  are  ‘tailor  made’  to  the 
particular  outcomes  being  studied.  Otherwise,  it  may  not  be  possible  to 
account  for  differential  college  effects  in  terms  of  measurable  attributes 
of  the  institutions.”  The  authors’  reservations,  and  their  recommenda- 
tions for  future  study  by  tailoring  measures  to  particular  institutions, 
agree  with  Trent’s  and  Medsker’s  similar  conclusion  that  such  tailoring 
may  have  to  be  done  in  order  to  show  differential  institutional  impact 
on  students — see  the  above  discussion  of  Beyond  HighSchooL 

Another  recent  analysis  of  between  college  effects  on  students’  cogni- 
tive achievement  found  that  while  85  to  90  percent  of  the  between  col- 
lege variance  in  student  achievement  was  predictable  from  student  in- 
put, a small  but  significant  portion  of  the  remaining  variance  was  due 
to  characteristics  of  the  institutions  rather  than  their  students.^®  Rock,. 
Centra,  and  Linn,  of  the  Educational  Testing  Service  (ETS),  using  a 
larger  sample  of  colleges  and  students  than  did  Astin  and  Panos,  were 
able  to  use  the  institution  as  the  sampling  unit  and  thus  could  partition 
the  between  college  vaiiance  after  allowing  for  student  input.  Astin 
and  Panos,  because  of  the  small  number  of  students  at  each  college  in 
their  sample,  had  to  partition  the  total  individual  variance.  The  ETS 
study  comprised  95  colleges  that  had  administered  the  GEE  area  tests 
in  196Y  or  1968.  SAT  scores  were  found  for  6,855  of  the  seniors  at  these 
colleges,  for  an  average  of  Yl  students  at  each  of  the  95  colleges.  Astin 
and  Panos  had  a maximum  of  49  students  per  college  in  their  sample, 
but  the  average  was  much  less.  After  a regression  analysis,  and  using 
the  GEE  institutional  mean  scores  as  output  and  the  SAT  institu- 
tional mean  scores  as  input,  Eock,  Centra,  and  Linn  concluded  that 
10  to  15  percent  of  the  between  college  output  variance  could  not  be 
predicted  from  the  input  meJisures.  A small  but  significant  part  of 
this  remaining  variance  could  be  predicted  from  income  per  student, 
proportion  of  facultv  with  a doctorate,  full-time  equivalency  of  the 
student  body,  and  the  interaction  of  these  three  variables  with  the 
GRE-Natural  Science,  GRE-Humanities,  and  GRE-Total  scores,  but 
not  with  the  GRE-Social  Science  score.  But  as  the  authors  point  out,, 
the  college  effects,  even  though  larger  than  those  found  by  Astin  and 
Panos,  are  of  limited  practical  significance. 


Donald  A.  Rock,  John  A.  Centra,  and  Robert  L.  Linn:  "Tlie  Identification  and  Evalu- 
■ atlon  of  College  Effects  on  Student  Achievement,'’  unpublished  paper,  January  1909.  The- 
authors  are  research  psycholo^sts  at  the  Educational  Testing  fevice.  Princeton,  New 
Jersey,  and  performed  this  study  with  a contract  from  the  TJ.S.  Office  of  Education. 
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There  are  a number  of  limitafibns  to  consider  for  the  ETS  study, 
however.  The  sample  of  collets  was  not  repr tentative  of  the  total 
population  of  colleges:  in  particular  there  were  few  large  universities, 
State  supported  colleges,  or  engineering  schools.  The  elite  private  in- 
stitutions of  the  northeast  we^re  particularly  lacking.  The  authors  feel 
that  more  refined  measures  of  income,  expenditures,  and  faculty 
characteristics  are  needed  in  order  to  show  differential  college  impact 
on  students.  Another  restriction  is  the  narrow  nature  of  the  criterion 
used  to  measure  college  effectiveness— the  GRE  area  tests.  These  tests 
measure  only  a part  of  what  can  be  called  the  output  or  (product)  of 
a college,  and  that  part  is  limited  to  the  cognitive,  But  liberal  arts  col- 
leges are  at  least  as  much  concerned  with  developmental  change  in 
their  students — ^the  affective  rather  than  the  cognitive.  These  kinds  of 
values  and  attitudes  are  not  measured  hy  cognitive  achievement  tests, 
thus  the  area  tests  may  not  be  suitable  for  measuring  between  college 
variance  of  the  most  important  aims  of  these  colleges. 

Within  college  changes  were  beyond  the  scope  of  the  ETS  study, 
but  it  is  quite  possible  tliat  colleges  may  be  differentially  effective  with 
different  kinds  of  students,  but  these  effects  need  not  show  up  in  the 
institutional  mean  scores.  And,  most  importantly,  the  authors  of  the 
ETS  study  believe  that  variables  more  directly  concerned  with  the 
nature  and  extent  of  student- faculty  interactions  would  be  particularly 
relevant.  It  is  these  interactions  that  are  so  important  for  stimulating 
developmental  change  in  students,  but  these  kinds  of  changes  will  not 
show  up  in  achievement  tests. 

The  Astin-Panos  and  ETS  studies  sought  to  measure  the  impact 
of  college  on  students  through  cognitive  achievement  tests.  This 
brings  us  to  the  question  of  whether  cognitive  tests,  achievement,  or 
grades  can  be  used  to  determine  the  impact  of  college  on  students. 
Without  considerii^  anv  problems  iii  the  use  of  aptitude  and  achieve- 
ment t^ts,  or  gra<fes,  tor  the  evaluation  of  individual  students,  the 
prospects  of  using  such  tests  to  determine  the  effect  of  college  on  stu- 
dents, or  as  a means  of  discrimination  between  colleges,  do  not  appear 
to  be  fruitful. 

Tests  of  academic  potential  or  cognitive  achievement  probably  rep- 
resent only  a paifial  description  of  the  likelihood  of  real-life  accom- 
plishment in  those  professions  requiring  above  average  mental  ability. 
For  example,  the  relationship  between  verbal  intelligence  and  creativ- 
ity is  curvilinear,  but  at  about  120  I.Q.  the  slope  of  the  curve  drops 
sharply  so  that  the  two  variables,  while  still  correlated,  are  less  so  than 
at  lower  points  in  theI,Q,  range,^®  Studies  of  creative  people  by  Donald 
MacKinnon,  director  of  the  Institute  of  Personality  Assessment  and 
Research  at  Berkeley,  support  the  above  observations.  MacIQnnon 
tested  groups  of  mathematicians,  architects,  and  research  scientists 
who  were  nominated  by  their  peers  as  being  creative,  and  who  were 
patently  successful  in  their  careers.  He  could  not  find  any  significant 
difference  in  I.Q.  between  his  sub-samples  characterized  by  different 
levels  of  creativeness.  Successful  careers  in  these  fields  seem  to  require 
an  LQ.  of  about  120,  The  I.Q.  range  in  his  sample  of  140  creatives  in 

Gterald  P.  Glnsburg  and  Robert  G.  Whlttemore,  ‘^Creativity  and  Verbal  Ability : A 
Direct  Examination  of  Their  Relationship,”  The  British  Journal  of  BdttcaUonal  Psychology, 
June  1968,  Vol.  38,  Part  2,  pp,  133-139. 
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the  above  professions  ranged  from  114  to  152  with  only  one  above  145 
and  two  below  118;  98  percent  were  between  118  and  140.  MacKinnon 
concludes  that  “above  a certain  minimum  level  required  for  mastery  of 
a fieldj  being  more  intelligent  does  not  guarantee  a coxTesponding  in- 
crease in  creativeness.” 

Tlie  Massachusetts  Institute  of  Technology  -began  a testing  program 
in  1961  to  try  to  determine  the  level  of  ci’eativity  among  its  entering 
freslunen.  All  entering  freshmen  were  given  three  scales  from  the 
OPI— Tliinking  Introversion,  Complexity,  and  Impulse  Expression. 
High  scorers  on  these  scales  generafly  prefer  to  try  out  new  solutions 
to  problems,  like  to  fool  aiound  with  ideas,  and  prefer  to  take  cog- 
nitive risks.  The  MIT  researchers  also  discovered  that  these  high  scor- 
ing students  are  more  likely  to  leave  the  Institute — by  withdrawal  or 
disqualification — tlian  the  low  scoring  students.  (The  scholastic  apti- 
tude scores  and  secoiidaiy  school  academic  preparation  of  both  high 
and  low  scorers  seemed  to  be  negatively  correlated.)  The  low  scorers 
tended  to  remain  in  one  program  for  their  entire  time  at  the  Institute, 
especially  the  engineers.  The  low  scorers  on  the  Impulse  Expression 
Scale  had  a significantly  higher  final  cumulative  gx*ade  average  than 
the  high  score  Impulse  Expression  group.  It  appeared  that  the  greater 
the  impulse  restriction  the  higher  the  grade.  The  major  loss  of  high 
creativity  students  occuned  in  the  first  one  and  a half  years,  and  those 
who  remained  took  academic  paths  different  from  their  less  creative 
p^rs : for  example — only  one  sixth  of  the  seniors  as  a whole  were  in 
science,  but  one  naif  of  the  high  scorers  were  in  science — as  opposed 
to  engmeeering.'^^  This  conclusion  corroborates  tlie  low  frequency  of 
engineers  among  the  liigh  changers  in  Beyond  High  SoliooL 

Personality  testing  is  not  without  problems,  but  the  questions  dealt 
with  are  very  complex,  and  answers  cannot  wait  until  all  methodolog- 
ical issues  are  solved.  In  the  long  run,  however,  psycliological  testing 
may  be  the  most  promising  method  to  measure  change  in  students 
and  the  impact  of  college  on  students,  as  well  as  discriminating 
between  colleges.  But,  see  the  caution  about  the  use  of  pex*sonality 
^ales  in:  Harold  A.  Korn,  “Personality  Scale  Changes  From  the 
Freshman  Year  to  the  Senior  Year,”  p.  184,  in  No  Time  for  Youths  by 
Joseph  Katz  and  associates,  jSan  Francisco,  1968. 

IVliat  then  are  the  possibilities  for  beneficial,  developmental  change 
in  college  students  ? Trent  and  Medsker  believe  that  a state  of  readiness 
IS  crucial  to  personality  development  in  college.  They  feel  tha»t  it  is 
quite  conceivable  that  the  subsequent  development  of  the  new  college 
freshman  rests  more  on  his  predisposition  toward  change  than  any 
other  trait  or  factor  in  the  environment.  There  is  evidence,  Trent  and 
Medsker  believe,  tliat  the  ox'ientation  of  the  student’s  parents  toward 
education  constitutes  a key  factor  in  determining  whether  a 
child  s disposition  toward  learning  will  be  positive  or  negative.  They 
cite  their  own  evidence,  however,  in  pointing  out  that  college  does 
influence  students^-the  distinct  relationsliip  their  data  sliowed  be- 
tween persistence  in  college  and  change  in  attitudes  and  values. 


Donald  W.  MacKinnon,  “Education  for  Creativity,  a Modern  Mvtti’”  in  nP 

“tlorUnVver^frfCalS^^  Development  In  Higher  Eau- 
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Freedman  in  his  new  book,  The  College  Experieifwe^  believes  that 
systematic  personality  change  does  occur  in  college.  He  believes  that 
his  and  others’  work  nave  shown  that  this  development  is  “not  simply 
a matter  of  progression  along  lines  laid  down  in  early  ^olescence  or 
in  infancy.”  “Late  adolescence  may  well  prove  to  be  as  important  for 
the  ^ult  personality  as  the  developmental  phases  of  infancy  and  early 
adolescence.” 

But  what  has  the  general  slant  of  the  evidence  shown  us  so  far? 
One  must  conclude  that  the  experience  of  college  does  not  exert  a 
profound  influence  on  most  students.  A few  students  are  so  affected 
in  many  colleges  and  a few  colleges  deeply  reach  a lot  of  their  students. 

Theodore  Nev  3omb’s  study  of  Bennington  College  in  the  1930’s, 
and  his  follow-up  study  25  years  later,  demoi^rates  a sustained  col- 
lege impact  on  students  that  cannot  be  attributed  only  to  student 
input.^^  In  his  originaT  researches  with  the  PEP  Scale  (see  above) 
Newcomb  found  that  the  longer  students  remained  in  college  the  less 
conservative  their  attitudes  became.  For  the  alumnae  of  the  1930’s, 
the  political  point  of  view  wliich  characterized  them  as  seniors  still 
fairty  accurately  characterized  them  in  1960-61.  Chaises  iii  college 
tended  to  persist.  For  those  alumnae  who  did  not  graduate  the  gen- 
eral trend  is  the  same,  but  there  are  more  exceptions  to  the  trend. 
Since  the  dropouts,  in  their  last  college  tests,  did  hot  differ  signifi- 
cantly in  their  PEP  scores  from  those  who  remained  to  graduate, 
Newcomb  concludes  that  continued  college  experience  had  a “decon- 
servatizirig”  effect  and  that  this  effect  l^ted.^® 

As  a further  verification  of  the  influence  of  the  oollege  environ- 
ment, Newcomb  hit  on  what  David  Eiesman  called  “the  ingenious 
idea’’  of  comparing  Bennington  alumnae  with  their  sisters  who  did 
not  go  to  Bennington.  Newcomb  i*eports  that:  “The  1964  responses 
showed  that  Bennington  graduates  resembled  non-siblings  who  were 
also  graduates  more  closely  than  they  resembled  their  own  sistera 
who  were  non-graduates.”  Newcomb  believes  this  to  be  further  evi- 
dence of  the  durable  impact  of  the  college. 

But  Bennington  is  only  one  small  college,  and  a college  that  is 
generally  agreed  to  be  superior.®^  Wliat  of  other  colleges  and  other 
Itudents? 

Nevitt  Sanford,  in  describing  the  Mellon  Foundation  studies  at 
Vassal’  College,  and  the  differences  between  freshmen  and  seniors  at 
Vassal’,  says  that  we  are  dealing  with  a problem  which  has  an  impor- 
tant statistical  aspect.  If  we  talk  albout^  the  whole  student  body  at 
Vassar  then  we  would  have  to  affirm  Philip  Jacob’s  results — there  is 
only  small  beneficial  change  in  basic  values  and  attitudes  overall. 
But  when  the  Vassar  freshmen  were  compared  with  the  seniors  the 


«The  otlgtnal  study  was  Theodore  M.  Newcomb,  Personality  and  Bocial  Cimngct  New 
York,  1943.  The  second  book  is  by  Newcomb,  Kathryn  n.  Koenig.  Richard  Flacks,  and 
Donald  P.  Warwick,  Persistence  and  OJiange:  Betiningtoti  OpUege  and  Its  Students  After 
ru>e«fw-Fiuo  Years,  New  York,  1967.  • ^ _ i.*.  ..i 

“As  an  interesting  check  on  validity,  the  attitude  scores  obtained  from  the  alumnae 
respondents  about  their  fellow  aumnae  friends  and  from  those  friends  themselves  tend  to 

^°w^fvid*Riesmnn  has  pointed  out  ‘^That  Bennington  Is  the  least  academically  selective 
of  the  leading  women’s  colleges”  with  less  than  half  of  its  applicants  graduating  In  the 
top  fifth  of  tnelr  secondary  school  classes.  Developmental  change  induced  by  the  college 
ejcpcrience  Is  not  limited  therefore  to  only  the  very  top  of  secondary  simool  graduates. 
Klesman’s  comment  Is  taken  from  his  review  of  Newcomb^s  et  al  study  of  Bennington  Col- 
Ik  ge  In  The  American  Journal  of  Sociology,  March  1968,  Volume  73,  No.  6,  pp.  628-630. 
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differences  Avere  quite  striking.®®  Sanford  feels  that  tlie  students  who 
were  effectively  -reached”  by  the  college  cannot  be  pointed  out  by 
proportion,  since  he  is  talking  statisticedly,  but  that,  even  if  it  were 
onN  one  in  five  that  would  be  enough  to  make  a striking  statistical 
difference  between  seniors  and  freshmen — ^^vhich  he  believes  they  had 
at  Vassar.  Sanford  feels  that  a college  teacher  would  be  happy  to 
^‘reach”  one  in  five  students  and  that  anything  that  would  be  true 
of  one  in  five  would  be  veiy  important.  Not  much  happens  to  most 
students,  he  agrees,  not  enough  happens  to  the  average  student. 

Many  critics  of  higher  education  were  bothered  by  the  small  amount 
of  change  produced  in  students,  seeing  this  as  an  indication  of  the 
Ineffectiveness  of  colleges.  Freedman,  however,  believes  that  this  re- 
action can  go  too  far,  and  that  it  “is  a misperception  of  the  way  in 
which  social  change  takes  place.”  “The  key  to  social  cliange,’’  Freed- 
man believes,  “is  that,  in  a dynamic  system,  slight  changes  in  individ- 
uals can  lead  to  profound  changes  in  the  system  as  a whole.”  “Massive 
social  change  is  compounded  out  of  slight  shifts  in  Individual  attitudes 
and  beliefs.”  ®®  The  civil  rights,  anti-Vietnam  war,  and  other  campus 
protests  he  thinks  are  partw  the  fruits  of  this  change. 

David  Riesman  believes  that  “The  lack  of  specific  impact  of  colleges 
today  on  many  of  their  students  is  a tribute  to  their  general^  effectiye- 
ness.”  “The  middle-brow  culture  of  America  has  been  decisively  in- 
fluenced by  academic  values,  both  through  attendance  at  college  and 
spread  of  ‘collegiate’  values  through  the  major  networks,  the  Luce 
and  similar  publications,  professional  and  business  conventions,  and 
in-service  training.”  Riesman  speaks  of  “this  new;  situation  which  is 
the  result  of  wirespread  cultural  advance.”®^  Similarly,  the  Berkeley 
sociologist  Martin  Trow  believes  that  the  outcry  over  the  quality  of 
college  teaching  is  somewhat  misplaced : The  quality  of  college  teach- 
ing is  not  declining,  but  is  continually  improving — the  dismay  really 
comes,  perhaps,  from  higher  standards  now  more  widely  applied.®® 
The  colleges  get  steadily  better  Riesman  believes,  and  he  reels  that  if 
Jacob  had  done  his  study  twenty  years  earlier,  he  would  have  found 
even  less  emancipation  in  the  colleges  than  he  did.  Sanford  concurs, 
and  adds  that  compared  to  the  best  colleges  of  the  nineteenth  century, 
the  average  college  of  today  is  a stronghold  of  serious  scholarships.®® 


IV.  THE  INFLUENCE  OF  THE  ENVIRONMENT 

Many  observers  have  remarked  the  seeming  eagerness  of  freshmen 
entering  college : they  are  usually  unsophisticated,  but  appear  open 
and  ready  for  new  experience.  Just  what  is  in  store  for  them,  they  are 
not  always  sure,  but  they  expect,  and  partly  fear,  a challenge. 


85  Spotn^ht  on  The  OoUepe  Student,  etllted  by  Margaret  L.  Habein,  Washington,  D.C., 
1950.  (A  discussion  by  the  Problems  and  Policies  Committee  of  the  American  Council  on 
Education,  led  by  David  Riesman.  Philip  E.  Jacob,  and  Nevitt  Sanford.  This  discussion 
■was  prompted  by  the  publication  of  the  “Jacob  Report’*  and  the  early  results  of  the  Vassar 
studms. 

68  Freedman,  The  Co Uepe  E;rperfcncc,p.  5. 

w In  ‘VThe  Jacob  Report’’  a review  article  of  Changing  Values  in  College,  in  the  Amcncan 
SooIoZopfcolReuicto,  vol.  23, 1068,  pp.  732-738.  , ^ . , „ , 

“Martin  Trow,  ‘^The  Idea  of  a New  University,”  In  Universities  Quarterly,  March  10R5. 
pp.  162-172.  Trow  does  believe  that  Uicre  has  been  a real  decline  In  the  extent  and  quality 
of  the  personal  relations  between  students  and  staff  In  the  larger  institutions. 

80  In  Spotlight,  pp.  9 and  52. 
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The  Vassar  College  studies  havie  shown,  however,  that  the  “prime 
concern  of  most  entering  freshmen,  although  often  not;  a matter  of 
exx^licit  or  conscious  knowledge,  it  with  acceptance  by  their  fellow 
students.”  Their  greatest  conscious  anxiety  is  educational  or  intellec- 
tual concerns.®®  Theodore  Newcomb,  writing  of  his  uncompleted  re- 
searches at  the  University  of  Michigan,  says  that  their  work  has 
already  shown  how  many  freshmen  “quickly  team  up  with  others 
much  like  themselves,  and  we  do  not  expect  to  find  much  value  change 
within  existing  peer  groups  formed  in  such  ways,  our  assumption 
being  that  their  members  will  tend  to  reinforce  one  another’s.  existing 
values.”  Newcomb  believes  his  results  will  demonstrate  a general  phe- 
nomenon, of  which  fraternities  and  sororities  are  merely  a special  case, 
in  that  such  groups  tend  to  select  homogeneous  recruits  and  insulate 
them  from  influences  that  might- induce  significant  attitude  change.®^ 

Wallace’s  study  of  “Midwest  College”  has  examined,  the  processes 
by  which  students  entering  this  college  (a  small  mid-west  liberal -arts 
college)  learn  how  the  local  campus  culture. views  academic  achieve- 
ment and  graduate  training.  The  entering  students  learned  the  local 
campus  ''Ailture  within  the  first  two  or  three  months  of  residence.  The 
new  students  quicklv  grasp  i the  nature  of  the  local  expectations  and 
norms  and  rapidly  adjust  to  them ; by  the  end  of  the  f resliman  year  they 
are  not  distinguishable  from  upper-classmen  in  their  espoused  values 
about  academic  achievement.®^ 

The  student  culture  the  freshmen  enter  has  qualities  of  personality, 
ways  of  social  interaction,  and  types  of  values  and  beliefs,  which  are 
passed  on  from  one  generation  to  another,  and  like  any  culture  provides 
the  basic  context  in  which  individual  learning  takes  place.  The  authors 
of  the  Vassar  studies  contend  that  this  culture  is  the  chief  educational 
force  at  work  in  the  College,  since  being  assimilated  into  the  student 
society  is  the  prime  concern  for  new  students.  In  their  opinion,  the 
academic  objectives  and  jirocesses  of  the  College  are  mediated  for  the 
new  students  by  the  student  culture,  or  by  the  predominant  culture, 
since  colleges  usually  have  several  student  cultures. 

Any  changes  in  the  students  are  by  compromise  between  the  explicit 
goals  of  the  College  and  its  faculty,  and  the  student  culture,  which  de- 
fends itself  against  too  radical  an  encroachment  upon  its  habits  and 
mores.  (As  compared  to  freshmen,  nevertheless,  the  seniors  are  “lib- 
erated” in  the  direction  of  the  College’s  aims  of  a liberal  education.) 
Except  for  a minority  of  students,  the  intellectual  goals  of  the  College 
“do  not  enter  primarily  into  the  foimation  of  the  central  values  and 
habits  of  the  students.”  “Instead,  for  most  students,  educational  expe- 
riences are  assimilated  to  a central  core  of  values  and  dispositions  which 
is  relatively  independent  of  the  more  formal  academic  influences.”  ®® 

Studies  of  the  socialization  process  in  different  kinds  of  organiza- 


eoprewlman.  **The  Passngo  Through  College,’*  p,  17. 

‘‘Research  on  Student  Characteristics:  Current  Approaches.” 
m Higher  Education,  American  Council  on  Education,  Washington,  D C.. 

jjHin,  p,  no. 

“Walter  L.  Wallace.  Student  Culture,  Social  Structure  and  Oontinuitu  in  a Liberal 
A rf.v  CoRe/yf.  Chicago,  196G.  ^ 

From  Freedman,  “The  Passage  Through  College.” 
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tions  and  institutions  have  shown  that  even  within  formal  organiza- 
tions (such  as  a college)  with  specific  socialization  roles,  much  of  the 
socialization  still  occui-s  through  informal  processes,  outeide  the  spec- 
ified roles,®*  The  primary^  group  (in  this  case,  students)  often  is  the 
main  agency  of  socialization  within  formal  organizations.  These  peer 
or  group  relationships  may  influence  the  outcome  of  socialization  by 
engendering  resistance  to  or  subversion  of  the  socializing  process  (in 
higher  education,  the  aims  of  the  college).  The  collectivity  of  students 
can  develop  a unity,  a sense  of  group  identity,  a power  to  act,  thus  in- 
fluencing tne  socializing  agent’s  objectives  and  techniques  by  organiz* 
ing  resistance  of  some  kind.  The  participants  in  a socialization  sequence 
may  pass  on  information  to  the  newer  members  which  enables  them  to 
manipulate  in  their  own  interest  the  socializing  agent  or  agency,  thus 
to  interfere  with  the  planned  process.®® 

Sanford  says  that  the  results  of  recent  studies  leave  no  doubt  that 
what  students  learn  in  college  is  determined  in  large  measure  by  their 
fellow  studentSj  that  is  by  the  norms  of  behavior,  attitudes,  and  values 
that  prevail  in  the  peer  groups  'to  which  they  belong.  Not  all  students 
accept  the- prevailing  student  culture,  and  others  grow  away^  from  it, 
but  by  definition,  a majority  of  the  students  aie  participating  more 
or  less  fully  in  this  culture;^® 

The  mediating  effect*  of  the  student  culture  and  its  values  can  be 
seen  in  a study  comparing  faculty  rankings  of  nine  educational  ob- 
jectives with  student  rankings,  at  the  University  of  New  Hampshire. 
The  faculty  ranked  educational  growth  first  in  importance,  but  the 
students  placed  it  fourth.  The  students  gave  first  place  to  vocational 
preparation,  The  faculty  gave  the  lowest  ranlc  to  “the  degree”  and 
social  growth,  but  the  students  placed  informal  intellectuiu  activity 
with  peers  and  student-faculty  relationships  last,  When  the  senior 
rankings  of  these  objectives  were  compared  with  the  f reslimen  rankings 
there  was  no  closer  agreement  with  the  faculty  objectives.®^ 

At  most  colleges,  the  evidence  indicates  that  the  prestigeful  student 
leaders,  and  student  organizations  generally,  maintained  values 
strongly  imposed  to  those  of  the  faculty  and  were  able  to  counter 
facult}^  influence  to  a large  extent.  Often,  the  anti-  or  non-intellectual 
and  less  liberal  norms  of  the  students  and  their  institutions  are  sup- 
ported by  organizations  beyond  the  college:  alumni  and  national 
fraternity  groups,  and  sometimes  politicians  or  trustees  with  control 
over  the  college  or  university.®® 

Colleges  are  not  comprised  of  homogeneous  student  cultures.  Al- 
though there  may  be  a prevailing  culture  at  any  particular  college  most 
institutions  will  be  made  up  of  several  subcultures  of  students.  Clark 
and  Trow  have  developed  a useful  and  influential  model  of  four  types 

0*  Although  aodalization  plays  a major  part  in  the  development  of  personality,  the  two 
terms  are  not  synonymous.  Socialization  is  the  process  whereby  a person  learns  to  get 
along  with,  and  to  behave  like,  others  In  his  CToup  or  culture. 

Taken  from  Brim,  “Socialization  Trough  the  Life  Cycle.” 

*»Nevltt  Sanford,  **Where  Oolleoea  Fail,  A Study  of  the  Student  as  d Person,  San 

^«*Clted’by  ^’^€?fster,*Fre€'^^^^  and  Heist,  “Personality  Changes  In  College  Students,” 

p,  836,  in  The  American  OoUcge^ 

^ Barton,  Studying  the  Effects  of  College  Education,  pp.  00-61. 
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of  student  subcultures.  They  call  these  four  basic  types  of  subcultures 
the  academic,  collegiate,  vocational,  and  nonconformist.®® 

The  culture  emphasizes  education  essentially  as  prepara- 

tion for  an  occupationaJ  future.  The  social  or  intellectual  aspects  of 
college  life^  althoujgh  not  ignored,  are  less  important.  The 
culture,  while  not  imoring  career  preparation,  gives  emphasis  to  the 
pursuit  of  knowledge,  ideas  and  scholarship,  'file  coUegiate^  culture 
places  greatest  value  on  the  extracurricular  side  of  college  life.  The 
culture  ignores  or  disdains  the  extracurricular  life  of 
the  college,  and  either  rejects  commonly  held  value  orientations  in 
favor  of  one’s  own  or  has  not  yet  really  decided  what  to  value  and  is 
searching  for  meaning  in  life.  This  culture  is  often  deeply  involved 
with  ideas  and  art  forms  both  m class  and  out.^® 

FIGURE  1 

Involved  with  Ideas 


Much  Little 


' Much 

Academic 

Collegiate 

Identify  with 

their  college 

Little 

Nonconformist 

Vocational 

Types  of  Orientations  of  Four  Most  BiRtinguishablc  Student  Subcultures 


The  vocational  culture  flourishes  when  the  steadily  increasing  num- 
bers of  students  from  working  class  and  lower  middle  class  origins 
go,  as  many  of  them  da  to  large  institutions  that  do  not  have  a strong 
intellectual  tradition.  Students  of  upper  class  and  upper  middle  class 
families  can  afford  the  “luxury”  of  an  interest  in  ideas  as  they  can 
also  afford  the  luxury  of  a collegiate  fun  culture.  Which  way  the 
latter  students  go  depends  on  the  intellectual  climate  in  their  homes, 
their,  own  academic  abilities,  their  experience  with  ideas,  occupational 
aspirations,  and  the  kind  of  college  they  enter.''^  As  skills  and  formal 
knowledge  grow  in  importance,  and  as  more  and  more  lower  class 
students  go  to  college,  the  vocational  and  academic  orientations  grow 
at  the  expense  of  the  collegiate  culture.  The  colle^ate  culture  is  in  no 
danger  of  extinction,  especially  on  what  Trow  calls  its  large  state 
preserves,’^  but  the  demands  of  cold  war,  government,  and  business 


Burton  R.  Clark  and  Martin  Trow,  “The  Organizational  Context*’  in  College  Peer 
OroupBj  Prohlema  and  Prospects  for  Research,  edited  by  Theodore  M.  Newcomb  and  Everett 
K.  Wilson,  Chicago,  1966.  Clark  and  Trow,  caution,  that  their  types  of  subcultures  are  not 
necessarily  types  of  students,  even  though  they  often  describe  these  subcultures  by 
charncterizing  their  members.  Any  particular  student  may  participate  in  more  than  one 
of  the  subcultures  on  his  enmpus,  though  in  most  cases  one  subculture  will  embody  his 
dominant  orientation.  Also,  the  actual  subcultures  on  any  given  campus  may  comprise 
elements  of  more  than  one  of  these  types. 

’^‘This  description  of  the  four  student  cultures  is  adapted  from  Richard  E.  Peterson,  On 
a TypoloOff  of  College  Students,  1965,  a Research  Bulletin  of  the  Educational  Testing 
Service,  Princeton,  N..T.  Peterson  has  used  the  Clark*Trow  model  In  his  research  on 
students. 

« Clark  and  Trow,  ^^Organizational  Context/*  p.  28. 

wp.  Scott  Pltzgernld’s  famous  quip  is  still  true  at  such  institutions:  fountains  of  kno'*** 
edge  where  students  gather  to  drink. 
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for  managerial  and  technical  expertise  are  strengthening  the  academic 
and  vocational  culture,  ' , } , ^ 

Richard,  E.  Peterson  of  the  Educational  Testing  Service  has  sur- 
veyed by  questionnaire  about  13,000  entering  fre-^hmen  at  23  colleo-es 
and.  universities  to  try  and  determine  the  distribution  .of  students 
among  the  four  cultures  of  the  Glark-Trowianalytical  model.  Peter- 
son’s survey  questionnaire  was  administered  in  September  1963  at 
the  23  institutions  which,  while  not  systematically /drawn  to  be  closel  y 
rep  resent  a/tive  of  the  total  population  of  coUegefreshirieh,'  do  broadly 
constitute  a fair  approximation  of  American  higher  education  at  the 
four  year  college  level  (no  junior  colleges). ^ r 

• Included  were  four  state  universities,  five  state  colleges,  one  p^ 
uni'v  ©rsity,  four  independent  coeducational  colleges,  two  womens’ 
colleges,  three  Roman  Catholic  controlled  colleges,  three  technical 
institutes,  and  one  military  service  aca-demy.  Except  at  one  public 
university,  the  entire  entenngvclass  at  each  institution  completed  the 
qiiestionnan’e.;.The' table  below  .^ows  the  distribution  of  the  entire 
sample  and  the  distribution  at  selected  institutions.*^ 

Table  7,  Proportions  of  freshmen  classified  as  vocational,  academic,  collegiate,  and 

nonconformist  {percent)  : 


, Total  Technical  Private 

sample  institilte  university 

(N=12/J4!l)  (N=230)  (N=171) 


State 

colloye 

(N=727) 


Womens’ 

collepe 

(N=1I0) 


Vocational 

Academic 

Collegiate 

Nonconformist. 


27 

19 

51 

4 


48 

14 

34 

2 


29 

2 


21 

12 

04 


7 

47 

15 

31 


_ Although  Peterson_  does  not  identify  the  above  four  institutions, 
internal  evidence  in  his  report  reveals  that  Bennington  is  the  women’s 
college,  Newcomb’s  researclies  at  that  college  enable  us  to  see  the  several 
student  cultures  at  one  highly  regarded  college. 

At  Bennington,  the  upperclassmen,  and  especially  the  prestigeful 
student  leaders,  have  assimilated  the  very  liberal  attitudes  of  the 
faculty,,  and  serve  as  a powerful  reinforcement  to  faculty  influence. 
Unlike  the  dissonnance  between  students  and  faculty  at  most  colleges, 
at  Bennington  the  values  and  attitudes  of  most  students  are  congruent 
with  those  of  the  faculty  and  the  aims  of  the  college.  As  Barton  de- 
Glared^  The  whole  college  system  exerted  pressure  in  one  general 
direction/  This  is  the  environment  confronted  by  the  new  students 
each  year. 

Newcomb  has  developed  a typology  of  student  cultures  at  Benning- 
ton which  resembles  the  Clark-Ti’ow  typology.^® 

Some  Biograjihical  and  Altitudinal  Characteristics  of 
of  a Questionnaire  Surveu*  n Reawirch 

Uullfitin  of  th6  ]Qi(liicAtloiml  Testinij  Service*  Princeton  19G4  n 7 

studying  the  EffecU  of 

typology  was  actually  developed  by  Richard  Plncks,  one  of  Newcomb's  co-nnHiors 
New  York?1967^”^  ^enninf^fon  CoUegc  and  Its  Students  After  T\oenty-%e  Years, 
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There  are  also  two  smaller  subcultures  at  Bennington,  the  campus 
leaders  and  political  activists,  but  these  are  not  necessarily  independent 
of  the  big  four/.  The  social,  group  is  equivalent  to  the'  collegiate  Cul- 
ture of  Clark  and  Trow,  while  the  sdiolars  correspond  to  the  academic 
culture.  The  culture  Flacks  calls  the  “wild  ones”  most  closely  parallels 
Clark’s  and  Trow’s  nonconformists.  The  creative  individualists  com- 
pi'is^  a student  type  that  probably  does  not  exists  at  most  other  colleges 
in  enough  numbers  to  form  a subculture,  but  it  is  the  presence  of 
these  students  with  their  high  individuality  and  high  intellectuality 
that  gives  Bennington  much  of  its  special  character,’® 

It  IS  the  social  group,  or  collegiate  subculture,’  that  I will  pay  most 
attention  to  since  that  culture  comprises  half  the  students  in  Peter- 
son’s sample  and  clearly  dominated  the  public  college  (64%),  The 
difference  between  the  collegiate  subculture  at  Bennington  and  other 
well-studied  schools,  such  as  Vassar,*is  that  at  Bennington  the  col- 
legiate subculture  is  deviant  rather  than  dominant.  At  Vassar,  the 
collegiate  type  tends  to  dominate;  the  intellectuals  and  nonconform- 
ists form  closely  ^ subgroups  or  drop  out.  At  Bennington  the  pat- 
tern is  reversed.” 

The  function  of  the  social  subculture  at  Bennington  was  to  enable 
relatively  conventional  and  unintellectual  students  to  remain  at  the 
college  while  successfully  avoiding  substantial  disruption  of  their 
basic  values  and  style  of  life.  The  social  students  associated  with  each 
other,  they  chose  each  other  as  friends,  and  tended  to  concentrate  in 
particular  residence  houses.  Without  participation  in  tlie  deviant 
subculture  such  resistance  to  the  College  norms  would  have  been  much 
more  difficult  and  perhaps  impossible  had  the  student  I’emained  in 
the  Collegei  .The  social  group  nevertheless  had  a higher  dropout  rate 

Bonnjngiton  also  bas,  of  course,  much  larger  academic  and  ncncoaformlst  cultures  limn 
most  other  colleges,  and  docs  iint  hnvc  a vocational  culture  worthy  of  the  name. 

T7  Newcomb.  Persiatence  and  Chanooj  p.  191.  All  of  the  Bennington  discussion  Is  taken 
from  this  book. 
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than  any  of  the  other  subcultures  in  the  College.  The  College  average 
was  a ten  percent  dro]X)ut  rate,  but  the  social  group  lost  24  percent  of 
its  members  by  dropping  out.  None  of  the  other  subcultures  exceeded 
the  average  dropout  rate. 

^ The  central  function  of  the  social  subculture  was  to  facilitate  re- 
sistance to  influence  by  the  rest  of  the  college.  Newcomb’s  findings 
clearly  show  this.  Students  with  initially^  similar  attitudes  to  those 
in  the  social  group  (determined  by  testing  with  the  OPI  and  by 
interviews),  but  who  did  not  participate  in  it,  were  more  likely  to 
change  in  the  dir^tion  of  the  College  norms  than  those  who  partici- 
pated in  the  collegiate  subculture. 

Bennington  is  not  typical,  obviously,  of  other  colleges.  It  is  typical  in 
one  way — it  is  small  and  most  American  colleges  are  small,  but  there 
the  similarity  largely  ends.  At  Bennington,  the  college  has  captured 
the  campus  standards  of  conformity  and  has  made  them  work  for  its 
own  ends,  but  at  the  large  imiversity  or  college,  especially  the  large 
public  institution,  the  kinds  of  students  and  the  highly  transient 
nature  of  the  student  body  virtually  precludes  the  possibility,  as 
Clark  and  Trow  point  out,  of  strong  academic  subcultures.  Whereas 
at  the  “elite”  private  college  rs  to  90  percent  of  the  students  will 
graduate  in  the^  prescribed  four  years,  at  state  universities  only  30 
to  60  percent  will  do  so.  There  are  some  state  colleges,  e.g.,  in  Cali- 
fornia, that  lose  more  than  80  percent  of  their  students  in  the  first 
Uoo  years.’®  The  typical  length  of  stay  in  the  public  junior  colleges  is 
less  than  that.  This  rapid  turnover  affects  the  content  and  the  viability 
of  subcultures.  So  too  does  the  interest  of  the  students : the  big  tlii'ee 
vocational  c^lrricula^  business  administration,  engineeidhg,  and  educa- 
tion account  for  about  half  of  all  undergraduate  degrees.  Petei*son 
found  that  47  percent  of  the  students  in  his  sample  were  anticipating 
a major  in  business,  engineering,  education  or  some  other  vocational 
specialty.’®  This  large  turnover  of  students,  coinbined  with  a voca- 
tional or  collegiate  attitude  by  students,  is  not  conducive  to  the  devel- 
oping of  a vigorous  intellectual  life.  Neither  does  the  mass  processing 
of  students  at  large  institutions  encourage  a serious  concern  witli 
ideas  on  the  part  of  most  students. 

Vocationalism  ^courages  the  growth  in  size  and  complexity  of 
academic  institutions.  Business  associations,  professional  organiza- 
tions, and  other  interest  groups  see  the  college  as  a training  center 
and  urge  them  to  proliferate  occupational  curricula.  And,  or  course, 
students  seeking  upward  mobility  look  for  occupational  training  in  a 
host  of  fields.  As  Peterson  discovered,  the  typical  student  in  the  voca- 
tional culture  is  from  a worldng  class  or  lower  middle  class  home 
and  has  a narrowly  instrumental  view  of  education. 


Clark  and  Trow  were^not  trying  to  single  out  California  for  criticism:  at  the  time 
of  their  writing  the  above  they  were  both  members  of  the  sociology  department  at  Berkeley 
and  associated  with  the  Center  for  Research  and  Development  In  Higher  Education  located 
at  that  university.  See  “Organizational  Context, » pp.  6S-*59.  In  Minnesota,  of  the  high 
ablUty  men  who  entered  state  colleges  In  1952.  only  47  percent  had  graduated  by  1956; 
but  73  percent  of  the  men  enrolled  in  private  coeducational  colleges  had  graduated  by  1956; 

Students,”  In  the  Reviev)  of  Educational  Researolt^,  October  1965, 

pp«  2o6— 257, 

Peterson,  Some  Biographical  and  Attitudinal  Oharacteriatioa,  S. 


Sanford  found  in  his  studies  of  Vassar,  Berkeley,  and  Stanford  that 
institutional  coherence  and  the  strength  of  the  student  peer  culture 
vary  inversely.  When  the  students  are  faced  with  fragmentation  among 
the  adults,  triey  turn  to  each  other.®®  Bigness  of  institution  itself, 
whether  fragmented  or  not,  affects  the  student’s  view  of  the  college 
or  university.  Eiesman  describes  how  James  Coleman  clarified  for 
him,  on  the  basis  of  his  studies  of  high  school  value  climal^,  “how  in 
a big  school  the  faculty  appears  to  the  students  as  a monolithic  entity, 
and  vice  vei*sa,  even  if  the  student-teacher  ratio  is  as  favorable  as  at 
a small  college — ^the  differences  are  analogous  to  those  between  the 
large  and  small  print  shops  discussed  in  S.  M.  Lipset  Martin  Ttoav, 
and  James  S.  Coleman,  Union  Democracy^  Glencoe,  Illinois,  1966”.®^ 

Newcomb  believes  that  we  cannot  understand  how  students  adapt  to 
the  experience  of  college  on  the  basis  of  individual  predispositions 
alone;  therefore,  we  need  to  place  such  predispositions  in  the  contert 
of  the  larger  student  culture  and  social  structure.  The  relationship 
between  individual  attitudes  and  the  dominant  normative  structure  of 
a college  is  a means  to.  understahding-Jiow  students  respond  to  the 
college.®^.  But  college  environments  differ  sharply,  and  we  need  to 
Imow  not  oilly  how  colleges  affect  students,  but  also  what  kinds  of 
students  do  well  in  what  sort,  of  college’s. 

Pace  and  Stern  have  developed  a College  Characteristics  Index 
(CCI) , which  is  a scale  that  attempts  to  characterize  the  influences  and 
interrelationships  of  colleges  and  their  students.  Stern  has  also  de- 
veloped an  Activities  Index  ^I)  which  is  a counterpart  for  the 
individual  student  of  the  CCI.  The  AI  attempts  to  measure  the  extent 
to  which  a student’s  disposition  or  needs,  are  congruent  or  dissonant  to 
the  climate  of  a college.  The  CCI,  which  was  first  published  in  1968,®® 
consists  of  300  statements  about  cbllege  life.:  features  and  facilities, 
faculty,  rules  and  procedures,  curricula,. teaching,  extracurricular  life, 
students’  interests  and  values,  etc.,  which  may  or  may  not  be  true  oi 
any  particular  college.  Observers,  usually  students,  are  asked  to  indi- 
cate whether  or  not  each  item  correctly  describes  their  college.  Scores 
are  averaged  across  observers  to  find  tne  mean  score  for. an  instituiton. 
Norms  have  been  developed  for  the  CCI  so  that  results  for  a single 
college  show  the  extent  to  which  its  environment  differs "from  the  norm 
group.  A factor  analysis  has  shoT\m  that  most  of  the  CCI  variables 
can  be  grouped  under,  four  major  headings:  (1)  an  intellectual- 
humanistic-estlietic  cluster  or  emphasis,  ^(2)  a cluster  suggesting 
emphasis  on  independence,  change,  and  science,  (3)  an  emphasis  on 
personal  and  interpersonal  status,  coupled  with  a practicaTor  voca- 
tional orientation,  and  (4)  an  emphasis  oh  group  welfare,  social  respon- 
sibility, and  a well-manned  community. 

Nevitt^  Sanford,  W7iere  OoWcffes  Fail,  p.  178.  ,,  , 

David  Rlosman,  *‘The  Jacob  Report,**  p.  738,  footnote. 

Newcomb,  Fersi CM ce  o«d  O/janff e,  p.  192. 

^^See  C.  R.  Pace  and  G.  G.  Stern,  ‘f^n  Approach  to  the  Measurement  of  Psychological 
Characteristics  of  College  Environments,’*  In  the  Journal  of  Educational  Payoholf^ny,  vol.  49, 
1958,  pp.  269-277. 
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standard  Score  Scale : AIean=50,  Sigma=20. 

H=Humanism,  Undorstanding,  Reflectiveness,  Sentience,  Objectivity, 
Energy,  Achievement. 

Sl=  Scientism,  Change,  Fantasied  Achievement,  relative  absence  of  close 
Supervision  and  Order.  / 

PS=PracticaUty,  Dominance,  Abasement,  Play,  Sex. 

W=Nurturance,  Succorance,  Affiliation,  Conjunctivity. 

-Sevwi  high  prestig^  private  Liberal  Arts  colleges  (Antioch,  Benning- 
ton, Oberlin,  Reed,  Sarah  Lawrence,  Vassar,  Wesleyan) 

— — ^elve  large  universities,  public  and  private  (Arkansas,  Buffalo,  De- 
roit,  Emory,  Florida  State,  Illinois,  Kentucky,  Michigan,  Minnesota, 
Purdue,  Rhode  Island,  Syracuse) . 

Five  schools  of  education  (Ball  State  Teachers  College,  Buffalo  State 

College,  Fayetteville  State  Teachers  College,  Morgan  State  College, 
ot.  Lloua  State  College) . 

X X X SF  State  College.  • 

Differences  between  institutions  within  the  category  of  prestige  liberal 
the  category  of  schools  of  education  are  relatively  small. 
AU  col^ges  withm  the  category  follow  the  same  pattern.  In  the  University 
fnfnH  there  are  large  differences  between  institutions,  so  that  all  iii- 

Ent  follow  the  pattern  that  is  defined  by  the  mean  for  the  group. 

For  example,  Michigan  is  much  higher  on  the  Humanistic  cluster  than  anv  other 
University  in  pe  group;  both  Michigan  and  Minnesota  rank  considerabl/abovi 
the  others  in  ^e  Independent-Scientific  cluster.  On  the  group  welfare  cluster  the 
score  for  Florida  State  is  nauch  higher  than  for  the  other  Universities.  ’ 

An  example  of  the  application  of  the  CCI  to  one  institution  is  in 
Figure  3 where  San  Francisco  State  College  is  compared  with  three 
groups  of  institutions  The  profile  for  SFSC  runs  along  the  mean 
score,  and  compared  to  these  institutions  it  occupies  an  area  between  the 

3in'^Tf1^’®  V?®  prestige  liberal  arts  colleges.  Note  that  the 

profile  of  the  liberal  arts  colleges  is  almost  a complete  reverse  to  that 
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of,  the  teachers’  colleges.?^ ; A college  /administrator  - can . look ; at , this 
profile  mid  see  ,lio>v  his  college  compares  j to;  other  institutions  in  qual- 
ities he  may  be  staying  to  attain  or  to  avoid;*  ^ r • : ...  . * >;  m . . 

While  the  CCI  attempts  to  aneasurc;  the,  totals  ciiaract^^^  of:  a: 
•college,  as  seen  by  the  students,  these  are  the  external  * pressures  or 
‘^•press’’  of  the  environment.  The  AT  attempts  to  measure  students' 
psychological  needs,  by  haying  them;  respond  to  a scale  describing 
commonplace  daily  activities  of  cplleges,  :The  student  then,  records  his 
like  or  dislike  of  these  activities,  i i ; : 

Stern  has  published  the  results  of  the  application  of  the  C Cl  and  AI 
to  75  colleges  and  univemtiess;  these  are  all.  the  institutions  f or  \yhich 
•CGI  and/or  AI  data  were  available  as  .of  They  are  a large 

and  diversified,  but  not  an  especially  representative  group  of  schools. 
On  the  CCI  scale  for  intellectual  climate,  11  colleges  ranked  one 
standard  deviation  or  more  above  the  mean  (Stern  calls  these  schools 
as  liigh  in  intellectual  climate).  11  fell  one  standard  deviation  or  more 
below  the  mean  (low  intellectual  climate)  and  53  were  within  one 
standard  deviation  above  or  beloys^  the  mean  (middle  intellectual 
climate).  Stern  says  none  of  the  11  colleges  one  standard  deyiation 
below  the  mean  of  his  distribution  are  known  for  academic  excellence. 
The  11  colleges  ranked  high  were : 


Antioch  C. 
Bennington  C. 
Bryn  Mawr  C. 
Goddard  C. 
Oberlin  C, 
Keed  C, 


Sarah  Lawrence  C. 
ShimerG. 
SwarthmoreC. 
Vassar  C. 
W^esleyanU. 


Although  all  these  colleges  are  known  to.be  highly,  selective,  expen- 
sive, and  of  high  qiiality.  Stern  says  that  “it  does  not  follow  that  the 
student  responses  on  which  these  scor^  are  based  are  a reflection  of 
their  reputation  rather  than  their  actual  present  status.”  “Several  other 
schools  listed  should  have  received  similarly  high  scores  if  this  were 
the  case,  but  neither  of  the  two  most  obvious  exceptions  are  even  in  the. 
upper  tliird  of  the  distribution.”  (Stem  does  not  name  the  bottom  11 
schools).  Stern  also  shows  correlations  between  the  GGI  intellectual 
climate  score  and  several  other  measures  of  academic  quality  (see 
table  8). 


Table  8. — Correlations  between  intellectual  climate  score  {CCI)  and  other  measicres 

of  academic  quality 


n r 


Knapp- Greenbauin  Index,  “scholars”  per  1,000... 

Percent  grads  receiving  Ph.  D , 1936-56 

Percent  merit  scholar  entrants,  1956 

Merit  scholars  per  1,000,  1960 

National  merit  scholarship  qualifying  test  means. 
College  board  means; 

Verbal 

Mathematical.. 


50 

0.80 

37 

.76 

41 

.49 

25 

.50 

38 

.71 

16 

.83 

10 

.34 

This  brief  description  of  the  CCI  Is  taken  from  “Methods  of  Describing  CoUege  Cul- 
tures," by  C.  Robert  Pace,  in  the  Teachers  College  Record,  January  1962,  pp.  267-277.  The 
CCI  has  since  been  shortened  and  simplified  Into  The  College  and  University  Environment 
Scales  (CUBS). 

» George  Q.  Stern,  “Characteristics  of  the  Intellectual  Climate  in  College  Environments," 
Horvard/Bdwcationol  Eew'etOj  Winter  1963,  pp.  5-41. 
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; The  percentage  of  National  Merit  Scholar  Finalists  among  enter- 
ing students  does  not  correlate  very  well  .{r=  ;49) ; Stern  suggests  that 
either  these  awards  are  not;  a go^  index  of  scholarly  potential,  or 
that  these  students  do  not  choose  colleges  as  appropriately  as  they 
might.  (See  the  earlier  discussion  of  Heist,  et  al^  “Personality  and 
Scholarship,”' which  demonstrated  that  NMSC  winners  and  near 
winners  differed  substantially  in  their  intellectual  orientations,  and 
selected  colleges  of  high  or  low  Ph.  D.  productivity  based  on  these 
varying  personality  traits.)^  Stern  feels  that  the  very  higli  correlation 
with  the  SAT  verbal  ^ ore  indicates  that  these  colleges  select  students 
more  carefully  than  students  choose  their  colleges. 

Prom  the  above  relationships.  Stem  feels  that  the  intellectual  climate 
of  a college  is  closely  related  to  the  quality  of  its  students  and  to  tlieir 
academic  achievements  after  the  baccalaureate.  But  the  distinctive 
character  of  these  top  11  schools  “is  associated  to  some  degree  with 
institutional  processes  which  are  independent  of  the  particular  atti- 
tudes of  the  students  who  attend  them.”  I think  that  Stem  under- 
states the  case  for  faculty  and  administrative  influence  in  the  nature 
of  the  intellectual  climate.  Of  25  items  which  Stern  lists  as  most  clearly 
depicting  the  high  intellectual  climate  schools,  12  of  these  items  can 
be  attributed  to  quality  of  faculty,  or  administrative  policy ; 12  of  the 
items  can  be  scored  as  student  attributes;  one  item  is  sliared  by  both 
students  and  faculty-administration.  Tlie  faculty  and  administration 
items  (in  my  judgment)  range  from  “Faculty  members  put  a lot  of 
energy  and  enthusiasm  dnto  their  teaching”  to  ‘‘Student  organizations 
are  not  closely  supervised  to  guard  against  mistakes.”  The  student 
attributes  items  range  from  “A  student  who  insists  on  analyzing  and 
classifying  art  and  music  is  not  likely  to  be  regarded  as  odd”  to  “Tliere 
is  much  studying  here  over  the  weekends,  but  students  frequently  do 
things  on  the  spur  of  tlie  moment.” 

On  the  basis  of  Stern’s  own  items,  then,  I would  say  that  the  char- 
acteristics of  a high  intellectual  climate  would  have  to  be  divided 
evenly  between  attributes  of  the  students  and  attributes  of  the  faculty 
and  administration.  These  25  items  were  answered  in  the  same  way 
by  9D. 8.  percent  or  more  of  1,156  students  in  the  top  11  schools.  The 
25  items  with  the  highest  consensus  from  773  respondents  at  the  11 
school  slowest  in  intellectual  climate  start  at  79.8  percent  of  the  sample. 
Stern  believes  there  is  somewhat  less  consensus  at  tliese  low  scliools, 
perliaps  becau^  of  their  size  and  diversity.®®  Of  the  25  high  consensus 
items  at  the  low  intellectual  climate  schools,  only  seven  items  can  be 
clearly  attributed  to  the  faculty  or  administration ; two  items  appear  to 
be  shared  by  both  students  and  the  faculty-administration,  and  the 
rest  are  characteristics  of  the  students.  According  to  Stern,  a hiirh 
intellectual  emphasis  in  a college  is  not  just  a function  of  its  students’ 
orientation  towards  scholarship : “An  abse^'^'^e  of  ^taff  preoccupation 
with  student  ciistodial  care  is  another  impoitant  factor.”  “A  suitable 
climate  in  which  the  intellect  can  flourish  seems  to  require  a large 
measure  of  space  in  which  growth  can  occur.”  Stern  found  that  the 
majority  of  the  schools  he  studied  with  the  CCI  and  AI  hnd  hiHi 
scores  for  various  aspects  of  constraint  and  dependency.  The  de- 
nominational colleges  were  the  most  extreme  in  their  emphasis  on 

“Thft  25  itpims  rloplctlnp  the  low  Intellectiml  climate  vary  from  “Books  dealing  with 
psyclioioglcal  probieniR  or  personal  values  are  rarely  read  or  discussed”  to  “There  is  little 
emphasis  on  preparing  for  graduate  work.” 
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conformity,  and  the  “elite”  private  liberal  arts  colleges  were  least  so.®^ 
The  students  in  xhe  latter  colleges  seek  self-expression  vigorously  and 
the  faculty  and  administration  respect  their  integrity  and  their  efforts. 

Stern  sums  up  his  evaluation  of  the  intellectual  climate  by  pointing 
out  that  an  unpublished  study  by  H.  E.  Berquist  at  the  Univei*sity 
of  Chicago  “indicates  that  schools  with  a strong  intellectual  climate 
get  students  with  strong  intellectual  needs,  and  some  other  kinds  of 
students  as  well,  whereas  the  schools  with  a weak  intellectual  climate 
only  get  the  other  kinds.” 

A mucli  different  picture  from  the  top  colleges  emerges  in  Stern’s 
analysis  of  personal  relationshijxs  at  the  low  schools.  Students  at  these 
colleges  felt  closer  pei’sonal  ties,  accepted  authority  from  othei’s,  and 
were  eager  to  assume  it  for  themselves.  These  traits.  Stern  feels,  ai‘e 
similar  to  the  dynamics  of  business  executives  analyzed  by  Henry.  The 
emotional  constraint  of  the  students  at  low  colleges  is  also  consonant 
with  Henry’s  findings.®® 

Stern  also  compares  administrative  and  organizational  differences 
between  his  high  and  low  schools:  size,  location,  control,  progi’ains, 
faculty,  and  finances.  There  are  almost  no  surprises  here:  The  top 
schools  are  small,  the  bottom  average  nine  times  larger;  the  high 
^hools  tend  to  be  in  the  northeast  and  middle  west  and  111*6  not  usually 
in  large  cities;  the  low  colleges  are  predominantly  metropolitan,  aver- 
aging 5G0,000  people  jxjr  site,  comparod  to  the  top  scliools’  average  of 
12,000  if  Reed  College  is  omitted — the  only  high  college  in  a large  city ; 
the  high  colleges  aro  all  private  and  non-denoininational,  whereas  tlie 
low  colleges  tend  to  he  public.  (Of  the  eleven  low  colleges,  four  were 
non-accredited,  very  small,  very  poor  institutions:  Stern  eliminated 
them  from  this  comparison.)  The  low  schools  (and  the  middle  ones) 
were  academically  more  complex,  offering  a va?  iety  of  teclmical  and 
occuj)ational  programs  as  well  as  more  traditional  academic  prognmis: 
hut  the  high  schools  were  all  lil)eral  ai*ts  colleges.  The  high  schools 
had  much  more  favorable  faculty-student  ratios — one  to  eight — and 
one  full-time  instructor  to  every  ten  students;  hut  the  low  schools  had 
one  instructor  to  15  students,  and  one  full-time  instructor  to  every 
27  students.  Two-thirds  of  the  fnH-tiine  higli  faculties  were  Pli.  D.'s 
but  only  one  third  of  the  full-time  low  faculties  were;  at  the  liigh 
schools  84  percent  of  the  faculty  were  full-time  eoinparod  to  54  |)orcent 
at  the  lows.  Salaiw  coini)arisons  were  not  po.ssihle  l>ecausc  imne  of  the 
low  scliools  would  authorize  release  of  their  salary  figures  as  roported 
to  the  AAUP,  hut  by  some  juggling  Stern  concluded  that  no  verv  great 
disparity  in  salary ‘is  to  be  expected  hot  ween  top  and  bottom  f^'hool?^. 
Salaries  brings  us  to  finances,  and  finam'es  l^rougm  the  only  surprise*  of 
these  coinpari.sons. 

Tlio  financial  assets  of  the  to])  college's  were  snlistautinlly  groater 
than  the  lows  when  totals  were  translated  into  average  dollars  ])er 
sl^^d^nt.  Current  income'  per  student  at  the  high  college's  averaired 
3,377  dollars  per  student,  but  only  ROOO  dollars  |>er  student  nt  the  low 

"DrtvM  lUrrmnn  In  hU  p^rt^pllve  llfU<»  : "nnokirnpitiM  nnit  K«n'IhI  ShU.*'  itt 
Olmroi*.  Illlnnlu.  1054.  pninU  oil!  hnw  iwplr  t.f  emuinf* 
lnt»*ro»U  to  rr«*n(o  a khtd  of  '*iiocIr|  npnc**'*  nroitnit  thc*nurlri*i4,  nn  iroft 
of  prjrnrjr.  TMn  U.  nt  liHint  In  pnrt.  whnt  Htirii  U r'*frrrlne  fo.  nUo  (In 

.*fpori»Onf — nbovi*|  thnt  found  n irront  den!  of  nutonomv  nt  Unrvnnl  (otir  nf 

Jnrol)  A “polent*'  nnd  It  !■  thU  Autonom.v  w!i!rh  \\rmUn  nortdrtnlr  “rntolnuirr*  ’ 

nnd  Intrileetun!  orurflntle  fnlhiinlnttA  to  ffo  **unpitnlnho<r  by  their  fellow  Miiden*-. 

-See  WlUlnm  R.  Henry.  “The  ItunlneM  Kxefiiilre:  The  tNvehoelynnmlcn  of  m Hoelnl 
Hole,  The  Joumnt  «/  Sorto/oity.  Jnnunry  1U4\I,  pp. 
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scliools.  But  money  alone  is  not  the  cleteruiiuing  factor.  The  liigliest 
scoring  college  on  tlie  list  actually  had  less  income  per.  student  tluui 
one  of  the  eleven  low  scoring  s<^liools.  Tlie  top  college  is  a very  highly 
regarded  small  liberal  arts  college  with  about  700  students  and  a 
faculty  of  71;  tlie  low  school  (actually  sixth  from  the  bottom,  picked 
because  the  two  scliools’  financial  sLaiicfing  was  so  similar)  enrolls  about 
3,000  students  and  has  a faculty  of  261.  It  is  a small  state  university 
and  land-grant  college  (see  table  h).  Tlie  income  of  the  two  scliools 
is  distributed  in  essentially  the  same  way,  except  that  one  is  heavily 
dependent  on  student  fees  and  the  other  on  state  appropriations.  These 
two  colleges  have  tlie  same  amount  of  dolhu*s  per  student  available 
to  them,  but  this  money  is  spent  “in  ways  wliich  provide  very  different 
educational  facilities  as  these  have  been  described  to  us  by  their  student 
bodies  via  the  CCfl,”*® 

Table  9. — Sources  of  incofne  for  3 schools^^  selected  from  opposite  extremes  of  the 
intellectval  climate  score 


IVr  full'tlme 

P(sr  school  Per  student  * factiUy  > 


Per-  Per* 

niRh  cent  Low  cent  High  Low  lIlRh  Low 


Tot Al current  Income.........  $1,373,447  100.0  $fi,3fi0.030  loo.o  $1,W»  $^007  $19,333  $34,3?7 

F.ducutionja  ftml  RcncHkl W1.9.W  70.0  «4,S3^573  7ft. ’.>  1,373  1,597  13,  M4  lH.5i5 

Student  fees  only 072, 8JS  {M.O)  879.  OfW  03.9)  90|  291  9,473  3,371 

AiullUiry  entiTprlsM 35^074  2A9  1,2M.;J1  29.2  6(H  434  4,'.m  4,920 

Student  aid  Income 5,<io  .4  34,*»SI  .0  » 13  70  14'l 

Contract  research  mu\ 

S0.'XJ5  3.7  191.232  3,0  73  03  7IB  733 


< The  hitch  echool  has  Iho  hitthest  socire  on  the  Intellectual  climate  dturitiutian;  the  low  school  Is  Oih  from 
tlif  l^ttom.  Tlie  2 were  cltoseii  f<ir  ouriu>arLvn  because  their  rrlaiivr  Onanchkl  standing  Is  so  similar. 

Milch.  098;  low.  3.02H, 

* High.  71;  low,  201, 

* Include  $3,723,503  In  Stato  appropriations. 

*Stern  believes  that  when  8,*»  peivcnt  or  inon*  of  the  mspondents  at  a 
college  respond  the  same  way  to  an  item  of  the  (X'l  or  Al,  then  we 
can  Im  confident  that  they  have  revealed  something  of  themselves  as 
a group  or  of  the  college  ns  a lesmiing  environment . The  image  ohtuine<l 
this  way  is  not  an  interpretation  nor  an  impression,  iSterii  feels,  hut 
thecolkvt  ivc  perception  of  the  pa liici pants. 

The  CT'I  atid  Al  have  Ikhmi  criticized  nonetheless  Invatise  Inifh 
sets  of  ineasnivs  art»  usually  deriusl  from  the  Kime  students.  Thus  the 
slmlents'  own  clmracioriMics  iimy  modify  their  |H*nx*|jtioiis  of  the 
i'olhmi*enyinuiinent.  and  to  ihee.xteni  that  I he  col  lege  mmlifies  .*^tuderit 
characteristirs,  the  int4*rnctinu  is  alri'aily  extuvss«hi  in  the  ('Cl  and  Al 
measun's,  thus  when  the  CC'l  and  A I itvsiilis  atv  couipaivd  tlie  ni»sults 
may  Ih»  aililiciul.^  Stern  *hH*s  not  mvepi  this  criticism.  .Mthoiigli  the 
.same  students  may  si*rve  as  soum*s  for  ImiIIi  pn^ss  (('(T)  and  net^ls 
(Ali  dntu  (luuv  is  ii(»  ivlationslii|i«  he  dec|art*s*  lH*l\\iH*n  (he  iuhhIs 
juvfeivncesa  simlenl  its^oi^ls  for  huundf  mul  the  |ux*as  characteristics 
he  attributes  to  (Jie  ad  lege,  either  at  the  same  collegx  r achiss  adlegi'S. 
Stern  ivfers  f4i  a study  by  McFet*  that  i^eil  a wimple  of  psychejogy 
students  at  cine  college*  to  show  tliat,  (here*  was  no  airrelalion*  IsUWivii 
C'('l  sc<m*s  and  the  ]iarallel  scores  on  the  Ah”*  Vongv,  newrtlieless, 

||r)w  WrtMrjr  U pmHatdjr  tkan  il»»  nmciiiiii 

ituitiry,  f«r  timrv  S,  oirf.  ’’arbAiil  INitUif*  and  Owicir' 

VWuMM*  SH,  >'a.  1.  WI«C«r  itcdM,  fm 

«»  UtK)rri*  U.  Itt  $t*rir¥i  •/  OritSwr  IIUVU. 

*♦  Anbo  klrlVa,  ttrluOrtHolilp  *4  S'wMa  lev  Tl^rir  ivf  II 
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^vill  not  accept  tliese  i*esiilts  as  a demonstration  that  the  CCI  and  AI 
provide  independent  measures,  since  McFoe  “ignored  the  question  of 
possible  correlations  anioii^  nonparallel  scores  derived  from  tliese  two 
tests.”  Since  McFee’s  results  are  not  compelling,  says  Yonge,  Stern’s 
data  are  ambiguous  to  the  extent  that  students  with  varying  needs 
perceive  their  environments  diffei*entl3\®‘ 

David  Riosman  also  has  stated  some  reservations  about  the  CCI.  Kc 
feels  that  Pace  and  Stern  arc  trying  to  measure  college  environments 
by  the  anthropological  approach — using  students  as  informants  rather 
than  as  respondents,  but  the  data  arc  still  analjv.ed  in  psychological 
terms.  Riesman  points  out  that  this  method  may  work  tetter  with 
a college  that  is  relatively  homogeneous  and  where  one  is  ])riniarily 
interested  in  the  students^  iueolog}^  about  the  college.  Not  all  students 
are  eMally  influential  cither  in  determining  the  climate  or  the  local 
legends  almnt  it.  Few  students,  if  any,  he  adds,  arc  aware  of  the  full 
impact  of  college  on  them,  along  with  and  in  contradiction  to  other 
agencies  of  socialization.*’^  Yonge  feels  that  these  methodological 
questions  render  some  of  the  results  and  interpi*etntions  of  the  Pace 
and  Stern  st\ulies  nmbimioiis.  Nonetheless,  he  Wlieves  that  these  are 
pioneering  studies  which  ai*e  providing  gmit  ooiitrihutions  knowl- 
edge al)ont  the  impact  of  college  on  .students,  for  they  have  shifted 
the  i*esenreh  emphasis  from  a descriplivc  to  a dynamic  inodol.*’^ 


Ji^sc])h  Katz  and  his  as.sociales,  in  ihoir  extensive  study  of  Berkeley 
and  Stanford  undorffraduates,  found  that  about  a quarter  of  the 
students  ranked  intefiedunl  and  artistic  activities  among  their  fii*st 
thi*c©  preferred  activities:  a quarter  : iso  said  that  courses  or  teachers, 
aud  the  ideas  presented  l>y  them,  had  groat  influence  upon  thoiu.^^ 
A.s  noted  earlier,  Peterson  determined  tnnt  about  10  percent  of  the 
students  suneyed  with  his  questionnaire  could  bo  placed  in  the 
academic  culture,  and  nlwut  4 percent  in  the  nonconformist  cultiiiv. 
The  latter  u.sunlly  have  a strong  interest  in  ideas  and  art-fonns,  and 
together  witli  students  in  the  ac;idoinic  culture  would  total  almiit  23 
jHJrccnt  of  students  witli  some  Sf>rt  of  a basic  interest  in  ideas  and  an 
mtclleclual  orientation  to  life. 

Ill  Heyond  Iligh  Trent  and  Medsker  placed  nlsmt  one-fourth 

of  their  subjtvts  (mostly  collepe  persistors)  in  their  “exceptional 
rhang\j”  cati^ory  i those  who  fellat  least  threequartei*sof  a staiuh.U'ti 
deviation  alKue’tho  mean  change  score.  These  sludontH  also  had  the 
most  iiitelhv^tnal  approach  to  eijnration,  valnin^  education  for  itsedf 
rather  iJmn  Jkune  uitlitarian  or  instrumental  attitude  t<m'anl  college. 

Neviit  Sanhml,  in  his  discussion  of  students  with  Philip  Jacob 
and  David  Riesman,  felt  that  the  Vassar  studies  sliowwl  jierhaps  20 
jH^rcent  of  the  students  were  IwingetTiHrlii^ly  “reachinl”  hy  the  collep*. 
and  heliH'd  ou  their  way  to  simiiflcanl  developmental  chanp*  and  pvr- 
s^uialify  growth  as  well  as  hileTlevtital  achici'emeuf. 
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These  conclusions  indicate  that  perhaps  20  to  25  percent  of  the 
students  in  college  can  he  expected  to  show  significant  change  and  an 
intellectual  orientation  towards  life  and  education.  The  fact  that 
about  three-fourths  of  college  students,  even  in  good  colleges,  show 
I'elatively  little  intellectual  interest  and  no  more  change  or  develop- 
ment should  not  be  surprising  from  what  we  have  observed  in  pai*ts 
three  and  four  above.  Katz  says  that,  “As  one  conducts  interviews,’’ 
(of  the  Berkeley  and  Stanford  students  in  his  study)  “what  strikes 
one  about  many  students  is  the  relative  passivity  with  which  they  view 
life  ”00  Sanford  believes  that  the  passivity  of  most  students  is  due 
to  tiic  “good-natured  i*csistance  of  student  peer  cultures.”  Freedman 
feels  that  the  majority  of  students  are  “unsophisticated,  conventional, 
and  stable,  rather  more  in  need  of  being  stirred  up  than  calmed 
down  . . “In  au  educational  institution  today,”  Harold  Webster 
declares,  “the  complacency,  dependence  upon  parental  values,  and  lack 
of  mental  disturbance  among  large  numlicrs  of  students  is  itself  a 
cause  for  disturbance  among  educators;  such  placid  students  arc  in 
many  cases  very  nearly  unocuicable.”  Trent  and  Medsker  in  Beyond 
Iliyh  School  found  that  there  was  “no  case  to  l)e  made  for  the  existence 
of  an}'  prevailing  stand  of  student  nonconformity  or  dissent.  The 
evidence  once  again  points  to  the  opposite  conclusion.”  The  Vassar 
College  study  found  that  many  of  the  students  avoided  serious  commit- 
ment.s  io  an  intellectual  life  or*di^?cipUnc  because  they  felt  that  marriage 
and  commitment  fo  a di.scipHnc  were  iiicomnatiblc.*®^ 

Tins  passive  attitude  towards  life  and  eaucation  is  the  real  enemy  of 
change  and  intellectual  development  in  students,  for  it  appears  that 
without  internal  conflict  little  change  and  development  is  ]>os.sible. 
Katz  rcpoils  that  his  analysis  of  the  Berkeley  and  Stanford  students 
who  showed  a high  degree  of  development  m college  also  showed  a 
higher  degree  of  inner  conflict  and  turmoil.  Katz  believes  that  conflict 
and  development  go  together.  The  students  who  experienced  more  con- 
flict than  their  pcere  in  college  also  engnge<l  more  in  creative  activities 
and  changed  more  in  their  personal  characteristics,  in  their  moral  and 
{Kilitical  view.s,  and  developed  more  freedom  to  express  feelings  and 
desiras.  Tlio  students  with  a history  of  conflict  attribntc<l  greater  in- 
fluence to  ideas  in  books  tliey  read  on  their  own.  Tliey  also  were  less 
active  in  social  acliyitie.s  tlien  their  Saiifonl  l)olicve.s  tlint  “in 

order  to  induce  desirable  cliango — toward  further  growth  or  develop- 
ment or  towaixl  grciitor  hcaltli-j-we  have  fo  Mi  ink  in  terms  of  wlmt 
would  upsc»tMie  existing  e^iiilil>riinn,  ptYuliice  instability,  .set  in  motion 
arii\iiy  lc*mliiig  (o  a I iilir.nl  ion  on  n higher  level.”  WillioiH  Miis 
production  of  instahUity  in  the  student  followed  by  the  rostonitioii  of 
.sinbility,  but  on  a liigher  level  lividing  to  further  exjilonition  and  con- 
flict, personality  development  will  not  l>e  likely  toocviir.  It  is  this  “con- 
stant baliinriiig  of  stability  and  chang:e  that  charuoteri/es  i>ersonn!ity 
development  in  cuJiegi*.” 
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Real  education  and  emotional  conflict  within  the  student  appear  to 
go  together,  but  for  education  to  do  its  work  there  must  be  an  openness 
on  the  part  of  the  student,  a predisposition  for  change.  Sanford  says 
the  Vassar  studies  have  shown  that  freshmen  at  Vassar  arrive  with 
high  ideals  and  high  expectations,  want  to  be  challenged,  and  want 
something  to  happen  to  them.  It  doesn’t  take  long,  however,  to  dissipate 
the  students’  enthusiasm  as  a result  of  their  dealings  with  the  college 
bureaucracy,  being  divided  among  the  departments,  of  being  pulled 
liither  and  you  by  all  sorts  of  requirements.  With  their  contact  with 
the  other  students  the  freshmen  quickly  leara  the  ropes  in  manipulat- 
ing the  situatloii.^®^  The  same  theme  is  developed  by  Katz  in  his  recent 
book;  ho  reports  that  many  of  the  Berkeley  and  Stanford  freshmen, 
and  the  ui)perclassincn  in  retrospect,  in  their  interviews  asserted  “that 
they  came  to  the  university  with  high  Intellectual  expectations,  only  to 
find  them  stifled  not  just  by  the  academic  requirements  and  the  nature 
of  many  com*sos,  but  also  by  the  niitl-intellectual  attitudes  of  their  fel- 
low students.”  Student  comiflaiiits  about  the  lack  of  intellectuality 
of  other  students  were  so  fi*equent  that  Katz  feels  some  of  those  com- 
plaining must  bo  among  those  complained  about.  Katz  explains  this  by 
suggesting  an  absence  of  curricular  or  other  elTective  arrangements  to 
ros|wnd  to  tliis  api)arcnt  intellectual  willingness  by  the  students.  The 
studente  sometimes  expressed  liking  of  readings  or  admitted  to  par- 
ticipating in  intellectunl  or  artistic  activities  which  they  would  not 
admit  to  their  pecis.  Katz  feels  that  peer  pressures  were  against  such 
iiivolvcinonts  thereby  explaining  the  students’  reticence  about  tliem  to 
other  students  and  wJjy  students  were  critical  of  ofhers.  Also  “the  in- 
congruity between  what  is  presented  in  the  classroom  and  the  student’s 
own  intellectunl  inclination  and  phase  of  cognitivc-alTective  develop- 
ment make  mtollectual  involvement  difliciilt.”  Students  expect  to  be 
1 n when  they  are  notstimiilntod  by  the  academic  eiiviroii- 
• f I'M  j environment  makes  them  feel  that  they  should  be  inoi-o 

thon.tncy  feel  piilty.  “Not  siirprisinffly,” 
in'fin  /'“s  e'JiIt  >nny  be  proioctcd  onto  others:  the  others  are  iiot 


Iho  nitellcctuul  eoseniess  of  the  fi-cshmeii  does  not  have  a secure 
base,  Katz  helioves,  but  if  it  did,  it  would  not  bo  so  easily  disconraced 
by  (?itlior  prer  resists nco  or  by  incongniity  of  the  faculty.  “Tlio  spark 
iH  thero  early  in  the.  fre.shmnn  year,  but  we  fail  to  ii.«o  it  The  iisycho- 
mgical  fKitoucy  of  the  moment  of  entrance  to  college  is  wortli  much 
further  exploration.” 

The  evidence  from  the  Vassar,  Berkeley,  and  Stanford  studies  shows 
that  the  indents  initially  are  eager  and’williiig,  but  this  cagerne.ss  is 
quickly  dissipated,  unless  the  predisposition  to  change  is  strong,  by 
the  student  j>eor  culture’s  roijistnnce  to  influence  by  the  aims  of  the  col- 
lege, or  l)v  those  aims  being  insiiflicientl y exprt‘sse<l  liy  the  college.  The 
pmiisiiosition  to  change  in  students  is  fundamentally  important,  after 
that  It  IS  the  iiaturi'  of  the  collegia  euviromuent  which  will  delermino 
how  much  students  will  grow  and  changi\  TIuv^i  j>erM)ual  qualities  or 
traits  of  the  student  art',  of  course,  not  iiidepemieiit  of  the  sfmleiit’s 
ImcKgrmind. 
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Webster,  Freedman,  and  Heist  report  that  research  has  shown  that 
most  new  students  are  enthusiastic  about  college,  but ; 

very  few  have  dcA’eloped  those  psycliological  characteristics  that 
will  permit  them  the  necessary  freedom  witliin  the  college  culture, 
and  within  the  larger  culture,  to  become  seriously  committed  to 
intellectual  and  esthetic  problems.  As  a result,  few  will  become 
interested  in  learning  for  its  own  sake.  For  example,  few  students 
have  the  kind  of  pei*sonal  autonomy,  or  independence,  or  even, 
perhaps,  the  social  alienation  that  penuits  them  to  defer  for  long 
their  vocational  or  marital  aims  in  the  interest  of  followliig 
other  pui’suits.  The  majority  of  students  soon  forgo  experimenta- 
tion \vith.  roles,  and  any  questioning  of  basic  values,  m order  to 
secure  as  soon  as  possible  a relatively  definite  plan  for  the  work 
of  the  future.^®® 

The  authors  think  that  this  “pervasive  caution,”  the  intellectual 
passivity  that  most  students  soon  lapse  into,  “may  be  due  in  part  to  the 
absence  of  conflict  during  the  pre-college  years/’  Thev  point  out  tliat 
contrary  to  general  belief,  tJie  Vassar  studies  showed  that  there  was 
little  evidence  that  adolescence  for  these  girls  had  been  a time  of  tur- 
moil or  rebellion;  their  most  common  crises  during  secondary  school 
was  an  occjisional  fear  about  acceptance  by  peers.  They  cite  other  evi- 
dence to  sui>port  their  view  of  emotional  quietude  among  pre-college 
adolescents.^^® 

There  is  evidence  that  the  high  schools  contribute  much  to  the 
absence  of  conflict  in  .students  which  seems  to  be  so  important  for  their 
intellectual  passivity  then  and  later  in  college.  The  high  schools  by 
and  large  do  not  serve  to  bring  students  to  a point  whore  there  is  a 
basic  and  lasting  predisposition  for  clmngo  on  the  part  of  sttidents, 
Xeitlier  do  high  schools  encourage  or  award  outstanding  acadeinic 
achievement  on  the  part  of  sttuicnts. 

James  S.  Coleman  has  analvzed  the  student  valne  climates  of  ten 
high  schools,  and  concludes  tluit  tlio  relative  iiniiuportnnce  of  aca- 
dehuc  achievement  in  these  schools  “suggests  that  those  adolemmt 
sul>culturp.s  are  generally  deterrents  to  academic  ncliievement”'“ 
Coleman  examined  the  status  systems  of  tlie  student  cultures  in  the 
ten  schools  to  sec  the  elTects  of  tliesc  status  systems  uixm  tlio  studcJit.s. 
The  ton  schools  raiigi^d  in  si/c  from  180  students  to  2,000,  from  n town 
of  lc.s.s  tluni  one  thousand  to  over  a million,  and  from  poor  to  aflluent 
.suburb.  The  similarities  of  the  student  status  .systems  “were  far  more 
striking  than  the  differences.”  Coleman  blames  the  ovorwhelming  im- 
portance of  I lie  Imys'  intei'srliolnsl  ic  athletics,  .\(hlefic  ncliioveinent 
was  the  \>rime  way  to  gain  status  in  s^*ho<d;  in  the  pn*dominanily 
iniildle-clas.s  KtOioof  it  was  by  far  the  most  etfiN-tive  itmte  for  a worlc- 
ing  class  l>oy  to  be  admitted  to  “the  leading  » mwd.“  Allhough  Oie  nl- 
feriinlives  for  the  girls  are  diffenuif.  in  every  .m  Iumj!  ihegiHs-^altbough 
iH'tler  .'<tudoni.< — want  even  less  tlian  the  Imivs  to  1k'  vonsiderivl  us 
‘ lirilliant  students.**  !n  all  the  .^diools  Colenmn  oxaniinrth  lUMiJemic 
nchievejuent  was  of  less  iinptuiance  than  snrli  matters  as  being  an 
aflilotir  star  for  boys,  or  knng  a rheerleatler  or  **gootl-UH»hiug*‘  for 
girls,  or  other  aitrirmles. 
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Coleman  noted  a perverse  effect  caused  by  the  student  peer  cultures’ 
aloofness  to  academic  excellence : tlie  boys  who  received  the  best  grades 
wei*e.  not  the  most  able  academically.  The  boys  defined  as  the  best  stu- 
dents by  themselves  and  ,othei*s  were  actually  a mediocre  few.  The  ones 
lyith  the  most  intellectual  ability,  “knowing  where  the  social  rewards 
lie,  will  be  off  cultivating  other  fields  which  bring  social  rewards.” 
Tl>e  “students  with  ability  are  led  to  achieve  (academically)  only  when 
there  are  social  rewards,  primarily  from  their  peers,  for  doing  so  . . 
The  same  syndrome  appears  true  in  college,  less  strongly  peniaps,  but 
still  pervasive  enough  at  most  colleges  to  enable  only  the  odd  deviant 
or  those  with  strong  intellectual  interests  to  avoid  the  value  orienta- 
tions of  the  peer  culture  or  to  grow  away  from  it. 

The  high  schools,  Coleman  feels,  allow  the  student  subcultures  to 
dlvei-t  their  energies  into  athletics  and  social  activities,  and  therefore 
attract  into  intellectual  activities  students  of  a “mediocre  level  of 
ability.”  In  fact,  lie  believes,  tlie  schools  actually  help  the  students 
to  do  so. 

Coleimin  points  out  the  high  school  with  more  than  twice  as  many 
students  going  on  to  college  (about  80  percent)  than  any  other  school 
ill  liis  sample;  the  j)ai*eiits  of  the  students  in  this  school  were  i)rofcs- 
sionals  and  business  executives  and  live  in  an  upper-iniddle-class 
suburb,  “yet  academic  e.xcellence  counted  for  little  among”  the.se 
.students. 

In  addition,  Coleman  exainined  two  private  coeducational  day 
.schools  which  drew  sindents  from  backgrounds  similar  to  the 
school  just  mentioned.  The  private  .schools,  however,  showed  ninch 
gre^iter  variation  from  the  ideal  of  the  athletic  stiir.  In  Colenmifs 
graphs,  the.so  two  schools,  for  the  boys,  stood  extremely  far  from 
the  cluster  of  the  other  schools,  in  the  direction  of  the  brilliant  student 
ideal,  with  a pull  towanls  a social  image — the  most  popular.  All  te!i 
of  the  public  schools  were  clustered  together  and  pulled  toward  the 
athletic  star.  The  responses  for  the  girl.s  wore  intermingled  with  those 
of  (he  public  .schools  with  their  principal  female  attractions  of  ac- 
tivities leader  or  most  popular. 

Coleman  explains  the  clnsteriiig  of  the  public  hiph  schools,  and  the 
diyergiMice  of  the  private  schools,  to  l>e  caii.scd  by  niterscliolastic  ath- 
letics. The  public  iiipli  schools  are  all  hotly  engaged  in  interschohistic 
leagues  winch  arc  Iwnnd  together  in  state  touriiamcnts.”®  The  private 
.‘^•lumls,  while  having  inters<*hohistic  sports,  play  only  scattered  pri- 
vate sidiools,  are  weakly  oi*ganizi»d  in  a league,  have  little  publicity 
and  play  in  no  city  or  .^tate  tonrnanients.  Colenniu  feels  that  the  iv- 
tiuced  iniportanci'  of  spoils  in  the  t wo  private  schools  allowK  the  status 
system  at  these  schools  to  “ Hvaiuleri  freely,  depending  on  local  condi- 
I Ions  in  thei^liools.” 

The  public  school  and  its  conimunity  are  closely  bound  togt*llier  in 
this  athletic  rivalry;  they  must  devote  the  same  attention  to  athletics 
as  the  noiphl>oring  schools  and  towrts.  Sports  are  the  way  a schmil 
gimemtos  idejitiiicatioii  and  cohesion,  for  this  is  the  activity  in  which 
the  school  participates  as  a school  ami  repix'seuts  its  conimnnitv.  “It 
is  IIS  consequence  of  tliis,^’  Coleman  feels,  “that  the  nth  let  e gains  so 
much  status:  he  is  doing  soiiiriliing  for  tlie  school  and  thecqinnninity, 
not  only  for  himself,  in  leading  lus  team  to  victorj%  for  it  is  a school 
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victory.”  But  the  student  who  wants  to  excel  academically  can  bring 
little  or  no  gloi^  to  his  school,  and  his  accomplislunents,  almost  wholly 
personal,  often  bring  disapprobation  ^ a “curve-raiser”  or  “grind,” 
or  as  liiesman  would  say,  accused  of  being  a “rate  buster.” 

A more  recent  study  of  the  effects  of  high  schools  on  the  academic 
behavior  of  their  students  reinforces  Coleman’s  conclusions.""^  McDill, 
Meyers,  and  Rigsby  obtained  data  from  a national  sample  of  20  public 
high  schools  in  1964  and  1965!  The  schools  wei-e  in  eight  states,  varie^l 
widely  in  community  and  socioeconomic  characteristics,  size  (from  240 
students  to  more  than  2,400),  and  showed  considerable  variation  in 
academic  performance  and  climates.  The  authors  declare  that  their 
“results  strongly  suggest  that  the  individual  student’s  academic  be- 
havior is  influenced  not  only  by  the  motivating  foi*ce  of  his  homo  en- 
vii*onment,  scholastic  ability,  and  academic  values  but  also  by  the  so- 
cial pressures  applied  by  other  participants  in  the  school  setting.”  Thev 
believe  their  findings  provide  a direct  ass^inent  of  the  effects  of  high 
school  normative  climates  on  the  academic  perfonnance  of  their  stu- 
dents. The  authors  feel  that  in  those  schools  ^vhere  the  faculty  and  stu- 
dents emphasize  and  reward  academic  competition,  intellectualism,  and 
subject-matter  competence  “individual  students  tend  to  conform  to  the 
scholastic  norms  of  the  majority  and  achieve  at  a higher  level.” 

In  Coleman’s  study,  the  public  high  schools,  no  matter  where  located 
or  how  much  money  they  had,  were  all  like  slices  of  the  same  pie : the 
crust  varied  a little  in  color,  lumps,  and  bumps,  but  the  taste  is  the  some. 
The  product  of  high  school  is  bland  enough  that,  for  the  most  part, 
colleges  will  have  to  do  their  own  shaking  up  of  students  in  order  to 
create  a challenge,  and  the  crucial  predisposition  for  change,  upon  the 
part  of  their  students  if  they  arc  to  have  much  impact  on  them. 

Freedman  is  undoubt^ly  correct  w'hen  he  wri^  that  with  the  large 
numbers  of  youth  attending  college  now,  youth  will  make  a much  better 
world  if  colleges  furnish  adequate  leadersWp,  but  it  will  require  a 
sharper  and  deeper  impact  of  college  experience  on  the  student  than 
has  been  usual,""*  One  way  that  colleges  can  achieve  a much  deeper  im- 
pact on  the  student  is  through  the  old  Socratic  principle  of  wisdom : 
“to  know  thyself.”  Novitt  Sanford  says  that  Lawrence  Kubio  cogently 
argues  “that  educators  must  find  some  way  to  lead  students  to  that 
^self-knowledge  in  depth’  that  is  sometimes  attained  in  the  consulting 
room.”  ""•  (Sanford  is  not  suggesting  that  all  or  most  students  should 
liavo  psychotherapy.)  The  unconscious  processes  have  such  on  enor- 
mous implication  for  the  student’s  future,  Sanford^  believes,  that  the 
most  important  step  in  the  development  of  entering  students  is  to 
make  these  processes  conscious^  tlius  permitting  the  educational  pnwess 
to  do  its  work.  In  Kubie’s  view,  according  to  Sanford,  the  colleges 
ought  to  take  the  chance  to  reduce  the  number  of  their  graduates  wiio 

i^One  U rfmlodM  of  tbo  amiual  ladltoa  hlih  tchool  bnnkelbfell  phenomenon  known  an 
**lfooiiler  nyalerU.** 

*>*Kilwartl  n McDllI,  Edmund  D.  Meiera,  Jr.,  Leo  C.  RIphy:  **InitUatlonnI  Effectn  on 
the  Amdemlc  BebJiYior  Of  lllffb  School  Studentt/*  In  So^olopv  0/  Xdticor<oji«  Summer, 
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have  cut  off  their  chances  of  fulfillment  and  who  therefore  injure  them- 
selves or  others  as  well. 

But  for  those  students  who  are  ready  for  it,  an  effective  college  can 
do  much  to  bring  the  student  far  along  the  way  of  developmental 
change.  The  readiness  and  predisposition  for  change  are  crucial,  how- 
ever. The  kinds  of  1*631)011868  desired  in  college  cannot  be  made  unless 
certain  preconditions  have  already  been  built  up  in  the  student.  For 
most  students  this  is  just  not  the  case.  There  is  a flicker  of  this  readi- 
ness at  the  time  of  college  entrance  but  only  for  a small  minority  of 
students,  at  least  at  most  colleges,  will  it  last.  As  Sanford  points  out 
“The  condition  of  readiness  is  necessary  to  further  development  (of 
the  freshman)  but  it  is  not  a sufficient  cause  of  such  development.  The 
personality  does  not  just  unfold  or  mature  according  to  a plan  of 
nature.  Whatever  the  stage  of  readiness  in  the  personality,  further  de- 
velopment will  not  occur  until  stimuli  arrive  to  upset  the  existing 
equilibrium  and  require  fresh  adaptation.  What  the  state  of  readiness 
means  most  essentially  is  that  the  mdividual  is  now  open  to  new  kinda 
of  stimuli  and  prepared  to  deal  with  them  in  an  adaptive  way.” 

To  be  eff  ective,  tlierefore,  colleges  need  students  who  are  emotionally 
ready  and  predisposed  to  change,  by  either  finding  students  who  are 
ready  or  by  “upsetting”  and  challenging  them  sufficiently  so  that  they 
will  become  ready  for  education  to  do  its  work.  A college  must  also  be 
good  enough  to  keep  its  students  in  a state  of  readiness — this  may  be 
harder  to  do  than  to  find  such  students. 

Although  some  believe  that  excellence  in  a college  is  achieved  more 
througli  tlie  students  it  selects  rather  than  what  the  college  does  to 
them,  McConnell  and  Heist  believe  that,  “A  more  fruitful  hypo- 
thesis • • • would  seem  to  be  that  the  efficacy  of  a college  is  the  product 
of  the  fortunate  conjunction  of  student  characteristics  and  expecta- 
tions, and  the  demands,  sanctions,  and  opportunities  of  the  college  en- 
vironment and  its  subcultures.”  Wliat  Philip  Jacob  found  m Ms. 
“potent”  colleges  meets  that  hypothesis. 

Several  attributes  were  found  to  occur  at  aU  of  the  colleges  Jacob 
described  as  having  a “peculiar  potency”  or  educational  effectiveness. 
These  colleges  all  seemed  to  have  “a  high  level  of  expectancy  of  their 
students.”  What  is  expected  is  not  necessarily  the  same  at  each  college 
for  some  it  may  be  outstanding  intellectual  initiative,  for  others  it  may 
be  a sense  of  social  Mstice,  or  open-mindedness,  or  dedication  to 
humanitarian  service.  Everyone  in  the  college,  however^  is  consciously 
aware  of  the  mission  and  aims  to  which  the  college  is  dedicated.  “Wliere 
there  is  such  unity  and  vigor  of  expectation,  students  seem  drawn  to 
live  up  to  the  college  standard,  even  if  it  means  quite  a wrench  from 
their  previous  ways  of  thought,  or  a break  with  the  prevailing  values 
of  students  elsewhere.” 

George  Stem  says  that  the  results  of  his  latest  work  on  college  cul- 
tures shows  those  well  known  and  highly  regarded  liberal  arts  col- 
leges such  as  Swartlimore,  Eeed,  Wesleyan  andothers,  are  more  “intel- 


“JNcvltt  Simford.  “Develop montal  Status  of  the  Entering  Freshman/'  la  The  American 
CoUeoe,p,  2»8. 
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ilmenran  CaUege,  p,  2C0.  Ilclst  and  McConnell  are  tosUng  their  hypoihesla  In  n long- 
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lectual”  than  their  students,,  who  then  “strain”  to  live  up  to  the  norms, 
but  at  the  large  university,  although  the  students  are  often  less,  intel- 
lectual than  those  at  the  liberal  arts  colleges,  they  tend  to  be  more  intel- 
lectual than  their  environment  demands  of  them,  These  students  then 
may  become  demoralized  and  restless,  Stem  attributes  some  student 
disturbances  to  this  effect.^^°  As  in  Joseph  Katz’s  discussion  of  stu- 
dents at  Berkeley  and  Stanford,  students  at  those  two  universities  fre- 
quently complained  about  the  lack  of  intellectualism  in  their  environ- 
ments. 

Similarly,  Astin  and  Panos  reported  that  only  about  20  percent  of 
the  students  in  their  survey  felt  tliat  intellectual  was  very  descriptive 
of  their  college,  and  16  percent  said  that  description  did  not  apply  at 
all.  The  rest  said  “m-between”  was  descriptive  of  their  colleged^^  In 
Beyond  High  School  about  one-third  of  the  college  persisters  (and 
about  one-fifth  of  the  withdrawals)  felt  that  the  administration  and 
faculty  treated  students  more  like  children  than  adults.  About  30  per- 
cent of  the  college  persisters  (and  about  one*tliird  of  the  withdrawals) 
felt  that  most  of  the  faculty  at  their  college  were  not  intellectually 
stimulating.^^-  Once  again,  however,  we  see  the  shortcomings  of  not 
“tailoring’’ this  kind  of  inquiry;  to  particular  institutions,  or  at  least 
by  size,  type,  and  control  of  institution.  The  usefulness  of  this  particu- 
lar data  from  the  Astin  and  Panos  and  Trent  and  Medsker  studies  is, 
therefore,  limited. 

Those  colleges  which  have  developed  a high  level  of  exp^tancy  of 
their  students,  as  Jacob  points  out,  acquire  a “personality’’  in.the  eyes 
of  their  students,  alumni,  and  faculty.  The  students  do  not  see  every- 
tliing  alike,  but  most  come  to  a similar  concern  for  the  values  held  im- 
portant by  the  college.^2®  . . _ 

Whether  any  given  student  will  actively  respond  to  the  educational 
influences  of  a college  depends  on  whether  the  college  has,  as  Jacob 
puts  it,  “captured  conti*ol  of  the  campus  standards  of  conformity,  and 
made  its  values  the  ones  by  which  the  student  community  measures 
success  and  acceptability.”  ^^4  (This  is  just  what  Bennington  College, 
for  example,  has  done. ) 

Changing  the  nature  of  the  student  peer  culture  is  difficult,  but  it 
can  be  done.  Private  colleges  can  alter  the  colleges’  image  by  .vigorous 
recruitment  and  selection,  but  this  option  is  not  usually  available  to 
public  institutions.  Any  college  can  try  to  bring  the  peer  culture  more 
into  harmony  with  the  aims  of  the  college.  The  student  culture  can 
either  be  changed  by  deliberate  action  of  the  college  or  it  can  be  en- 
' listed  into  the  service  of  at  least  some  of  the  purposes  of  the  college  and 
faculty.  If  high  prestige  becomes  attached  to  intellectual  excellence 
then  the  students’  need  to  belong  will  stimulate  the  students’  academic 
motivation.  Any  college  can  ivy  to  develop  a student-faculty  subcul- 
ture that  could  be  based  upon  a particular  experimental  program  or 
philosophical  outlook.^^®  Student  peer  groups  can  be  used  to  help  at- 
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tain  educational  aims  by  dovetaiiling  college  or  sub-college  member- 
ship, living  groups,  and  classroom  experience.^^® 

A receipt  study  of  the  influence  the  Harvard  houses  have  on  Harvard 
luidergraduates  (eight  houses,  about  400  students  each)  shows  the 
effect  of  sub-college  combinations  of  living  and  study  experience.  Stu- 
dent values  juid  attitudes  changed  in  the  direction  of  the  house  goals. 
The  extent  of  this  change  was  most  apparent  where  the  goals  of  both 
master  and  s^ff  converged,  and  where  there  was  much  student  peer 
involvement  in  the  house.  The  extent  of  change  was  also  related  to 
the  degree  of  consensus  between  staff  and  students.^^^ 

These  kinds  of  approaches  are  seeking  not  so  much  to  change  the 
students  inclination  to  conformity,  but  are  trying  to  exploit  it  in  tlie 
interest  of  the  aims  and  purposes  of  faculty  and  college  policy.  As 
Sanford  points  out,  however,  changing  the  nature  of  the  peer  culture 
is  not  enough.  Since  we  M^ant  students  to  develop  as  individuals,  we 
must  free  students,  as  much  as  we  can,  from  the  claims  of  any  peer 
culture.  But  if  colleges  want  to  change  their  students’  values  in  some 
more  intellectual  and  socially  responsible  way,  they  must  set  values 
for  students  to  emulate.  As  Sanford  so  aptly  puts  it:  “The  college 
must  worry  not  oifly  about  its  curriculum  but  about  the  values  it  lives 
by,  the  example  it  sets.”  The  college  must  manage  its  own  affairs 
based  on  values  tliat  are  known  to  the  students  and  worthy  of  emula- 
tion by  them.  “The  extraordinaiy  thing,”  Sanford  declares,  “is  how 
often  this  minimum  requirement  is  lacking  in  colleges  and  universities 
today,  perhaps  especially  in  universities.”  “In  these  large  institutions, 
students  seldom  aie  confronted  directly  with  models  of  the  responsi- 
bility we  would  like  them  to  develop;  and  faculty  members  seldom 
demonstrate  for  them  a sense  of  loyalty  to  the  purposes  of  the  whole 
institution.” 

David  Eiesman,  in  his  review-article  of  Jacob’s  book,  said  that  in 
spite  of  complexities  within  the  outlook  of  American  faculty  members, 
there  hr?ve  been  very  few  studies  of  college  faculties.  Eiesman  believes 
that  Jacob  had  not  really  accepted  tliat  a strong  minority  of  faculty 
members  at  leading  colleges  believe  that  college  should  only  give  intel- 
lectual training,  and  not  try  to  form  a communitj^  not  to  alter  students’ 
values.  “The  university  today,”  Eiesman  continues,  “more  I would 
tliink  than  big  business,  is  a i*efuge  for  individualists  and  eiitrepi-eneurs 
who  tend  to  shun  explicit  commitment  to  commimal  or  collegiate  values 
other  than  those  implicit  in  their  own  discipline  or  in  a religion  of 
science.” 

Support  for  Eiesman’s  belief  is  the  recently  published  study  of 
“Hawthorn  College,”  a new  (1959),  small  non- residential  college 
witliin  a large  state  univereity  in  an  industrial  city  in  the  midwest 
HawiJmm.  (apparently  Monteitli  College  of  Wayne  State  University) , 
while  not  selecting  students  of  special  academic  aptitudes,  was  designed 
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to  be  a demanding  college,  emphasizing  general  education,  non-voca- 
tional  therefore,  and  trying  to  overcome  the  probleihs  of  public  uni- 
vemties : largeness^  anonymity,  and  overspecialization. 

Faculty  conceptions  of  students,  educational  objectives,  student- 
faculty  relations,  and  educational  effects  were  to  be  studied.  The  college 
faculty  is  made  up  of -three  broad  departments : social  sciences,  natural 
sciences,  and  humanities;  but  the  humanities  staff,  since  it  was  smaller 
and  newer,  was  not  included  in  the  report  under  discussion  although  it 
was  included  in  the  research.^®°  The  two  departments  of  social  and  natu- 
ral sciences  at  Hawthorn  developed  different  conceptions  and  norms  of 
the  students,  the  College,  and  tlie  faculty  role.  The.  natural  scientists 
held  a utilitarian  view,  of  the  College,  but  the  social  scientists  had  a 
normative  attitude.  The^  natural  scientists,  for  example,  wanted  the 
students  to  be  committed  enough  to  the  College  iii  order  to  meet  aca- 
demic demands,  “but  that  it  was  not  necessary — and  frequently  unde- 
sirable^for  students  to  be  more  strongly  committed  to  Hawthorn.”  The 
social-  scientists,  however,  believed  that  it  would  take  a high  commit- 
ment by  the  students  in  order  to  meet  faculty  goals. 

' The  natural  scientists  maintained  the  traditional  separation  between 
students  and  faculty.  The  social  scientists  were  convinced  tliat  affecting 
the  students  cognitively  was  not  enough — ^they  also  believed  it  neces- 
sai’y  to  try  and  change  students’  values  and  self-identities,  and  “agreed 
that  the  formal  structure  and  a nanhw  definition  of  roles  would  not 
' suffice.”'  For  the  natural  scientists,  changes  beyond  the  cognitive  were 
either  irrelevant  or  undesirable. 

The  case  of  Plawthorn  may  hot  be  representative,  but  it  probably  is 
true  of  many,  if  riot  alb  institutions.  (If  the  natural  scientists  at  Haw- 
thorn are  typical  of  natural  sciorice  faculties  at  other  colleges,  then 
this  may.  help,  to  explain  the  relatively  poor  showing  of  science  indents 
among  Ti’snt’s  and  Medsker’s  exceptional  changers.)  It  is  interesting 
that  the  Hawthorn  developments  took  place  at  an  institution  intention- 
ally founded  to  overcome  the  vocationalisn;  and  impersonality  charac- 
teristic of  large  universities.  One  could  ask  what  might  the- pattern 
be  if  these  characteristics  were  riot  of  concerri?  Nevitt  Sanford  be- 
lieves that  students  at  most  colleges  are  not  usually  told  what  the  pur- 
pose of  education  is  or  urged  to  seek  a purpose.  Any  appeal  to  studpts’ 
motivation  is  likely  to  be  through  self-interest Tri  a job,  or  in  a 
pecuniary  way,  or  "thiough  success  and  satisfaction  entirely  within 
a profession.  “Seldom,”  Sanford  declares,  “are  students  told  they 
should  do  something  because  they  are  going  to  be  leaders  of  a society 
that  expects  import  ant  tilings  of  them.” 

Even  the  “academic”  student  culture  so  strongly  represented  at  the 
high-quality  institutions  is  seen  by  David  Riesman  as  only  a higher 
vocational  ism — a training  ground  for  graduate  and  professional 
schools.^^2  If  there  is  a rat-race  for  high  grades,  and  the  demands  of 
the  curriculum  are  strong  enough,  there  is  little  time  to  cultivate  a 
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Iiiinmilo  style  of  life.  •Tomes  Coleman  thinks  that  a true  student  com- 
iniiuity  rniiiiot  Ik*  founded  on  stirli  a hasis,*”  Snsf-inan  feels  tTiatsinrc 
neither  the  vocniionni  nor  the  nradeinie  cultures  arc  able  to  furnish 
the  basis  for  a viable  intelloctiial  romnnmity,  and  if  the  collejipate  ftin 
cnltnrt^  isdyinu:ont  (not  likely  for  some  time  vet),  then  only  the  mni- 
conformist,  alienated  students  have  the  possible  baf?c  for  a profoimd 
communal  experience  in  college  by  way  of  protc'st.**’* 

Althonjrh  the  stmlent  protests  lH*pnnin^  with  the  Herkeley  Free 
SjMHHdi  Movement  (FSM)  mi  IOGI  are  associatetl  with  politics,  civil 
rights,  and  Vietnam,  there  has  also  Iksmi  a continnons  element 
di.ssalisfaction  with  higher  edncalion  on  the  part  of  student  activists. 

As  Ivatz  has  pointed  out,  the  ITerlteley  disturi)ances  l>egnn  over 
educational  reforms,  and  it  was  not  until  snhsennent  administrative 
actions  that  more  student  ivstmtineiit  was  anuisciV  and  ‘'the  issue  l*e- 
caino  ff)cnse<l  on  the  rel.alivelv  simple  principle  of  |>o]itica]  fnvdom, 
rather  than  on  the  more  complex  one  of  e<bicational  refonn. . . .**  Knt/. 
and  his  associates  feel  that  since  lOGi ^‘larger  nninlK'ts  of  students  have 
l)ccoine  iiivoIvcKl  in  wbicationnl  issues,  and  that  the  activists  have  in- 
creasingly become  renresc'iitntix’e  of  the  bnvad  mass  of  sttnlciits.** 
All  e.yiniiimtion  ot  the  major  tields,  perMuiality,  and  intellcrttial 
orientation  of  student  activists  reveals  some  factors  ndevant  lo  otir 

K)se.  Katz  re|>orts  that  Fn»e  Speeidi  Movement  students  at  Herke 
iclnded  hnmaiiities  and  natural  science  majors  in  alwnt  the  same 
proportion  as  the  rest  of  the  student  Imdy;  hut.  that  only  l.JT  pendent 
of  tlieso  activist  stmleMts  were  majoring  iif  either  hu'^iiie^s  orengiiuvr- 
ing,  wheivas  17.S  perccuit  of  all  stufleiits  W(‘n*.  Tin*  s<Kual  sciences 
majors  had  a greater  ivpivsentntion  in  the  FSM  than  in  tlie  stndenfs 
as  a whole.*''®  The  table  below  compaixvs  s*on*s  (»n  the  01^1  for  repn*- 
Rental  ive  samples  of  FSM  sindeiils  who  weix*  arre^led,  sen i firs  at 
norkeloy,  .and  the  college  persisters  from  Hctjofuf  II S^rhooJ,  'Khe 
FSM  siunplc  was  considered  to  l)c  n^pix'seiit alive  of  tlios<»  arrested  with 
the  exception  that  sophomoivs  were  slightly  ovem‘prc*.sentcd  and 
grad  unto  Rttidenfs  ntiderreprosonted. 


TAiU-f:  10. — .1/rnn  ^famiard  omuihun  pcrKonnlU\f  invrntorn  ncorm  a}>tninrd  /*•/ 
UiuvtrAiUj  of  Californio  nrniorn^  mtmlcrK  of  the  frrr  tfprrrh  morrturnf,  and  n 
national  sample  of  roUroe  persitfers 
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»•»  .Sor-  SiiRKmnn.  bclnw.  nnd  Colrnmn>  clitiptcr  In  College  Peer  Qroupn. 

Coftr^r  Peer  Oroiip*,  edltisl  by  Newcomb  and  Wtlson,  In  (hi 

III  Kntr,  ct  ot,  ,Vo  77m r Por 
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For  ali  f lir  Ol’I  I hr  noJtri5i<i\  <*  fiv!?4iman  mwin  in  jirul  tho 

Mnndiini  drviaJion  ifi;  lOJ* ' An  Trriil  ami  Oainc  fwilit  c«i<^  fv)!- 

l«*;?e  in  |♦^mpral  can  nia<c)i  llip  |K>^iljvr  ilcvclopmcnl  of  fli<vw 

ix^rnmality  diaradcriMicFi  that  diMinpndi  Mudml  «rtidi4«  from  thoir 
roniP4nj>oranri»i.’’  C)n  all  McalcK  oxociMI-  anxiHy,  thp  F8M  Mw- 
dp«t  pxrppdfMi  tJm  IkrJiplpy  jHPnifw’  i>y  at  Jpa4-  mx  prnnt-^*;.  Thp 
f«v5  111  at  Ihp  lourr  <rm  0*r  anxVly  ffcalc  may  have  lM*n 
to  U*?=  Mrr*s«  t^ithin  the  F*SM  at  that  lime  or  it  may  exhihil 

priof*  |>ai<r^  for  ^fTraitpr  f^Hal  and  inldliviiiaj  commitment-  than 
t3i«'ir  fellow  MudentK  Hut  ilirir  nnufomlly  higJi  on  the  inteh 

liv-Cual  cli^}>a^ilion  and  autonomy  wcalen  dmw  a Mronij;  (Mlucalionil  in* 
v<dvement  AK  well  aw  p<ditiral  e^unmitment- 

t fv4jt  and  CraiNp l)dirvp  that  student  arth  iMn  ii^  aN*^K'iatc<l  with  cur* 

!‘jcii!uiii*  tyi^  <#f  Mti^'rKlenh  and  a level  of  inlelJociual 

tif*nand  auton^miy  lha*  j«^nn’j<|uely  hifjh. 

As  she  authors  f>4ale*  aHn  «it«  ate  moiv  hkelv  In  evrur  at  a few  high 
(juahly  hWral  aMspoUpgiosand  uni%erMt’rK.  ,Sfn<*^  the  student  a«riivif»ts 
rrune almost  entirdv  from  among^ Ijlx^ral  artf*  jiiaiors/rirtit  andCr.iiw* 
have  inrhuh^l  a talde  that  ‘^lious  level  of  intelirviual  disjx)>^ition  hv 
hi'oad  curriruluin.  This  data  is  fjy*ni  U<yon4  Hiyh  SrhooU  and  w as  ije. 
\ rloj^K*  i llmuigh  UH<^  of  the  OIM*  htit  was  mrt  |uv.sented  in  llwt  |uih« 
li<  atmn  in  (|uUetin'  same  way. 

1 1 . -'/VfvrfiMj?/'  «/  in  fhf  fialwnal  hofnplr  m nations  ^urruvla 

<t1  itirh  /of  / of  inttUt'chiiit  ^ivp€nihon 
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Tliis  Ijihli*  s)N*akK  for  il^df,  hut  the  authors  fend  minjHdli'd  to  }>oiiit 
out  that  fiyuii  this  table  ami  ndated  data  "a  (jtiestinit  luiist  own  1k» 
nuNul  aUuit  the  diulication  of  eilueation  majors  to  teaehiitg:.  Almost 
all  tho(H|nc4ttion  majors  \vm*  inort*  int(*msti*d  in  tiu*  sevttritv  of  steady 
ein)doyinent  than  in  the  use*  of  (heir  talents,  and  almost  fialf  of  the 
education  majors  pn‘ferj\*d  homemakiitg  t»r  some  «>ther  oceuputiou  to 
a eariM.T  in  teaehing:.** 

Rhdmni  Flacks,  in  an  examination  of  the  ittaiit  value  themes  which 
characteriya’'  the  .student,  movement,  Itas  found  one  of  the  central 
themes  to  Ik>  **lhe  espnvssion  of  a desire  for  a campus  ‘comnutnitv,* 
for  the  hreakiuR  down  of  aspects  of  iin|)ersonality  on  the  camj)ns,  for 
luoi'o  ciin^ct  contact  between  students  atul  faculty.  TJicre  i.s  a impient 
coimferpo.sing  of  huroancrntic  norms  to  communal  norms;  a testing  of 

««Tlir  pp«r<^  of  thin  tfthlp  In:  ''Commltnirnt  ntnl  Conformity  In  the  Americnn  Collrco,” 
hy  Joim'n  W.  I r«*nt  nml  Judith  !♦.  CrolM*.  In  **SUrrlwir<  Out  of  Apathy:  Studrtit  AotlvUiii 
nnd  the  urcadc  of  Proirnt,’*  In  Ttic  Journrit  of  whole  of  l«*ue  tiuiiil>i>r  a. 

July  1007.  pp.  n-i-ai, 

Trent  nmi  CrnlKC,  •'Coiiimllment  atul  Conformity/’  p.  42. 
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Uw  fonrM* *r  Ui<*  IaUf*r/' F3arkf>*  t4iovrft  iJiat  adivi.4 

MiKlrnt^  aiv^  Mi|iK*Hor  ^cvimin^  from  ljigh  in«v#mc  profcj^^ional 

families  willi  pairnfi^  (my  <rnn),  and  ^lio  arc 

intcJiMiially  oncnl^sl.  Tmit  and  CraiHc  n\m  jKiinl  out  that 
«ms1  at  Ucrkcloy,  and  nati<mat1y  ntv»  roiitciit  wiih  their  <’du- 

ratif»n/*biii  that  a ^n*all,  rnu'lal  mimnitv  atv  wriou^Iy  rritiraJ.*’  AI'-'N 
a«  already  no!-r^d,  that  miUMniy  of  mt  iraf  ^illdt♦n^^  to  be  ^rtnwinc- 

*"lVfJiap?%  the  mo“1  rxprcvi*m,**  My  Trent  and  Craino,  ‘‘of  this 
lIi^en^tlantn>ent  U dirtv’tcil  airainM  the  new  profeKwionalihni*-'“a  h;tii  of 
the  (tTiminj:  diMOrfinlent  of  f^mte  of  bvdayV  more  aide  and  vnluahlc 
MndfMil^  with  the  trend  of  liiehrr  <-^lneatic»n  in  I lie  Tiiilecl  State?i/‘ 
lti«^n  an  thiNi  of  prvife^^ionali!>m  in  aendemia  a “Iiijrher 

*rhe  veaiK  iimnedifitidy  after  World  War  II  and  tlie  PJ.VtV  \wx\\  as; 
N%niit<  >^anfoJvl  p^3t>^  fit,  **^^7v^3t  tirnev  f<#r  ye«*arr3j  and  r*7'ad«ai(e  irain- 
" hot  ihnei^  ha^p  rh«n;;irv|,  and  Sanfoj<|  the  student  pT>i>te>t 
movements  as  li^einfr,  “fiandamentaHy,  a reneeiion  of  ehanjrcnl  tinier, 
and  th<n*  are  a warnin;r  that  I lie  foHe^jes  aucl  universities  must 
ehan^re/^’^* 

Kv«?v|t,  Ifii;;<hes  depjrts  the  history  of  Anieneaii  eilneatioii  as 
Iw’in;^  a diah^etiral  pr^^xa^ss  rx*strir<ion  and  universality:  he 

snin^  ufi  Ids  view  of  Aineriean  lii;2her  eduratiun  ^xitJi  a remark  xvortli 

<|uotiii;rin  full: 

The  |Mv>jde  who  estahlislie^l  oiir  jHvidiar  educational  instiiti* 
ti<»ns  ueie  itsnally  MNdiiii;:  proj^iess  alon^  a jiartieiilar  line — 
toxuml  lleixen.  U’tter  crops  Uoter  S(diools,  and  what  not.  Ti>o;!’' 
less,  if  jMU ’•i‘|4<*<l  in  ah»n;r  o parlienhir  line  for  l»>o  loii;*:.  may  Ih'- 
eoiiM  le^rression  and  Home  ineasun*  t>f  n*lurii  to  Hunethin^  m<uv 
;iener:il  may  Ih*  railed  for.  'Die  latest  pailirtilaristit  in  Ainerican 
<*<luriifion  is  that  of  traitiin;r  ]M»ople  for  j»artieular  oeeupations  or 
s|Hvinlties  The  next  lifrht  for  frx^edom  iii  education  may  )k»  lliai 
for  fi wlom  to  rh(K»4*  one’s  ptvnHiuisites  and  to  clmiijri*  one’s  mind 
alKuii  his eatxvr  later  than  Ins  fiesinnan  year.**^ 

In  1050  f lios(‘  werr*  prophet  ic  wonls. 

There  seems  to  lie  inervnsinfr  nvopiition  that  “soinelhiiifr’’  is  wron^ 
with  iiiiieh  of  Amerienn  hi^dier  iKlnratioii,  and  that  “sfiinethin^**  win 
have  to  Ik*  done  almul  it.  deiieUs  and  lliirsman,  in  their  n'eeiit  hook, 
rc^jKirt  n eonyersaiion  they  Inn]  with  the  “t)ion;rhlfnI  president  of  a 
frrent  university”  who  felt  iliat  *‘nll  the  line  vent iirosfiiiie  collets  in 
America’’— (lie  Reeds,  llnverfonls,  etc.  “nnioimterl  to  iiolhiiitr  iMvaiisc 
they  nlTected  such  n tiny  handful  of  students.’*  The  real  question,  he 
holioved,  “was  whether* the  bic  universities  followed  the,  Califaruia 
model,  which  ignored  the  undergraduates,  or  (he  Michigan  model, 


»»Rlrb*rtl  Klnrk»,  **Thf»  Ub<»rnle<l  ^»^*n^rnUon  : An  nxploratton  of  tbo  UonU  of  Stmlmt 
Proloisr*  In  JoiirfinJ  o/  /?oHat  /mute,  July  lOrtT.  iip.  ns-T.’i, 

'••Trrni  and  CrMM‘,  “commtimrnt  «n»l  (ronformliV,**  p.  40.  Thin  nppf&ra  to  hf*  truf*  niO 
only  In  Iho  U.B. ; vtUilontM  nt  Khkox  Unlvcrtifly  In  tvnplnnd  **protrnt  Inat  frlmt  tliry  wnnt 
from  a unlvcmlty  U not  IrAlnlns  hut  education.  . . .**  Donald  Davte.  Qrattflcatlons.** 

In  Knrownfer,  September  lOCR.  p.  tHI. 

*eThe  theme  of  the  irrowtU  of  proferatonnUam  U devolope<l  at  lencih  In  Aearfcmfc 
/ferotwfton  by  CbriKlopher  Ji-nckK  ami  David  Utoaman.  Now  York,  lOrtft.  .Soe  niao  I.n»in»nrc 
R.  Veywy.  Tnc  Kntfrgmce  o/  (hr  Americrtn  Vn(vrr»U\/»  ChtcflRo.  1005.  ntid  The  DiMicnUng 
AcetfemUi  eilltrcl  by  Theodore  Roasak.  New  York.  lOOR. 

*«*  .Sanford.  IFhere  CoWcoe*  p.  104. 

>•* Everett  C.  ITughei.  •'The  Academic  Mind;  Two  Views.*’  In  the  American  iSoclolofflcnl 
Ret  ifio.  vol.  24, 1050.  pp.  570-370. 


wilirli  Iriwl  in  a modcf^,  way  lo  do  Runclliiii;;  sensible  and  son^ilivc  (or 
Uioni/\Tcnckftand  Kicj*mnnask  why  Michigan  dilTcra  from  California, 
and  their  answer  is  that  tliere  are  enou|rh  faculty  lueiidKTS  and  admin* 
istrntorj^  at  Micliijfan  who  have  taught  iu  or  attonde<l  thoj^  *‘hne, 
ventureMune  c^)Ilege.V'  <hat  the  memory  of  therso  colleges  ^‘provides 
a continuing  incentive  ?jol  to  abandon  ihc  undergraduates  lo  eaeli 
other.*'  Tlicy  feci  that  sucli  faculty  memlHTs  are  less  common  at  ('ali- 
fomia.*** 

Kven  if  Jencks’  and  Riesman's  explanation  is  not  miincrically  cor- 
mt,. Michigan  is  putting  sneh  faculty  nieml)ersii;  posit  ions  of  strategic 
imis»rfance  for  undergraduate  education.  The  “Pdot  Progrnnr’  at  the 
I’niversity  of  Michigan  is  M'rving  ns  a literal  test  for  the  oiKUiiiig  of 
a new,  small  residential  and  exjH'rimental  lilnTnl  arts  college  within 
the  imi\ersity.  The  program  is  also  fosterinir  ••Pilot  Houses*’  within 
the  existing  university  midetuv  halls  which  arc*  hringing  some  in- 
telh*<inal  life  into  the  Isalls  themselves  and  trying  to  bn*nk  up  the 
aiionyiuify  and  alienation  which  inhilut  the  educational  ohjectives  of 
a large  university.’*'  Must  of  the  cre<lit  for  the  inception  and  admin- 
istration of  thes4»  programs  iK'longs  to  The<Kloro  Xcwccunb,  who 
taught  at  Hennington  in  the  It).*;o*s,  and  who  ha*^,  of  course,  written 
Imh)Ks alKuit that  college. 

Although  the  rniversily  of  California  at  Herkoley  hn.s,  since 
UK’m , :(  regulation  permitting  experimental  liheral  arts  curricula  out^ 
side  the  regular  eurriculum  of  the  College  of  Ix'llcra  and  Science,  thi.s 
provision  was  invoked  only  once  iu  eight  years  lo  allow  the  introduc- 
tion in  10C5  of  Ihc  “Kxperiinentnl  College  Program,”  a two-vear  in- 
novative curriculum  in  a non-n^sideiitial  college  for  loO  fre.sluuen.”*^ 
Pn)fessor  JositI*  Tussnmn,of  the  philosophy  department,  the  origina- 
tor of  this  exi)criment,  had  been  trying  for  several  years  to  ohiaiu 
permission  and  rewmrecs  for  his  e.xperiinenlal  project.  It  is  not  coinci- 
dental thatTnssman  received  jH^rmission  and  I'osouives  when  he  did, 
and  it  is  probably  not  coincidental  thatTnssman  taught  at  Wesleyan 
liefoi  e moving  to  Rerkeley. 

Sanford  has  criticized'  the  “Muscatine  Report’  for  not  going  far 
enoiijcrh  : it  flirts  with  the  developmental  point  of  view  but  doesn't  lynlly 
t-ake  it  to  heart;  the  authors  (of  the  report)  are  not  really  convinced 
that  learning  is  a highly  personal  thing.  But  Sanford  .says  it  is  under- 
standable why  the  report,  docs  not  go  far  enough : “it  would  be  ea.sior 
to  design  a ne\v  institution  on  the  basis  of  what  we  now  know  about 
education  f ban  to  modify  nn  enormous  and  complicated  structure  such 
ns  the  University  of  California  at  Berkeley.  The  recommendations  in 
Muscat  ino.  were  made  on  shrewd  judgments* of  what  the  ti'aflic  will  bear 
and  not  the  ideal.’’  A change  of  attitude  on  the  part  of  the  people 
who  run  colleges  is  essential  if  wo  are  to  refonn  tliein,  Sanford  believes. 
“The  faculty  must  take  some  interest  in  general  education  and  begin  to 
Cfuioeive  of  thcm.solves  as  oducator.s.”  Moi*c  faculty  are  going  to  have 

.Tcncks  and  Rtcfiman,  Acadcmio  Aevolutlon^  np.  R03>504. 

*“  Donnld  U.  Brown.  “Student  Stress  and  the  Institutional  Environment,”  In  Tha  Journal 
of  Korial  /siuc*,  July  1007,  pp.  02-«t07. 

>«.Soe  /fducaUon  at  Berkeley  (the  **MuscaHno  Report”),  Report  of  tbo  Select  Comniitteo 
on  Kducfttlon.  Berkeley,  IflOO,  pp.  110-111,  132.  The  report  notes  that  this  was  the  only 
time  such  a prounim  was  allowed,  and.  ”nt  present,  no  successors  are  apparent.” 

Sanford,  Where  Colleges  Fail,  p.  08. 
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to  take  an  interest  in  stmlciits,  to  know  them,  aiui  willing  to  do  some- 
thing for  them,  or  not  much  will  happen.*** 

As  a means  of  ledncing  the  imj>crsonalitv  and  alienation  character- 
istic of  the  large  nni\Trsity,  Parsons  ami  Platt  say  their  observations 
for  their  study  of  college  faculty  indicate  that  thert*  is  likely  to  he  a 
coinniitincjit  to  “ntTedive'’  ties  ns  a means  of  integrating  faculty  and 
students  at  highly  ditTcrentinted  institutions.’*’  These  authors  hypothe- 
size that  an  affective  teaching  style  will  lx?conic  normative  for  the  entire 
academic  system.  They  also  suggest  that  where  there  is  institutional 
structural  .strain,  there  will  be  a departure  from  this  norm  and  there 
will  e.xist  at  those  institutions  a greater  incidence  of  cognitive  and 
mixed  (cognitive  and  affective)  teaching  styles.  They  cxj[)Oct  that 
medium  ditTorontiated  institutions,  ospocijuly  those  undergoing  rapid 
and  conscious  upgrading,  will  suffer  integrative  strains  in  various 
sln’.ctural  dimensions,  including  the  teacher-student  relationship,  and 
will  show  the  lowest  commit mcMit  to  affective  teaching,  ns  did  the 
medium  differentiated  schools  in  their  pilot,  study.*^  The  low  dif- 
ferentiated schools  showed  the  most  commitment  to  affective  tcacliing 
(in  their  attitude  toward  students)  with  the  high  institutions  falling 
in  between  the  low  and  medium  .schools.  As  tlic  low  differentiated 
^hools,  however,  because  of  wide  use  of  part-time  faculty,  heavy  teach- 
ing loads,  and  high  faculty-student  ratios,  they  actually  have  less  non- 
class  contact  witl)  students  than  the  hign  institutions.  Contact  with 
students  lx*yoiid  classes  rxeredfi  the  fnciiIty-stii(loiit  ratio  at  the  high 
colleges,  hut  is  much  Imver  than  the  faculty-student  ratio  at  the  low 
schools.  The  medium  schools  show  a mixed  pattern.  The  authors  be- 
lieve, therefore,  that  iinploiutMiting  an  affective  teaching  sbuidard  will 
be  easiest  at  tlioso  higli  schools  where  the  studcut-faculty  ratio  is 
lowest. 

Parsons  and  Platt  feel  that  there  is  a general  desire  now  for  a fusion 
between  teaching  and  research,  and  that  there  is,  at  pr(»scnt  at  least,  a 
resistance  to  excessive  specialization  in  cither  of  those  activities.  In 
other  words,  the  low  schools,  which  now  show  practically  no  research 
or  other  scholarly  activity,  will  have  to  become  more  mtollectually 
alive,  and  the  high  and  the  medium  differentiated  colleges  will  have  to 
become  more  conscious  of  students  and  their  needs. 

In  addition  to  faculty  concern  for  students,  the  students  themselves 
s(iem  to  respond  best  to  college  instructors  who  are  fundamentally  in- 
volved with  their  discipline.  In  his  study  of  highly  talented  college 
students,  Thistlethwaito  requested  them  to  evaluate  the  tlu*ee  college 

f professors  who  they  thought  had  contributed  most  to  their  desire  to 
earn.  '[Hiistlethwaite  observed  that  the  students  overwhelmingly 
elected  instructors  who  had  shown  great  enthusiasm  for  their  dis- 


Sanford,  p.  07. 

a4»Talcott  PnrBons  and  Gerald  M.  Platt.  The  American  Aeademio  Profeaaiont  a Pilot 
Btudu,  unpublished  paper,  10G8,  eh.  VI.  p.  .10.  The  authors  define  affective  as  valulnp;  per- 
sonal relationships  with  students  by  faculty,  and  cognitive  as  those  faculty  who  insist 
that  students  can  learn  from  an  impersonal  teacher. 

^The  authors*  Scale  of  Institutional  Differentiation  is  based  on  size,  qualitv,  and  re- 
search activity.  Highly  differentiated  institutions  aro  large,  high  quality,  and  show  much 
research  activity ; low  differentiated  institutions  are  small,  of  low  quality,  and  exhibit  little 
or  no  research.  The  definition  of  quality  is  a general  afllucncc  based  on  the  usual  indicators : 
income  per  student,  hooks  per  student,  scholarBlilp  funds  per  student;  teacher-student 
ratio,  etc. 
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ciplino^,  Most  of  (lic^  studoiitf  also  said  tliat  these  same  instructors 
had  also  shown  an  iiiton  st  in  them  as  well  as  in  their  work.*** 

A collo/j;o  tcaclier’s  onlliusiasiii  for  lii.s  di.scinliim  can  Iw  infections 
to  students  and  help  them  to  become  excited  aiiout  learning,  but  if  it 
goes  too  far  it  can  result  in  a vocational  ism  and  profcssioiiali.sni  that 
obscures  the  true  c<l  neat  ion  :il  process  and  becomes  t mining  rather  than 
education.  Premature  s|>ecialization  C4in  harm  the  devolopiiig  individ- 
ual, as  Sanford  points  out,  and  the  discipline  in  which  he  worKS  as  well. 
Sanford  feels  that  in  the  .^ludy  of  hiiinan  life  and  society,  premature 
.S]>ccia1izatioii  and  ‘‘prccosity  in  the  use  of  concepts  and  methods  may 
easily  serve  as  a snhst  itiite  for  experience  and  even  as  a defense  agjiinst 
it,  thus  l)lo(!king  creativity  at  its  source.”  He  se(^s  this  happening  in  his 
own  discipline  of  psycliolog}* : “Whore,  duo  to  the  coiitiiining  ‘upgrad- 
ing’ of  the  niidergmdiiate  ciirricuhini,  an  increasing  iiiiiiibor  of  enter- 
ing graduate  .stu(lents  arrive  with  a good  gnisp  of  certain  methods  and 
a conception  of  themselves  ns  scientists  hut  with  little  hackgroiiiid  for 
judging  what  the  nrobhaiis  are.  The}’  are  then  .so  taken  up  witli  eiii- 
niric^d  busy  work  that  they  have  little  chance  to  acquire  intro.spectivc 
knowlc<lge  or  vital  acquaintance  with  the  field. ” He  fears  the  result 
of  this  may  lie  a narrow,  mechanistic  psycholog}*.  It  is  parlieuhvrly  sad 
to  SCO  the  same  thing  happening  in  the  huinaiiities,  which  Saiifonl  feels 
have  al5k)  become  dominated  by  a conceptual  and  metliodological 
orientation. 

Undergraduates  tend  to  define  themselves  through  their  disci  pi  ine.s, 
once  they  have  decided  upon  a career,  and,  as  Sanford  is  (piick  to  point 
out,  this  can  he  important  developnientally  hv  furnishing  a needed 
souse  of  identity.  But  it  tends  to  confuse  education  with  training,  witli 
an  identity  based  on  doing  more  tlian  being.  Too  many  college  toacliors 
of  undergraduates  want  to  recruit  “stiideiits  into  their  discipline  ns 
early  as  i)ossible”  and  professionalize  “them  thoi-oiighly — a procc.<s 
that  tends  to  warp  education  and  should  thus  be  postponed  until  grad- 
uate school.” 

If  education  is  to  bring  forth  and  develop  the  potential  of  the 
whole  person,  to  make  him  flexible,  independent  of  tliouglit,  and  ma- 
ture in  his  social  responsibility,  then  these  characteristics  liave  to  be 
developed.  Tliey  do  not  usually  exist  at  birth  or  in  freshineii,  but  they 
can  be  developed.  If  we  agree  that  a central  purpose  of  imdergradiiato 
education  is  tlio  fullest  possible  development  of  the  whole  pemoiiality, 
then  it  is  a purpose,  Sanford  declares,  that  ought  to  be  served  liy 
every  aspect  of  the  college  environnieiit.  Every  aspect — ciiiTicnliim, 
teaching  methods,  organization  of  studeiit-teaclier  relationships,  liv- 
ing aiTangements,  extra-curricular  activities,  the  activities  of  the 
president  and  his  administrators— all  should  be  directed  to  the  pur- 
pose of  contributing  to  individual  development.**''’^ 

More  often  than  not,  higher  educational  institutions  are  not  or- 
ganized so  that  ever}'  aspect  of  the  envi  1*0111110 nt  is  directed  at  the 
central  purpose  of  developnieiital  change  in  students.  Katz,  comment- 
ing upon  tli?  partial  change  noted  in  the  Berkeley  and  Stanford 
students  lie  studied,  believes  it  may  well  be  that  the  organization* 


Donald  L.  Thlatlethwaltc,  “College  Press  and  Changes  In  Study  Plans  of  Talented 
Students."  Journal  of  Educational  Paycholoay,  August  1900,  pn.  222-234. 

Sanford.  Where  Oollegee  Fait,  pp.  80,  92-83, 157. 
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of  lih^lier  educational  institutions  “is  not  siilficieio^^,  sup|K)rtive  of 
l>enencial  cliamcterolo^cal  alteratioiv’ 

llruno  Bcttellieim  lias  shown  ns  the  most  ptTcct*vc  way  to  i>ersoiiality 
change — whether  l^ncficinl  or  i>crverted ; a i,cven  thonji^h  lie  is  a psy- 
choanalyst, he  helicves  that:  **Heing  placed  in  a particular  ty|>e  of 
environment  can  pnvluce  much  inoi*c  radical  changiis,  and  in  a much 
shorter  time.”  Hct^  Jheim  has  adapted  psychoanalytic  tlieory,  and  his 
e.xperiencc  in  a Nazi  concentration  camp,  into  a form  of  milieu 
therapy,  “a  pnri>oscfnlly  designed  total  cnvironineiit,  apt  to  help  in 
achioA.iig  radical  i>ersonantv  changes  in  jHirsoiis  who  could  not  l)o 
reached  liy  psychoanalysis.**  ilcttelheiiii  has  achieved  strikingly  l>ene- 
licial  results  with  profoundly  distiirlxid  autistic  children,  at  the  Uni- 
versity of  Chicago  Orthogiuiic  School,  who  had  l)oeu  given  np  as 
incurable  by  everyone  elsc.*^* 

AVo  should  not  want  to  turn  colleges  and  nnivcrsitics  into  concen- 
tration camps,  nor  should  we  want  to  manipulate  every  minute  nor 
every  asi>ect  of  an  iindergradimto's  life — the  students  would  not  and 
should  not  stand  for  that  any  way.  but  the  direction  and  purpose  are 
clear:  the  undergraduate  college  sliould  be  organized  to  reinforce  its 
mir^Si^  and  not  to  distract  from  it.  This  is,  no  doiibtj  why  the  small 
high  quality  lilwral  arts  college  is  so  lela lively  effective:  the  central 
purpose  of  the  institution,  the  edticntion  of  niulergradnatcs,  does  not 
get  lost  amid  the  side-shows  or  made  into  a i>oor  relation  by  the  grad- 
uate aiiu  profassioiial  schools  of  the  large  university — which  can  so 
easily  run  eff  with  the  whole  show. 

Sanford  points  out  that  the  “explosion  in  knowledge”  carries  no 
great  meaning  for  educators:  “Since  we  can  never  teacli  more  than 
fragments  of  all  the  knowledge  there  is,  we  slionid  make  onr  choices 
on  tlio  basis  of  what  we  believe  the  student  needs  in  order  to  cliango 
him  as  a person.”  Even  “the  ‘Muscatine  Report’  admits  that  quite 
different  contents  will  do.”  “It  is^  not  how  much  students  are  offered 
in  the  way  of  courses  and  syllabi  that  mattei*s;  it  is  the  experiences 
they  have.” 


CONCLUSION 

AVo  have  come  a long  way  from  the  early  efforts  to  rank  colleges 
through  “productivity”  studies,  Much  of  what  has  been  done  since  only 
documents  the  observations  of  perceptive  practitioners  of  higher  edu- 
cation or  adumbrates  the  obvious.  Some  of  the  research  deepens  in- 
sights, or  provides  new  insights,  and  we  may  yet  find  a valid  means  of 
measuring  the  inipact  of  college  on  students  and  a means  of  determin- 
ing the  differential  effects  of  colleges  on  students.  A completely  con- 
vincing, quantitative  way  to  deteimine  within  college  effects  has  yet  to 
be  dpeloped — let  alone  a means  of  evaluating  between  college  effects. 
Until  we  have  such  a method  it  would  be  foolhardy  to  dismiss  the  pos- 
sibility that  colleges  change  their  students,  and  that  some  colleges 

Kntz.  “Four  Years  of  Growth/*  n.  7. 

^ See  Bruno  Bettelhelm,  The  Informed  Hearty  Autonomy  in  a Mass  Age,  Glencoe,  III., 
lOftO.  Bcttolhelm's  most  extensive  description  of  Ills  work  with  autistic  children  at  the 
Chicago  Orthogenic  School  is  The  Empty  Portress,  Infantile  Autism  and  the  Birth  of  the 
Self,  New  York!  19G7. 

Sanford,  Where  Colleges  Fail,  pp,  OS-OO. 
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chanjw  more  students,  and  to  a greater  degree,  than  other  colleges.  The 
negative,  pessimistic  findings  of  some  of  the  statistical,  empirical 
studies  of  college  impact  described  in  this  paper  can  be  seen  as  nothing 
much  hap|>cns  to  collegia  .students,  or  that,  in  the  end,  we  still  have 
to  rcl}^  on  value  judgments  and  the  ob^n^at ions  of  those  involved. 

We  can  conclude  that  the  i>ossibilitics  for  signilicant  developmental 
change  in  college  depend  on  a state  of  readiness  in  the  student.  An  in- 
tellectual predispo.sition  (as  well  os  ability)  is  neccssarj^  but  the  ]).sy- 
chologicul  .«tate  of  rca(linc.ss  that  can  bo  traced  back  to  early  environ- 
mental influence — particularly  the  family — is  also  necessary. 

Although  the  predisposition  for  change  in  the  .student  i.s  critical, 
after  that  it  is  the  nature  of  the  college  environment  the  student  enters 
which  will  determine  how  much  he  will  grow  and  change.  The  kinds  of 
re.spon.‘iCS  desired  in  college  cannot  be  made  unless  the  student  is  ready. 
The  condition  of  readiness  is  needed  for  further  development,  but  it  is 
not  itself  a sufficient  cause  of  such  development — this  i.s  where  the  na- 
ture of  the  college  he  enters  becomes  of  great  importance. 

It  is  true  that  the  distinctive  character  of  colleges  with  strong  in- 
tellectual climates  is  partly  dependent  on  student  quality’,  but  it  is  also 
dependent  on  institutional  processes  and  clmmcteristics  that  arc  inde- 
iieiuleiit  of  the  students  wlio  attend  those  collcge.‘^.  Ii«ick  of  ability  or 
lack  of  an  intellectual  prcdisposition  in  students  arc  not  the  only  char- 
acteristics tliot  give  a college  a weak  intellectual  climate,  and  it  is  not 
student  ability  and  intellectuality  alone  that  give  a college  a pervasive 
intellectual  climate.  The  nature  of  the  faculty  and  administration,  their 
policies  and  practices,  are  just  as  important. 

I When  studente  with  the  necessaty  psychological  readiness  for 

change  are  combined  with  institutional  charjicteristics  and  processes 
that  arc  organized  to  .stimulate  developmental  change  and  gmwtli  in 
.student.^,  rather  than  distract  from  it,  then  a “critical  mass*’  can  occur 
which  provides  a strong  intellectual  climate  and  a potential  environ- 
mental impact  on  students.  When  there  is  a “conjunctivit}^'’  between 
students  wmo  are  ready  and  the  environmental  “press”  of  t lie  college, 
then  the  students  will  have  an  “experience,”  as  well  as  acquiring  cog- 
nitive content  and  intellectual  skills,  so  that  tliey  will  change  and  grow. 
At  ineffective  colleges  the  students  onl}'  acquire  tlic  content  without 
the  experience.  Effectiven^s  in  a college,  then,  is  the  product  of  the 
conjunction  of  student  ability,  readiness,  ani  expectations  with  the 
opportunities,  demands,  and  stimulation  of  the  college  environment: 
student  subcultures,  and  faculty  and  administrative  characteristics, 
policies,  expectations,  and  practices. 
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Short-Run  Cost  Variations  in  Institutions  of 
Higher  Learning 

Hans  U.  Jenny  and  G.  Richard  Wynn* 


This  i)a|>cr  will  report  on  cost  variations  for  a group  of  31  small, 
private,  four-year  liberal  arts  colleges  between  the  sclmol  years  of 
and  r*Mi7-C8,  The  data  arc  confined  to  the  institutions*  current 
ov  operating  accounts.  The  basic  sources  were  the  detailed  income  and 
cx|>cnditurc  audits  and  supplemental  re|>orts  provided  by  each  college. 
Capital  expenditm'cs  arc  not  included  in  this  study  unless  they  appear 
in  the  operating  data.  Kor  purposes  of  reasonable  comparability  certain 
udjustmcnls  hud  to  be  made  in  the  figures  obtained  from  some  of  the 
institutions.  Tlie  most  important  of  these  ai*e  explained  in  the  appendix 
to  our  pai>cr,  ‘*Thc  Exnenditurc  Outlook  for  Private  Colleges,*’  which 
also  appears  in  this  collection. 

Jii  IDOS,  tlie  individual  colleges  in  tJiis  study  ranged  in  enrollment 
from  18S  to  *2.71 1.  Only  four  of  the  31  collets  were  established  in  this 
century:  20  weie  in  existence  at  the  time  of  the  Civil  War,  and  three 
beg;m  opemtions  prior  to  1800.  Tuition  and  fees  varied  from  a low  of 
$1,000  to  a high  of  $2,‘25G,  and  the  typical  comprehensive  charges  per 
student  amounted  to  a minimum  of  $2,091  and  ciimbed  ns  high  as 
$;^,30G.  If  wc  exi)rcs3  the  toUil  annual  operating  expenditures  on  a 
full  time  equivalent  student  basis  (FTES) wc  obtain  a range  of  $2,750 
to$5,91G. 

In  the  tables,  charts,  and  comments  which  follow  the  primary  em- 
phasis is  on  selected  highlights  from  an  as  yet  incomplete  study  -of  the 
nature,  structure,  growth,  and  inter-connectedness  of  key  college  in- 
come and  expenditure  components.  The  bulk  of  the  figures  presented 
here  represent  FTES  income  and  expense  information.  In  this  manner. 


• The  authors  are  respectively.  Professor  of  Kconomlcs  and  Vice  President  for 
Finunc*e.  The  Collette  of  Wooster;  and  Instruetor  of  Keonomles  and  Associate 
Director,  Office  of  Institutional  Research,  The  CoIIckc  of  Wooster. 

^ Coliocc  enrollment  figurcK  normally  Include  part  time.  nl(;ht,  special,  nnd  other  students ; 
Individual  schools  vdll  vary  eubstnattally  In  their  methoa  of  reporting  such  students.  There- 
fore. we  nskeit  the  Rcglstrur's  Ofllcc  of  each  school  In  the  sample  to  provide  us  with  data  on 

(a)  full  time  students,  (b)  pnrt  time  and  special  students,  (c)  how  many  full  time  students 

(b)  represented.  On  this  basis  wo  arrived  at  an  estimated  Full  Time  Equivalent  Student 
figure  for  nil  schools. 

We  cmnhjislze  the  Interim  nature  of  this  report.  The  deadline  under  which  we  opernted 
did  lint  allow  us  time  to  verify  certain  data-  Altliongh  wc  attempted  to  minimize  errors, 
some  certainly  exist.  This  is  luirtlculnrl.v  true  of  the  fnlhtlinc  equivalent  student  data  : we 
have  discovered  nnd  arc  rccUf.ving  inconsistencies  in  the  data  provided  us  by  the  Individual 
schools.  Our  flnnl  report  thus  should  benefit  from  the  refining  of  our  dntn.  For  the  present, 
wo  nre  somewhat  tnnrc  confident  of  the  trends  revealed  than  of  the  nccurncy  of  some  of 
the  indlvldunl  data. 


I.  INTRODUCTION 
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Avc  believe,  comparflbilifcy  has  been  enhanced.  We  are  also  using  the 
more  conventional  aggregate  data,  but  we  shall  explain  in  Sections 
II/3  and  III/3  why  we  prefer  the  FTES  approach. 

Before  proceeding  with  this  discussion,  a few  warnings  would  seem 
to  be  in  order.  First,  by  themselves  the  figures  which  follow  do  not  tell 
us  much  about  the  quality  of  the  individual  educational  institution, 
We  may  bo  able  to  tell  whether  there  have  been  shifts  in  relative 
linaiicial  positions,  and  we  may  detect  certain  changes  in  priorities, 
provided  we  arc  content  with  oroad  and  superficial  generalizations. 
Of  course,  the  informed  reader  can  make  certain  inferences  about 
quality,  but  if  he  is  a cautions  analyst  he  will  want  to  know  more. 

Although  we  have  supplied  a list  of  the  names  of  the  colleges  used  in 
the  sample,  our  tables  and  other  suininarie.s  identify  individual  insti- 
tutions merely  by  means  of  a letter.  This  may  contribute  at  least  mar- 
ginally to  some  degree  of  objectivity  on  the  part  of  the  reader; 
unfortunately  we  may  have  added  at  the  same  time  to  confusion  if 
the  reader  should  indulge  in  too  much  gucs.sing  as  to  which  figures 
sliould  matcli  which  name  on  our  list.  Most  of  the  data  to  be  presented 
were  obtained  on  the  promise  of  anonymity. 

Second,  the  colleges  in  our  sample  clisclose  some  patterns  of  romark- 
ablo  homogeneity.  Novcrtlieless,  they  conduct  their  educational  and 
administrative  t^ks  in  many  different  individualized  ways.  Even- 
tually, we  need  to  know  more  about  the  comparative  micro-structure^ 
of  the  institutions  in  the  sample,  of  their  costs  for  individual  academic 
disciplines,  for  plant  maintenance,  and  for  the  many  specific  adinin- 
istmtive  functions.,  As  this  study  progresses  along  with  others  now 
under  way,  wo  expect  to  gain  such  dcSiilcd  insight  and  from  it  may 
be  able  to  determine  some  of  the  specific  reasons  for  the  often  very 
wide  cost  diffci-entials. 

Third,  it  is  essential  that  wo  learn  how  to  distinguish  between  cost 
escalation  which  has  to  do  with  inflation  and  tliat  which  stems  from 
improvements  in  the  quality  of  the  educational  service.  Today,  and 
certainly  from  the  figures  which  will  follow,  it  is  impossible  to  say 
how  much  of  the  overall  cost  increase  pertains  to  the  fonner  and  how 
inucli  of  it  is  connected  with  tlie  latter.  We  suspect  that  quality  im- 
provement is  responsible  for  a suhstantial  share  of  the  increase  overall 
rather  than  the  prevailing  inflationary  pressures.  But  we  shall  not  try 
to  prove  this  point  in  this  paper. 

In  measuring  the  degree  of  inflation  one  normally  assumes  that 
quality  improvement  in  tlio  product  in  question  lias  been  properly 
accounted  for.  Price  movements  are  traced  over  time  for  stable  quality 
s'pccifications.  For  prices  of  services,  particularly  medical  and  educa- 
tional ones,  this  represents  great  diniciiltics. 

.^Vmqng  the  substantial  cort  increases  our  study  reveals  no  surprises 
when  it  points  to  Instructional  Expenditures  as  one  of  the  chief 
reasons  for  higher  tuitions  and  higher  FTES  costs  in  general.  Faculty 
Salaries  have  represented  between  74%  and  80%  of  the  Instructional 
cost.  Now,  if  a college  increases  the  salary  of  one  of  its  teachers  this 
might  be  likened  to  an  inflationary  cost  increase.  If  the  teacher’s 


* By  mIcro-Rtnicture,  we  nre  refcrrlngr  to  such  thinjes  na  coats  per  credit  hour,  comparntivc 
costs  of  oeademlc  courses,  comparative  costs  of  specific  admliiistnitlve  functions,  etc. 
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classes  grow  one  might  say  tliat  productivity  lias  improved  (although 
the  quality  of  his  teaching  service  mi^t  decline),  and  the  aggi*egate 
cost  increase  need  not  I’esult  in  higher  FTES  costs.  Even  if  his  higher 
salary  is  matched  by  a decrease  in  his  teaching  load,  leaving  him  time 
for  a specified  research  activity  which  did  not  take  place  befoi-e,  the 
Inglier  cost  per  student  will  not  fall  within  a strictly  inflationary  cost 
increase  category, 

^ FurtheiTnore,  salary  cost  escalation  which  has  been  very  sharp  and 
IS  exp^ted  to  continue  at  a high  rate  turns  out  to  be  an  important 
factor  in  the  quality  competition  which  is  prevalent  in  higher  educa- 
tion today.  Very  often  it  is  the  higher  salary  which  has  been  used  to 
upgrade  the  quality  of  languishing  academic  departments,  to  add  a 
name  of  renown  to  the  r9ster  of  faculty  members,  and  to  upgrade  the 
reputation  of  the  institution  in  general. 

Similarly,  the  increases  in  aggregate  and  per  student  costs  in  Ad- 
ministration reflect  not  so  much  the  higher  prices  for  a static  set  of 
^iwices,  but  the  addition  of  new  ones  without  which  the  modem  col- 
lege (especially  the  residential  ones)  cannot  do.  Much  has  been  said 
and  written  about  the  backward  art  of  college  and  university  man- 
agement, Often  improved  management  has  brought  with  it  liiHier 
administrative  costs, 

Another  element  in  the  quality  of  education  is  the  ]ilant  and  equip- 
ment explosion  which  has  taken  place  in  recent  years.  Much  of  this 
will  continue.  During  the  period  studied,  nearly  every  college  in  tlie 
sample  has  e.xperienced  substantial  additions  to  classroom,  auxiliary 
enterprise,  and  eqnipinent  (computer)  facilities.  Most  of  the  new  plant 
IS  air-conditioned,  except  perhaps  in  the  northernmost  States.  This 
sharply  increases  annual  operating  costs.  Yet.  the  effect  of  higher  plant 
and  equipment  expenses  on  the  FTES  cost  has  been  relative!}’  small 
compared  to  other  expense  components ! 

Finally,  one  of  the  most  striking  sources  of  cost  escalation  for  the 
schools  m our  sample  has  been  the  need  to  subsidize  ^ students.  Student 
Aid  expenditures  have  become — as  we  shall  show — one  major  reason 
for  the  college’s  high  tuition  charges  and  for  their  deficits.  In  the  com- 
petition for  qualified  students,  private  colleges  are  pricing  themselves 
out  of  their  former  markets.  E.scalating  Student  Aid  expenditures  lead 
toliigher  tuition  charges  and  the.se  in  turn  necessitate  larger  subsidies. 

colleges  did  not  have  to  pay  such  high  subsidies,  future 
tuition  increases  could  become  much  more  moderate  on  average.  The 
lignies  which  w’e  shall  present  later  tempt  one  to  foresee  tuition 
reductions  111  some  instances  given  the  ideal  case  where  a given  college 
Student  Aid  subsidies  to  the  income  specifically  avail- 
able for  such  a purpose,  the  remaining  co.sts  being  taken  over  by 
society.  As  of  iiqw’,  except  for  the  few’  far-seeing  states  which  have 
enacted  appiupriate  legislation,  the  danger  is  high  indeed  that  the 
btudent  Aid  grants  required  to  as.sm*e  the  necessary  eniullmoiits  will 
not  only  bring  about  massive  1‘eciuTiiig  operating  deficits,  but  at  the 
same  time  retard  the  qualitative  academic  development  of  the  institu- 
tion for  lack  of  funds. 


‘Wo  (Ipfino  **Riihsl(l,v”  ns  tlio  dHTprciiPp  botwppn  totnl  stndPiit  nld  expotise  (or  fter 

si’MlOBBlIy  roBerrc/tor  atlidenml 


2GG 


264 


If  the  following  figures  do  not  tell  U3  all  we  should  like  to  know,  we 
trust  that  they  represent  a useful  first  step  in  the  comparative  analysis 
of  short-run  cost  variations  for  a group  of  similar  institutions  of 
higher  learning.  Our  sample  may  be  representative  of  only  one  seg- 
ment of  private  higher  education;  at  least  we  believe  that  it  does 
speak  with  some  authority  for  this  segment.® 


II.  SUMMARY  OF  MAJOR  FINDINGS 

We  should  like  to  remind  the  reader  once  more  that  this  study  rep- 
resents a progress  reports  This  summary  and  the  section  which  follows 
it  will  concentrate  on  those  preliminary  findings  which  we  believe  to 
be  sufficiently  stable  that  later  additions  of  schools  to  our  sample  will 
not  require  massive  amendments.  And  since  the  deadline  presented  us 
with  a major  constraint,  we  were  forced  to  be  quite  selective  in  the 
material  which  should  be  included  here.  Therefore,  anything  which  re- 
quired extensive  computer  or  statistical  manipulation  must  be  left  to 
a later  report. 

This  summai7  will  touch  on  the  following  major  aspects  of  our 
studj^:  (1)  a comparison  of  enrollment  growth  rates  with  the  rate  of 
cost  escalation;  (2)  a comparison  of  the  rate  of  growth  of  major  in- 
come and  expense  components;  (3)  an  evaluation  of  some  key  changes 
in  the  stiaicture  of  major  income  and  expense  elements. 

1.  ExnoLLMEXT  GnowTK  AND  Cost  Escalation 

The  growth  of  college  operating  expenditures  is  a function  of  several 
elements:  increases  in  tuition  and  other  charges,  endowment  and  gift 
income  growth^  personnel  and  salary  policy,  all  manner  of  chaimcs  in 
program,  and  increases  in  enrollment.  Wlien  we  single  out  the  latter 
m what  follows,  we  do  not  wish  to  establish  any  specific  cause-and- 
effect  relationships.  We  merely  wish  to  point  out  how  the  growth  rates 
of  three  known  variables  have  behaved  over  a time  span  ox  nine  years, 
namely  the  period  from  1959-60  through  1967-68. 

The  first  important  general  finding  is  that  aggregate  Educational 
and  General  expenditures  increase  faster  than  the  corresponding  FTES 
costs.  Second,  the  rate  of  in^rense  is  on  balance  greater  when  enroll- 
ments increase  more  rapidly,  and  it  is  slower  when  the  latter  move  up 
move  slowly. 

This  characteristic  relationship  is  depicted  first  in  Figure  l.A  for 
two  hypothetical  cases.  Case  A assumes  an  enrollment  growth  which  is 
above  average  for  the  sample.  The  slope  for  aggregate  Educational 
and  General  expenditures  is  much  steeper  than  for  the  corresponding 
FTES  costs.  On  the  other  hand,  in  Case  B enrollment  growth  is  as- 
sumed to  be  very  small  and  the  slopes  of  the  two  expense  indicators 
diverge  less  dramatically.  In  Case  A aggregate  spending  is  depicted 
as  rising  2.3  times  as  fast  as  FTES  costj  whereas  in  Case  B the  aggre- 
gate growth  is  shown  to  exceed  FTES  cost  growth  by  a factor  of  only 


®For  n discussion  of  the  nature  of  tlie  sample,  see  our  paper.  "The  Expenditure  Out- 
look for  Private  Colleges,’'  ^vhlcll  also  appcar.s  In  this  collection. 
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Figure  I.A. 

Educational  and  General  Expenditure  Grovrth.* 
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Tnble  LA.  summaHzcs  the  comparison  between  enrollment  growth 
and  cost  escalation.  First,  the  table  ranks  the  collepvs  aceordinj^  to 
me;in  annual  petventa^  enrollment  gi'owtb.*^  Tlie  nnikin^  is  p*onped 
into  fonr  cniaililes.  Second,  we  eahiihited  a nitio  by  divi<lin;;  the  total 
^^rowth  of  FTKS  costs  into  the  total  ^Towth  of  a^rpvpite  e.Npenditnros. 
ThinL  we  then  ninked  the  resulting  nitio  or  mint i pie.  These  calcula- 
tions were  made  liotli  for  the  Kdneationa)  and  (tcaieral  expense  account 
and  for  Total  Kxjwnse. 

Table  LA.  discJoM»s  :i  verx*  lii^rb  correlation  * lH‘tW(am  the  a^rf^re^r-ur. 
tci-FTK.S  cost  multiple  on  tlie  cme  ha  ml  and  the  enrnllinent  growth 
ranking  on  the  other.  In  the  top  cjuartile,  the  tit  is  almost  |M‘rfcvt;  it  is 
sli^ditl  y I(*ss  in  the  lowest  (piaiiile.  and  still  le^s  sc»  ii;  the  two 
middle  (pKirtiles.  Fnrt)iennon*,the  corndation  is  sli^ditly  U*tter  for  the 
Kdncational  am!  General  e\|>c-nditnres  than  for  Tc*tal  ICxjxmst*. 

T.'dde  Lib  expresses  the  same  phemmienon  in  ^xTliajis  a more  dra- 
matic manner.  Wc  have  asked  the  followin^^  (piestion  : //oir  trn/rlt  irlH 
(WintitJ  F7*ICS  rohi  y'nrmwr  r’/ tcc  spnaHiuj  hyif^IJPOf 

Kctnrnin^  to  onr  two  illnst rations  from  Fijrim*  LA.,  we  ohiaiii  the 
answer  in  ('as<*  A and  in  ('nsi*  lb  If  we  c-ompart*  the  data 

of  the  t wot.ah1(%  we  note  th.at  as  lon^  as  the  enrollment  im*n*as<'s  more 
tlmn  |H*rcent  per  year  on  a\vra;:e  every  incn  asc'  of  $1.00  in  total 
s|K'iidin;:  r.aisc^s  FTKJ>  costs  by  less  than  Oo  m*nts. 

'riiese  fi^niresare  jmrticularly  inten>tin^  Is'cnun*  tliev  ndate  to  the 
prohleni  of  full  utilization  oif  physical  capacity  in  nist  out  ions  of 
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lii^lier  learning.  Some  possible  dimensions  of  this  will  be  taken  up 
in  Section  III  below.  For  the  time  being  \vc  should  like  to  let  the 
evidence  f>pcak  for  itself  without  any  interpretations. 

Taule  l.B. — Annual  increase  in  FTES  costs  per  $t  increase  in  aggregate  costs  > 


Annual  Educational 

lKTi.vnt4i*r8  and  i^etipral  Tolnl 

cnrC'ltintMit  cxpi-n«cs  Mpenscs 

Scltr^ol  povi-Ui  Eiinlc  (cents)  Rank  (cctita)  Hank 
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2.  Growth  of  Major  Income  and  Expense  Components 

If  \vc  organize  the  31  colleges — as  will  be  done  throughout  this 
report — into  quaitilcs  according  to  their  mean  annual  cnmllinent 
growth,  we  obtain  the  following  FTES  mean  annual  income  and 
e.YpendUitre  yercentage  growth  mmmary: 

(In  pcfx^ntl 


1st  quartllo 

3d  qunrtlio 

3d  quartilo 

4th  quartllo 

.31  colleges 

Exix'ndlturi's: 

Student  aid 

n.26 

15.43 

13.11 

11.59 

13. 37 

Lil>rary 

10  ;k) 

14.d3 

13.61 

ii.es 

12.49 

InstnicCon 

r.;i2 

10.  tw 

7.90 

10.76 

9. 15 

AdnUnisiratlon 

7.  H 

10.55 

9.25 

13.74 

10.17 

AtuUmii'ji 

7.78 

5.1H 

6.55 

5.90 

G.46 

UtH'ratfon  and  m;diitenancc 

2.y: 

H.<1 

(».  96 

7.4t 

S.4S 

Total  E A G exporidlttires-^. 

6.5S 

10.45 

K.35 

10.80 

9.t>J 

Total  iii>cndH\ue5 

7.0J 

8.06 

8.IJ 

9. 73 

9.20 

Income; 

Gifts  for  opcratlotis 

■i.51 

13.07 

11.51 

J3.88 

11.11 

TulUoii  and  f(v5 

9.  Id 

9.39 

10.  OS 

9.60 

9. 69 

AuxK'aru'S 

fl.  31 

5.39 

6.  .55 

1.73 

5.70 

Kndoa'inotu 

-2.13 

IB.  01 

2.98 

13.49 

0.15 

Total  E A*  O 1 : CO  do 

0.  SI 

10.67 

a 55 

11.14 

9.45 

Tttlal  incoKM* 

0. 7'i 

8.70 

7.73 

9.77 

S.41 

On  balaD'-'o,  the  colleges  with  rapid  enrollment  guwth  have  experi- 
enced less  FTES  percentage  expenditure  growth  than  those  with  less 
rapid  iucri'ase'i  in  enrollment.  In  llie  same  manner,  FTES  percentage 
income  growth  tends  to  he  less  in  the  first  two  quartilcs  and  somewliat 
larger  in  the  last  two.  But  there  are  munerous  exceptions  to  this,  par- 
ticularly when  we  begin  to  look  at  tlio  growth  rates,  college  by  college. 

Tables  2.A.  and  2.1J.  provide  the  detail  on  which  the  above  sum- 
inaiy  is  i>ased,  AVe  have  added  rank  identillcations  with  each  major 
income  and  e.xponditurc  component. 

In  interpreting  the  two  summaries,  it  is  important  to  remember  that 
\ve  do  not  attach  the  same  value  to  each  type  of  income  and  expendi- 
ture. For  instance,  when  we  see  high  FTES  spending  for  Instruction 
and  Library  (provided  the  latter  means  books  rather  than  personnel 
cost)  we  tend  to  np]>rove.  In  contrast  we  slioiild  prefer  FTES  co.st 
of  Administration  not  to  increase  loo  rapidly. 
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Similarly,  we  applaud  a college  whose  FTES  Gift  income  increases 
substantially,  but  we  hope  that  FTES  Tuition  and  Fees  income  growth 
would  remain  on  the  low  side  since  this  indicator  points  to  the  price 
which  the  citizen  must  pay  for  his  college  education. 

Therefore,  before  an  attempt  is  made  to  interpret  this  summary,  the 
reader  must  ask  bdmself  what  significance  attaches  to  the  specific  in- 
come benefit  or  cost  burden  characteristic  of  each  component  singled 
out  for  attention  in  Tables  2.A  and  2.B.  It  may  also  be  appropriate  to 
repeat  that  the  growth  rates  do  not  relate  to  aggregate  mcome  and 
expenditures,  but  to  Full  Time  Equivalent  Student  (FTES)  income 
and  expenditures. 

It  should  therefore  not  come  as  a surprise  that  FTES  Endowment 
income  has  been  declining  for  the  colleges  which  have  experienced  the 
most  rapid  enrollment  escalation. 

On  the  expenditure  side,  the  Library  and  Student  Aid  components 
stand  out  dramatically.  The  rank  ordering  in.  both  instances  does  not 
appear  to  be  very  closely  related  (either  symmetrically  or  asymmetri- 
cally ) to  enrollment  growth. 

Of  special  interest  may  be  the  Student  Aid  component.  For  most  of 
the  institutions  in  our  sample  the  differenceJ^etween  FTES  Student 
Aid  cost  and  FTES  Student  Aid  income  has  been  increasing,  thus  put- 
ting an  increasing  strain  on  operating  budgets.  Giuph  2. A.  depicts 
this  widening  aggi’egate  Student  Aid  subsidy  gap.  The  sharp  increase 
during  the  last  two  years  of  Gift  Student  Aid  income  refiects  the  in- 
crease in  state  scholarship  progi*ams. 

A second  illustration  of  this  phenomenon  can  be  seen  in  Graph  2.B. 
which  compares  the  FTES  total  Student  Aid  expense  with  FTES  Aid 
income.  Once  more  the  widening  Student  Aid  subsidy  gap  stands  out 
dramatically  as  a major  aspect  of  college  cost  escalation,  and  we  must 
repeat  that  it  has  no  direct  bearing  in  college  operating  costs  except 
to  the  extent  to  whicli  private  colleges  have  been  forced  into  establish- 
ing expensive  OIKces  of  Student  Aid.  In  a weak  moment  one  might  be 
tempted  to  think  of  the  Theater  of  the  Absurd,  but  at  least  one  is  able 
to  point  to  a fuiidaineiital  reason  of  why  private  colleges  are  in  finan- 
cial crisis. 

Section  III  contains  some  supporting  tables  and  comments. 

3.  So:viE  Key  Changes  in  Structure 

With  the  information  at  our  disposal,  we  can  distinguish  three  types 
of  changes  in  the  structure  of  income  and  expense. 

The  -first  type  of  structural  analysis  concerns  each  individual  insti- 
tution and  consists  iu  determining  the  relative  weight  of  each  major 
income  and  expense  component.  If  there  are  substantial  shifts  in  the 
relative  weights  of  specific  components  over  a reasonably  long  period 
of  time,  we  can  sa^y  that  a stiuctural  change  has  taken  place.  Section  III 
contains  several  tables  which  illustrate  this  kind  of  intemul  structural 
change;  a comprehensive  repoit  will  be  included  in  our  final  study. 
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A f/nWtypaf  Mni<^Jtirni  Th^  Sirly('olhiir 

Xfi/r/i;  ...  A Sr<Hni<!  /,oo/*\  T\\h  tj)0  f»(v*oncl  jsyM<*nniic 

fiUrmpI  tUtrinff  Io  <lr*finf!  inwme  itml  cxpomlittm* 

Mnirttitrnf  it;rniupof  private ^ollwrt^ar.cl  univei^iliw. ^e 
lion  oept/^n^l  on  fleterminin^jlhc  rrlativo  penrenti^  wei^ht^  of  major 
an<l  minor  income  an<I  exfK'ntsje  comjv>ncntA  in  rollepe  operatinjr  ac- 
ootjntiii,  Amon^r  ofJtrr  Ihinj^,  Irwin  K.  Frencli  then  cxpnai^fHtvI  the  Jiope 
that  tJic*  ilata  wotiM  help  in  fomnilating  *‘gui«lin;r  principles  for  tno 
rWal  a^lminiMraiionof collcjres.^** 
n>c*  information  on  which  this  chapter  is  baw^l  resnlte<l  from  an 
invent j^ntioti  which  has  as  one  of  its  original  pur|»os(*s  flic  <i|ahHinjr 
fsiThr  StrlyCoUr^f  SUiily.  Instead  wehaxt'lioen  forwl  torhnnp^  onr 
empliasiii;,  {lecauNc  we  find  few  **{n»din|;*^  principles  in  this  tyi>e  of 
stnicfural  analysis. 

*riic  purpose  of  Tht  CoUtgr  Study  w'lia  ainonir  other  tlun;rs  to 
determine  whetlicr  one  mi^rbl  find  a normal  or  tniical  pattern  of 
wt'ijrJita  of  fijHvific  income  and  expense  components.  It  was  then  hoped 
and  that  such  norms  (usually  in  thejpiit^eof  *‘nounnl  stntisli- 

ral  distrihutions*^),  if  found;  might  serve  as  reliving  points  in  the 
allocation  of  resources  in  long  range  planning  hmfgets.  For  instance, 
one  miglit  decide  that  tk  percent  of  total  Kducational  and  General  ex- 
pense ^lould  be  allocated  to  the  Lihrary  budget,  not  liecnuse  this 
imoimt  was  required  in  ortler  to  build  up  a sotmd  collection  of  l>ooka 

lUlKlttHipOfRwrii  lOSe,  |1,  3. 


an<I  pcrifKlic^ilf^,  but  Ijotaum*  The  S^jri^  CAhpr  Simly  might  show 
flint  Ix^tii  Averngt!  and  mo<linn  nllocn(ion.s  had  in  fact  nin  in  ihiff 
virinit  V — which  they  did. 

We  Wlicvc  that  jicrcenlagc  income  and  exponw  distribution  data 
arc  not  very  useful  for  |)urjHisesof  long  ran^  planning;  %vc  Wieve 
Oiaf  UK»d  in  this  manner  fhev  are  ndually  dangemijs.  llowcvor,  as  a 
hist^inc,nl  nv<ird,  indicating  fong  rangi?  changes  in  flic  basic  structure 
of  major  income  and  exjwnsc  <x)in(K>nonfs  this  approach  is  of  interest. 
Among  ot  her  things  it  enables  us  to  asse.ss  in  an  approximate  manner 
whai  h]H*ciric  chaiigi's  in  priorities  and  emphasis  may  have  taken  place. 
Thoreiorc  we  liavc  made  a few  i^calfer  diai^ams  simllrr  to  those,  which 
the  reader  can  find  in  The  Sixty  College  SUuly  (pp.  47,  57).  The 
diagrams  have  some  interesting  pn)i)crtics  and  reveal  a few  significant 
changes. 

Our  range  of  Endowment  income  (not  counting  Student  Aid  Endow- 
merit  iiioomc)  is  somewhat  narrower  tlian  that  found  in  The  Sixty 
Colhye  Sf^uly.OwT  Graph  3.A.  ranges  between  alwnt  35  and  2.5  per- 
cent of  Educational  and  General  income,  not  counting  some  extreme 
cases.  For  the  sample  as  a whole,  the  weight  of  Endowment,  income 
djvlines  steadily  from  17.8  percent  in  1200  to  15.1  wreent  in  12r#8. 
The  sc.iffer  diagram,  liowc\*cr,  suggests  that  there  really  arc  two  types 
of  colleges:  one  group  whose  endowment  income  represents  a dodihing 
^hare  of  total  income,  and  anotlier  which  Si^ems  to  eitlier  hold  its  own 
or  even  improve  its  position  slightly.  It  may  be  appropriate  to  compare 
the  ?<:U(er  wit li  the  Endowment  inctmic  growtii  summary  (Table a.E., 
Ih-Iow).  In  Section  III  the  Endowment  income  distribiitfon  is  rendered 
for  each  college  in  the  sample. 

Compared  to  The  Sixty  College  Study  our  figures  for  Tuition  and 
hVs  income  show  a {>erhaps  surprising  development,  especially  sifter 
all  the  news  one  has  heard  aI>out  tuition  inflation.  Before  Wng’mlsled 
hy  the  scalier  diagram  one  is  well  advised  to  lake  another  look  at  Pl'ES 
1 nition  income  growth  (Table  .TF.,  l>clow).  Graph  3.B.  starts  out  with 
:i  cluster  within  flic  narrow  range  of  slightly  more  than  80  percent  at 
t he  lop  and  00  percent  at  tliel)Ottoin.Tliisspti^nd  is  much  narrower  than 
ill  The  Sixty  College  Study^  probably  mostly  because  of  the  more 
hoinopmcvniK  nature  of  onrs.amplc. 

Two  illtel\^sting  things  happen  to  the  pattern  of  dot.s.  First,  the 
spivad  widens  considerahlv,  e.spocially  if  wc  ignore  the  two  oxtrenu* 
and  low  cas^s  tlirongh  10G3.  Second,  a liulge  appears  on  (he  scatter 
dingrani;  this  tops  out  and  dccIino.s  hy  1007-08,  tints  suggesting  the 
iucmising  importance  of  oUicr  Income  sources.  For  the  group  as  a 
wliole^  Tiiit  ion  and  Fee.s  income  starts  with  a percentage  of  00,7  in  lOOO, 
moves  up  to  08.4  hy  1003, declines  to  00.0 percent  in  1004,  then  incnniscs 
agaiiHo  08  pi*rcont  in  1000,  ami  finally  uoclines  to  67.0  perauit  in  1007 
and  07.4  |>ercont  in  1008.  The  main  compeitsating  factors  are  the  in- 
creasing wciglit  of  gifts  and  a cntegoi^  of  miscellaneous  income.  Sec- 
tion III  will  render  the  detail  of  Tuition  and  Fee.s  income  for  all 
colleges. 
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Taiile  3.E. — FTES  endowment  income  annual  growth  and  rank 


School 

Enroll- 

ment 

irrowth 

(percent) 

Endow- 

ment 

Inoomo 

^ Rank  (pcfotmt)  , 

^ Rwk^ 

School 

Enroll- 

ment 

crowtli 

(l>crcont) 

Endow- 
ment 
income 
Rank  (f)orcent) 

Rank 

A 

..  12,1 

1 

.49 

23 

Q 

..  3.4 

17 

9.07 

4 

B 

10.9 

2 

-3.27 

2«J 

U 

3.3 

IS 

4.:iS 

14 

C 

..  10.0 

3 

-0.73 

30 

S 

..  3.2 

19 

1.40 

20 

D 

0.9 

4 

-1.37 

-3.M 

24 

T 

..  3. 1 

3. 01 

18 

E 

..  0.5 

5 

28 

U 

..  2.8 

21 

7.65 

8 

F 

..  6.7  (7) 

0 

-Z27 

SO 

V 

.. 

22 

5.70 

9 

G 

5.5 

^7 

• '-^1.53 

‘ • 2^ 

w 

2,4  (7) 

. 23 

5.04 

10 

II 

..  5.4  (5) 

K 

10.59 

3 

X 

..  2.4 

24 

3.30 

17 

I 

..  5.0 

9 

.97 

21 

V 

..  2.4 

25 

7.99 

7 

J 

4.5  (S) 

10 

3.0.5 

15 

1 

z 

20 

4. 72 

13 

K 

..  4.4  (8) 

11 

26.50 

AA 

..  2.2 

27 

24.30 

•1 

L 

..  4,3 

\2 

2.M 

19 

BB 

..  2.\ 

28 

4.83 

12 

.M 

..  4.1 

13 

a 29 

6 

CC 

..  2.0 

2J 

8.  tts 

5 

N 

..  3.9 

14 

22 

1)1) 

..  1.5 

30 

4. 72 

13 

0 

P 

..  3.8  (5) 

..  3.7 

. w 
10 

. . -lies  . 
3.52 

. ^ 
16 

eb; 

.-  •,1.6  (71 

31 

5.2S 

11 

Noto;  Numbers  In  parentheses  Indicate  years  wh<.  m data  is  not  available  for  r^ntire  i>criod. 


Table  3.F. — FTEiS  tuition-.and  fees. incoma annual  growth  and  rank 


School 

F.nrol). 

ment 

growth 

(|XT- 

cent) 

Rank 

Tuition 
and  ft*es 
(per- 
cent) 

Rank 

A 

. 12.1 

1 

7.10 

20 

B 

. 10.9 

o 

7.91 

2* 

C 

. 10.0 

3 

11.37 

*8 

I) 

. 6.9 

4 

7.85 

23 

E 

. 0.5 

5 

10.50 

14 

F 

- 5.7  (7) 

G 

1.8tl 

31 

G 

. 5.6 

7 

8.90 

L7 

11 

. 5.4  (6) 

» 8 

" 11.05  • 

’ *0 

I 

. 5.0 

9 

10.75 

10 

J 

. 4.5  (8) 

10 

14.lt5 

1 

K 

. 4.4(8) 

11 

8.92 

18 

L 

. 4.3 

12 

0.22 

29 

M 

. 4.1 

13 

10.70 

12 

N 

. 3.9 

14 

7.72 

24 

0 

. 3.8  (6) 

15 

0.44 

28 

r 

. 3.7 

•-  1C 

42.71 

*8 

School 

Enroll- 
ment 
growth 
(per- 
cent) , 

Tuition 
and  foc.s 
(per- 

Rank  cent) 

Rank 

Q 

...  3.4 

17 

10.73 

n 

U 

...  3.3 

18 

10. 92 

9 

s 

...  3.2 

19 

1Z25 

4 

T 

...  3.1 

20 

9.49 

10 

u 

...  2,8 

21 

7.07 

25 

V 

...  2.7 

22 

8.38 

20 

iv. 

....  2.4  (7)  • 

. 23 

9.84 

15 

5c?../... 

...*•  2.4,  • . 

24* 

8.80 

19 

Y 

...  2.4 

25 

0.70 

27 

z 

...  2.4  (7) 

20 

14.30 

2 

AA 

...  2.2 

27 

11.76 

a 

BB 

...  2.1 

28 

11.63 

< 

CC 

...  2.0 

29 

0.12 

30 

1)1) 

...  1.5 

30 

10. 60 

13 

EE 

...  1.5  (7) 

3t 

8.09 

21 

Note:  Numbers  in  parentheses  indicate  years  where  data  Is  not  available  for  entire  iHsriod. 


Gifts  for  Operations  (excluding  Student  Aid  Gifts)  have  moved  up 
ill  weight;  from  12.1  percent  of  iiducaticmal  and  Geheral  income  in 
19G0,  they  first  dropped  off  to  11.9  percent  in  19G1  and  tlien  to  11.0  per- 
cent in  19G2.  In  19G3,  reflecting  .strong  Ford  Foundation  giving,  they 
rose  to  12.2  percent  and  a year  latt»r  to  13.8  percent.  In  19G5  and  19GG 
they  i*eceded  to  12.Gperceuf,  and  by  t]ie  end  ox  19G8  they  had  again  risen 
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to  13.0  percent,  The  scatter  diagram  (Graph  3.C,  below)  reflects  this 
^Yf.velike  movement.  A comparison  with  The  Svcty  College  Study  points 
out  that  our  sample  of  colleges  are  spread  apart  less  widely  than  the 
group  used  in  the  1950’s,  Furthermore^  the  median  and  mean  tend  to 
]iiove  lower  in  our  study.  Thus,  historically,  the  weight  of  Gifts  for 
Operations  is  less  today  than  during  the  1950's.  Without  another  quick 
look  at  FTES  Gift  growth  figures,  however,  we  would  be  misled  (Ta- 
ble 3.G.) ; Gifts  for  Operations  have  shown  a remarkable  growth,  in 
the  aggregate  and  on  a FTES  basis.  As  a matter  of  fact,  the  growth 
of  gifi  income  has  surpassed  that  of  any  other  income  sfiih-group. 

Historicallv,  one  of  the  most  stable  components  has  been  the  In- 
structional expense  (Graph  3.D.).  For  the  sample  as  a whole,  the 
percentage  weight  has  never  fallen  below  49.7  and  it  has  never  risen 
above  50.3.  Also,  as  was  the  case  during  the  1950’s,  the  scatter  has 
continued  to  be  bounded  by  a 60  percent  maximum  and  a 40  percent 
minimum  for  all  but  two  of  the  colleges  in  our  sample.  Although  we 
are  not  including  all  the  exhibits  in  this  chapter,  we  must  point  out 
that  the  significant  changes  in  weight  distribution  occurred  on  the 
one  hand  in  Administrative  expenses  (which  increased  from  27  per- 
cent to  28.3  percent  with  only  one  year  of  interruption)  and  on  the 
other  hand  in  Operation  and  Maintenance  expenses  (which  declined 
from  18  percent  to  15.9  percent).  This  pattern  is  further  amplified  by 
the  FTES  growth  record  (Tables  3.T.  and  3.J.  below).  FTES  cost 
has  risen  relatively  fast  for  Administration  and  quite  slowly  for  Op- 
erations and  Maintenance. 


T.\blb  3.G. — FTES  gift  income  annual  groivlh  and  rank 


School 

Enroll* 

meat 

growth, 

(Per- 

cent) 

Rank 

Gilt 

Income 

(per- 

cent) 

Rank 

A 

....  12.1 

1 

9.60 

15 

B 

....  10.0 

2 

32.34 

2 

C 

....  10.6 

3 

-2.13 

31 

D 

....  6.9 

4 

-1.89 

30 

E 

6.5 

5 

16.  o4 

12 



....  .'■>.7  (7) 

6 

30.93 

3 

G 

....  5.5 

7 

7. 63 

18 

II 

....  5.4  (5) 

8 

34.89 

5 

I 

....  5.0 

0 

1.05 

27 

J 

....  i.5  (8) 

10 

3. 51 

25 

K 

....  4.4  (8) 

11 

5.31 

22 

L 

....  4.3 

12 

17.62 

10 

M 

....  4.1 

13 

4.28 

24 

N 

....  3.0 

14 

9.57 

10 

0 

....  3.8  (5) 

15 

7.32 

19 

P 

....  3.7 

16 

.22 

29 

School 

Enroll- 

ment 

growth, 

(per- 

cent) 

Rank 

Gift 

Income 

(pec- 

cent) 

Rank 

Q 

...  3.4 

17 

23. 17 

7 

R 

3.3 

18 

4.51 

23 

S.. 

...  3.2 

19 

20.04 

0 

T 

...  3.1 

20 

10.68 

14 

U 

...  2.8 

21 

3.50 

20 

V 

...  2.7 

23 

22.78 

8 

w 

...  2.4  (7) 

23 

7.84 

17 

X 

...  2.4 

24 

17. 18 

11 

Y 

...  2.4 

25 

13.63 

13 

Z 

...  2,4  (/) 

20 

64. 17 

1 

AA 

...  2.2 

27 

25.89 

4 

BB 

...  2.1 

28 

24.49 

6 

CC 

...  2.0 

29 

6.34 

21 

T>D 

1.5 

3Ci 

.80 

28 

EE 

...  1.6  (7) 

31 

6.73 

20 

Note:  Numbers  lu  parentheses  Indicate  years  wlioro  data  is  not  avaUablo  for  entire  period: 
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Table  3.H. — FTES  instructional  expense  annual  growth  and  rank 


School 

Enroll- 

ment 

growth 

(per- 

cent) 

Instruc- 
. tion 
(Per- 

Hank  cent) 

Hank 

School 

Enroll- 
ment 
■ growth 
(per- 
cent) 

Hank 

Instruc- 

tion 

(per- 

cent) 

Rank 

A 

. 12.1 

1 

7.41 

23 

Q 

- 3.4 

17 

11.71 

6 

B 

. 10.9 

2 

6.87 

26 

R 

. 3.3 

18 

8. 97 

15 

C 

. 10.6 

3 

8.69 

16 

S 

. 3.2 

19 

13. 73 

2 

D 

. 6.9 

4 

8.  59 

19 

T 

. 3.1 

20 

5. 45 

29 

E 

6.5 

5 

6.90 

25 

U 

- 2.8 

21 

4. 99 

30 

F 

. 5.7  (7) 

6 

3. 14 

31 

V 

. 2.7 

22 

9. 83 

11 

G 

5.5 

7 

9.22 

13 

w 

- 2.4  (7) 

23 

9. 98 

9 

H 

5.4  (5) 

8 

9.97 

10 

X 

- 2.4 

24 

7. 47 

22 

I 

. 5.0 

9 

10.46 

8 

Y 

. 2.4 

25 

8.41 

20 

J 

. 4.5(8) 

10 

9. 31 

12 

Z 

- 2. 4 (7) 

26 

12.33 

3 

K 

. 4.4(8) 

11 

11.66 

6 

AA 

, 2.2 

27 

16.22 

1 

L 

4.3 

12 

0.  92 

24 

BB 

2. 1 

28 

11. 89 

4 

M 

. 4.1 

13 

8.62 

18 

CC 

. 2.0 

29 

6.28 

27 

N 

3.9 

14 

9. 15 

U 

DD 

. 1.5 

30 

8. 63 

17 

0 

3.8  (5) 

15 

7. 79 

21 

EE 

. 1.  5 (7) 

31 

5.88 

28 

P 

3.7 

16 

10. 49 

7 

>fote:  Numbers  in  parentheses  Indicate  years  where  data  Is  not  available  for  entire  period. 


Table  3.1,  FTES  administration  expense^  annual  growth^  and  rank 


School 

Enroll- 

ment 

growth 

(per- 

cent) 

Total 

admin- 

istration 

(per- 

Rank  cent) 

Rank 

School 

Enroll- 

ment 

growth 

(per- 

cent) 

Total 

admin- 

istration 

(per- 

Rank  cent) 

Rank 

A 

....  12.1 

1 

5. 56 

26 

Q 

...  3.4 

17 

10.40 

9 

B 

....  10.9 

2 

9. 27 

14 

R 

...  3.3 

18 

17.34 

3 

C 

....  10.6 

3 

5.80 

25 

S 

...  3.2 

19 

18.88 

2 

D 

....  6.9 

4 

3.54 

31 

T 

...  3.1 

20 

7.  26 

18 

E 

....  6.5 

6 

10.  V 9 

7 

U 

...  2.8 

21 

7. 02 

20 

F 

....  5.7(7) 

6 

6.06 

23 

V 

...  2.7 

22 

8.49 

15 

G 

....  5.6 

7 

5.42 

27 

w 

...  2.4  (7) 

23 

8. 14 

16 

H 

....  5.4  (5) 

8 

13. 84 

4 

X. ...... 

2.4 

24 

10.49 

8 

I 

....  5.0 

9 

6. 87 

21 

Y 

...  2.4 

25 

8. 13 

?7 

J 

....  4.5  (8) 

10 

7. 20 

19 

z 

...  2.4(7) 

26 

12. 05 

6 

K - 

4.4  (8) 

11 

10. 19 

11 

AA 

2.2 

27 

20. 80 

1 

L 

. 4.3 

12 

5.90 

24 

BB 

...  2. 1 

23 

4. 72 

29 

M 

....  4.1 

13 

12.50 

6 

CC 

2.0 

29 

10. 18 

12 

N 

. 3.9 

14 

4.24 

30 

DD 

...  1. 8 

30 

6. 62 

22 

0 

....  3.8  (5) 

15 

10.10 

13 

EE 

...  1.5  (7) 

31 

10.33 

10 

P 

....  3.7 

..  16 

5.30. 

■28 

Note:  Numbers  in  parentheses  indicate  years  where  data  is  not  available  for  entire  period. 


Table  3.J. — FTES  operation  and  maintenance  expense  annual  growth  and  rank 


Opera- 

■ tions ■ * 


School 

Enroll- 

ment 

growth 

(per- 

cent) 

Rank 

and 

mainte- 

nance 

(per- 

cent) 

Rank 

A 

12.1 

1 

. . 4. 68  - ' 

^ - - 20 

B 

10.9  , 

2 

-.99 

’30 

C 

me 

3 

-2. 26 

31 

D 

6.9 

4 

.09 

28 

E 

. 6.5 

..  6. 

7.44., 

..  10 

F..I.""... 

6.7  (7) 

6 

9.94 

7 

G 

5.6 

7 

1. 85 

26 

H 

5.4  (6) 

8 

- 1. 32 

27 

I 

5.0 

9 

• ' 7.34 

11 

J 

4.5  (8) 

10 

2.80 

25 

K 

4.4  (8) 

11 

12.44 

3 

L 

4.3 

12 

6.84 

12 

M 

4.1 

13 

6.39 

15 

N 

3.9 

14 

5.56 

17 

0 

3.8  (5) 

15 

11.29 

5 

P 

3.7 

16 

3.38 

24 

School 

Enroll- 

ment 

gi'owth 

(per- 

cent) 

Rank 

Opera- 

tions 

and 

mainte* 

nance 

(por- 

eent) 

Rank 

Q-:-;.... 

..  3.4 

17 

21.37 

2 

R 

..  3.3 

18 

-.09 

29 

S 

..  3.2 

19 

0. 16 

16 

T 

..  3.1 

20 

9. 63 

8 

U 

2.8  ■ - 

21- 

, ...  7.71 

,9 

V 

..  2.7 

09 

5.18 

18 

W 

..  ,2.4  (7) 

23 

4.13  • 

23 

X 

24 

6. 45 

14 

Y 

- 2.4 

25 

4.  97 

■ . :19 

Z 

26 

12.09 

4 

AA 

- 2.2 

27 

22. 43 

1 

BB 

- 2.1 

23 

4.  60 

21 

CC 

- 2.0 

29 

10.22 

6 

DD.. 

- 1.5 

30 

4. 21 

22 

EE 

- 1.  6 (7) 

31 

6.04 

13 

Note:  Numbers  In  parentheses  indicate  years  where  data  is  not  available  for  entire  period. 
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The  final  scatter  diagram  which  will  be  of  interest  here  pertains 
to  Student  Aid  expense  (Graph  3.H.).  It  confirms  what  we  have 
already  pointed  out  earlier  about  the  growing  influence  of  educational 
subsidies  to  students  in  the  operating  accounts  of  private  colleges.  Of 
sp^ial  interest  is  the  narrow  clustering  of  the  31  colleges  and  the 
quite  steady  increase  in  weight  of  the  component  as  a percentage  of 
Total  expense.  The  distribution  index  climbs  with  only  one  inter- 
ruption from  7.4^rcent  in  1960  to  9 percent  in  1968.  Again  it  is  worth 
looking  at  the  FTES  Student  Aid  expense  growth  (Table  3.0.,  above) , 
and  at  some  of  the  additional  details  provided  in  tJie  tables  in  Sec- 
tion III. 

We  now  turn  to  Section  III  for  some  concluding  comments  and  for 
a listing  of  additional  tables  in  support  of  what  has  been  shown 
already. 


in.  SOME  CONCLUDING  COMMENTS  AND  ADDITIONAL 
SUPPORTING  DATA 

The  preceding  information  has  been  derived  from  summaries  of 
raw  data,  some  of  which  will  be  found  in  this  section.  One  of  the 
purposes  here  is  to  demonstrate  by  means  of  the  tables  how  important 
it  is  to  evaluate  each  college  on  its  own  merits. 

Much  work  which  eventually  mu^  be  included  in  a study  of  this 
kind  could  not  be  finished  on  time  for  this  report,  as  we  have  pointed 
out  before.  All  of  the  calculations  and  mnking  to  date  had  to  be  done 
without  tlie  benefit  of  data  processing.  While  we  are  now  pioceeding 
to  the  fleshing  out  of  the  sample,  we  shall  begin  to  transfer  our  raw 
data  onto  punch’ cards  and  tapes.  Thfe  will  enable  us  to  conduct  a 
variety  of  correlations  and  other  statistical  manipulations  in  order 
to  come  up — ^hopefully— with  a more  accurate  estimate  of  the  “eco- 
nomics” of  the  institutions  in  the  sample.  We  also  plan  to  return  to 
some  of  the  colleges  to  discuss  with  key  staff  members  whether  our 
conclusions  correspond  with  tlieiv  own  experience.  In  such  a manner 
we  expect  to  establish  more  firmly  a few  of  the  key  principles  which 
now  seem  to  emerge  from  the  figure. 

Here  we  shall  limit  our  comments  to  two  key  problems  (1)  the 
problem  of  full  utilization  of  capacity,  and  (2)  the  Student  Aid 
expense  problem.  This  will  also  allow  us‘ to  make  some  comments  on 
public  policy.  For  the  rest  we  shall  limit  ourselves  to  an’ange  in 
appropriate  order  a series  of  our  working  tables.  From  the  critique 
wliich  we  are  sure  we  shall  receive,  we  hope  to  gain  substantially 
toward  the  future  structuring  of  this  study. 

I.The  Problem  of  Full  Utilization  of  Capacity 

Adiuinistrators  of  small,  private,  fouf-y^r  liberal  arts  colleges 
often  ask  themselves  the  question  whether  their  particular  institution 
is  growing  too  big.  In  our  survey  of  31  colleges  very  few  indicate  that 
they  have  specific  goals  of  enrollment  growth  for  the  next  decade.  Yet 
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we  can  be  quite  certain  that  enrollments  will  go  up  for  reasons  to  which 
we  shall  turn  shortly.^®  ^ 

It  even  used  to  be  fasliionable  to  set  forth  specific  enrollment  optima 
suggestin^j  that  tliere  miglit  exist  natural  points  of  indivisibility  or  of 
full  exploitation  of  capacity.  Thus,  from  time  to  time,  we  have  been 
told  that  either  800  students,  or  1,000,  or  1,500,  or  1,800  would  consti- 
tute natural  enrollment  ceil'  s,^^ 


We  have  been  always  si  ^ itly  suspicious  of  such  rules  of  thumb. 
Naturally,  we  are  aware  of  the  fact  that  there  is  an  optimum  enroll- 
ment somewhere  for  any  given  institution.  It  makes  a great  deal  of  dif- 
ference, however,  how  this  optimum  is  calculated.  Or  more  precisely, 
how  it  is  detemined.  because  ex^rience  would  suggest  that  enroll- 
ment ceilings  are  seldom 

During  recent  years,  no  doubt  because  of  rapidly  escalating  cost 
and  overall  college  enrollment  pressures,  much  lias  been  made  of  the 
need  to  use  plant  fully.  In  connection  with  this  concern  classroom  space 
and  other  plant  constraints  would  be  the  determinants  of  enrollrnent 
ceilings.  Federal  policy  strongly  favors  this  approach  today  in  assign- 
ing certain  Federal  monies.  Also,  much  has  been  made  during  the 
decade  of  the  need  foi*  larger  private  college  enrollments  as  a ineans  of 
reducing  the  pressures  on  public  systems  of  higher  education.  Once 
more  State  and  Federal  gi*antsmanship  was  structured  accordingly. 
We  have  even  seen  academic  calendar  reform  for  the  sole  purpose  of 
squeezing  more  students  througli  the  diploma  mill  by  taldng  full  ad- 
vantage or  real  or  apparent  economies.  However  well  intentioned  these 
efforts  have  been,  and  however  beneficial  financially,  we  strongly  sus- 
pect tluit  the  cart  has  been  put  in  front  of  the  horse,  and  we  believe 
that  our  data  suggast  in  part  why  we  suspect  so. 

Before  we  return  to  the  findings,  the  reader  is  entitled  to  know  how 
we  feel  about  enrollment  policy.  First,  we  think  that^ideally  speak- 
ing — size  of  enrollment  must  be  a function  of  a well  formulated  and 
articulated  educational  philosophy.  Second,  we  think  that  this  phi- 
losophy must  bear  some  relation  to  learning  and.  t eaching  effective- 
ness. Third,  we  are  aware  that  each  private  institution  is  partly  the 
captive  of  its  own  past.  Enrollment  policy  in  the  here  and  now  is  thus 
quite  well  circumscribed  by  physical,  political,  and  received  philos- 
ophical constraints.  What  matters,  then,  is  where  one  does  go  from 
there,  which  returns  us  to  our  first  point  in  this  paragraph.  The  col- 
leges in  our  sample  testify  to  the  fact  that  answers  will  differ  and  that 
there  is  merit  in  the  courage  of  one’s  convictions. 

But  there  is  also  danger  in  public  (and  private  foundation)  policy 
which  forces  changes  in  conviction  by  means  of  lush  monetary  temp- 
tation. We  should  think  that  public  policy  vis-a-vis  private  higher 
education,  particularly  the  type  of  college  repr^ented  by  our  sample, 
should  be  so  designed  as  to  allow  each  institution  to  remain  true  to 
its  very  own,  very  personal  calling.  Appropriate  motivation — even  of 


of  future  student  populatlonB.  ^ imi 

Seymour  E.  Harris,  Higher  Eiluoation:  ReaowceB  and . Finance,  McQraw-HlU  Book 


292 


a financial  kind — is  most  useful,  but  not  when  it  leads  to  the  betrayal 
of  one’s  deeply  felt  philosophy  of  education,  l^en  private  colleges  are 
faced  with  financial  crisis,  the  responsibility  is  with  those  who  offer 
aid  not  to  compel  individual  institutions  onto  paths  they  would  not 
choo^_  if  the  funds  were  available  free  of  enticing  or  restrictive 
conditions. 

The  most  significant  finding  in  this  study  centers  on  the  effects  on 
FTES  costs  of  varying  rates  of  enrollment  growth.  The  data  suggest — 
subject  to  further  testing — ^that  there  mayoe  a distinct  advantage  in 
enrollment  growth.  In  several  long  range  planning  schemes  with  which 
we  have  worked  there  has  been  concrete  evidence  of  this  advantage. 
Other  things  being  equal,  the  higher  the  rate  of  enrollment  growth, 
the  smaller  seems  to  be  the  marginal  addition  to  FTES  cost.  This 
fact  has  important  implications  for  long  range  tuition  prospects.  On 
balance  one  would  suspect  that  the  higher  eni’ollment  growtn  institu- 
tions— other  things  being  equal — ^will  experience  a flatter  tuition  infla- 
tion than  the  colleges  with  lower  enrollment  growth  rates. 

What  we  are  saying  in  fact  is  that  it  appears  as  if  the  colleges 
with  the  higher  enrollment  growth  rates  do  indeed  fcuBS  on  to  the  stu- 
dent (or  to  those  w'ho  subsidize  the  student)  a substantially  smaller 
percentage  of  the  marginal  total  cost  than  the  colleges  with  slower 
enrollment  growth*  Our  sample  does  not  provide  us  with  an  ‘^other 
things  being  equal”  situation.  Therefore,  the  summary  in  Table  l.A. 
does  not  reveal  fully  the  significance  of  what  we  suspect.  We  intend 
to  test  this  hypothesis  further,  but  in  the  meantime  we  should  like  to 
derive  some  conclusions  on  the  assumption  that  we  are  reasonably 
correct. 

The  key  to  tliis  apparent  fact  of  economic  life  in  institutions  of 
higher  learning  lies  with  the  proportionalities  wliich  are  inherent  in 
•the  typical  college  cost  structure.  In  the  Instructional  account  wliich, 
as  we  saw,  occupies  about  50  percent  of  the  Educational  and  General 
expense,  there  exists  a relatively  low  and  fixed  relationship  between 
FTES  units  and  the  pertinent  cost  units,  i.e.,  the  faculty.  Traditional 
ratios  for  our  sample  range  anywhere  from  9 :1  to  over  16 :1,  and  the 
effect  is  a relatively  full  passing  on  of  total  marginal  costs  to  the 
student. 

In  contrast,  the  Administrative  and  Operations  and  Maintenance 
cost  components  experience  more  fa\^rable  indivisibilities  vis-a-vis  the 
FTE  student.  In  the  Administrative  account  the  student-to-admin- 
istrative-persqnnel  ratio  is*  on  balance  more  favorable  from  the  point 
of  view  of  diWding  total  cost  increases  into  FTES  costs.  Furthermore, 
the  salaiw  component  is  structured  differently  and  of  a lower  weight 
compared  to  nqh-salary  costs  than  is  the  case  in  the  Instructional 
account.  If  we  disregard  the  addition  of  new  plant^  the  Operations  and 
Maintenance  component  offers  classical  opportunities  for  declining  unit 
costs  as  enrollments , increase  within  capacity  limitatons.  Here  we  are 
dealing  with  fixed  cost  component  which  jproduces  a declining  cost 
curve  per  FTES  until  new.  plant  is  added!.  To.  the  extent  to  wliich 
colleges  must  increase  their  plant  (and  equipment) , the  unit  cost  reduc- 
tion effect  can  only  be  realized  by  means  of  larger  enrollments. 
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In  all  three  major  accounts,  therefore,  economies  can  be  effected 
from  the  full  utilisation  of  given  capacity  to  an  increasing  extent  as 
we  move  from  the  Instructional,  to  the  Administrative,  and  finally  to 
the  Operations  and  Maintenance  account.  As  new  indivisibilities  are 
added  the  temptation  eadsts  for  some  degree  of  enrollment  escalation 
in  order  to  soften  the  FTES  cost  effect. 

It  is  useful  to  distinguish  between  short  run  and  long  run  limits 
on  enrollment  growth.  In  the  short  run  we  operate  within  given 
indivisibilities.  In  the  long  run  we  add  new  fixed  inputs  wMch  entail 
their  own  respective  enrolment  eff^ts  based  on  full  utilization  of 
existing  plus  new  capacity.  It  is  this  latter  instance  which  leads  us 
directly  to  our  concern  about  appropriate  public  policy  on  behalf  of 
private  higher  education. 

If  there  is  value  in  smallness,  by  whatever  definition,  enrollment 
growth  cannot  be  encouraged  indefinitely.  But  we  do  not  wish  to  sng- 

fest  that  enrollment  growth  should  be  actively  discouraged,  either, 
'inancial  aid,  we  believe,  should  be  appropriate  to  the  financial  prob- 
lem faced  by  each  college  in  its  own  right. 

When  the  college  wim  smaller  enrollment  growth  must  pass  on  to 
the  student  (or  as  FTES  cost)  the  bulk  of  the  total  marginal  cost,  its 
tuition  inflation  is  potentially  steeper.  It  is  therefore  running  more 
quickly  into  the  problem  of  pricing  itself  out  of  its  traditional  market. 
We  would  argue  that  the  school  with  stable  enrollment  may  have  a 
more  serious  financial  need  than  the  school  with  rapid  enrollment 
growth,  other  things  being  equal. 

One  problem  which  all  colleges  seem  to  have  in  common  is  their 
perennial  need  to  upgrade  and  enlarge  their  services.  In  some  instancy 
this  may  mean  plant,  in  others — and  more  often  we  suspect — it  will 
mean  program  improvement.  We  therefore  would  favor  a program- 
centered  rather  than  an  enrollment-centered  financial  support  program 
for  private  higher  education. 

2.  The  Student  Aid  Di^viension 

So  far  we  have  avoided  bringing  up  the  matter  of  Student  Aid  ex- 
pense and  have  limited  our  discussion  to  the  Educational  and  General 
account.  The  need  for  massive  uncovered  Student  Aid  subsidies  modi- 
fies our  preceding  argument  substantially. 

Instead  of  a cost  advantage  resulting  from  the  full  exploitation  of 
capacity  (and  assuming  that  the  fundamental  educational  philosophy 
is  in  no  way  violated),  the  Student  Aid  dimension  wB  prod/uce  a sig- 
niiicant  cost  disadvantage^  particularly  for  colleges  with  relatively 
more  rapid  enrollment  growtn.  Thus  the  Student  Aid  effect  illustrated 
in  Table  3.C.  and  on  Graphs  2A.  and  2.B  produces  not  only  higher 
FTES  costs  than  would  prevail  without  the  subsidy,  but  actually  may 
have  accelerated  the  FTES  cost  inci^ases  and  with  them  private  college 
tuition  inflation.  In  so  doing,  the  private  college  has  acted  as  an  agency 
collecting  a transfer  tax  from  rich  students  to  be  able  to  pay  the  Stu- 
dent Aid  subsidy  to  the  needy  students.  In  a vicious  circle  the  gap  be- 
tween private  and  public  student  charges  has  thus  been  widening  with 
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the  major  effect  of  creating  a financial  crisis  for  most  private  colleges 
in  our  sample. 

There  appears  to  be  some  light  at  the  end  of  the  tunnel,  though.  As 
we  are  accepting  the  principle  whereby  Student  Aid  is  fundamentally 
seen  as  a social  benefit,  we  are  developing  social  Student  Aid  programs. 
These  have  significantly  eased  the  financial  burdens  in  those  States 
which  to  date  nave  enacted  appropriate  legislation.  A major  problem, 
however^  is  the  emphasis  which  most  of  the  legislation  puts  on  keeping 
the  subsidies  within  the  State.  There  are  some  notable  exceptions,  but 
the  overwhelming  long  range  effect  may  well  be  a concentration  of 
enrollments  for  each  college  .from  within  its  own  state,  thus  calling 
into  question  our  interstate  character  of  private  higher  education. 
Therefore,  we  see  a need  for  a Student  Aid  subsidy  program  which 
counteracts  and  supplements  the  various  State  efforts  with  the  ultimate 
aim  of  freeing  the  private  collie  entirely  from  having  to  make  up  any 
unfunded  or  uncovered  Student  Aid  subsidy.  Over  the  long  pull  such 
a general  approach— which  the  G.I.  Bill  of  Eights  fulfilled  admir- 
ably— would  bring  a fundamental  balance  into  the  financing  of  the 
operations  of  private  institutions  of  higher  education. 
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Sources  of  Economies  of  Scale  in  Universities 

Ferdinand  K.  Levy* 

INTRODUCTION 

This  paper  outlines  approaches  to  realizing  various  economies  of 
scale  in  the  growth  of  institutions  of  higher  education.  We  begin  with 
a discussion  of  the  difficulties  in  applying  economic  concepts  to  the 
operations  of  a university.  After  deciding  upon  useful  measures  of 
cost  and  output  for  our  analysis,  vpe  next  define  economy  of  scale  in 
terms  of  these  and  proceed  to  demonstrate  where  the^y  may  exist  in 
higher  education.  For  our  purposes,  it  is  convenient  to  divide  the  opera^ 
tions  of  a university  into  six  parts : teacliing,  research,  administration, 
acquisition  of  funds,  physical  facilities,  and  internal  services.  The 
paper  concludes  with  some  implications  of  the  analysis  for  the  design 
and  efficient  growth  of  colleges. 


ECONOMIC  CONCEPTS  APPLIED  TO  UNIVERSITIES 


Economists  have  traditionally  been  concerned  with  describing  and 
prescribing  the  behavior  of  profit  oriented  firms  and  governments  and 
until  recently  have  paid  little  attention  to  non-profit  directed  entities 
such  as  charitable,  religious,  educational,  medical,  and  philanthropic 
organizations.  Two  major  reasons  may  account  for  this.  First,  until  the 
end  of  World  War  II,  these  organizations  really  were  not  that  im- 
portant in  an  economic  sense  in  the  United  States  economy.  That  is, 
they  had  no  si^ificant  effect  upon  the  allocation  of  resources  within 
the  economy.  Perhaps  not  a good  excuse  but  equally  as  important  as 
the  first  reason  is  the  fact  that  the  typical  analysis  of  firms  found  in 
conventional  economics  was  difficult,  if  not  impossible,  to  apply  to 
non-profit  entities. 

Obviousfly  the  phenomenal  growth  of  non-profits  in  the  last  ten 
years  ^ negates  the  first  reason,  and  many  good  studies  and  sum- 
maries ^ of  these  institutions  are  finding  their  way  into  the  literature 
of  economics.  More  imp’oitaritly,  economists  have  begun  to  apply  quite 
successfully  the  traditiohal  Economic  tools  of  marginal  analysis  to 


♦The  author  is  Professor  of  Eeonomies,  Riee  University,  This  research  was 
supported  in  part  by  the  National  Seienee  Foundation  Grant  GU-1153  to  Riee 
University. 

good  ^ide  to  this  growth  of  non-proflts  and  their  import  on  the  American  economy 
is  found  in  Ginzburg,  B.,  D.  Helstand  and  B.  Reubens,  The  Pluralistio  Economy,  New  York  : 
McGraw-Hill  Book  Company,  Inc.,  1966.  ’ . 

« An  exc^ent  example  of  the  current  state  of  general  economic  research  on  education  Is 
Blaug,  M.,  Ed.,  Bconomfca  0/ Bdiicfltionj  Middlesex Penguin  Books;  1968. 
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hospitals  ^ and  universities  and  thus  economics  is  proving  itself 
flexible  enough  to  encompass  all  types  of  concerns. 

The  major  difficulty  m applying  the  economy  of  scale  ® concept  to 
higher  education  is  measuring  the  outputs  of  those  institutions.  First, 
with  regard  to  numbers. of  students  emerging  from  colleges,  we  note 
that  there  are  differences  in  the  types  of  education  they  receive.  For 
example,  there  may  be  large  economies  of  scale  in  producing  teachers  of 
English  but  not  as  many  in  producing  physicians  or  engineers  or  large 
economies  of  scale  in  undergraduate  education,  but  not  in  graduate 
training. 

A second  obvious  difficulty  is  measuring  the  research  output  of  uni- 
versities. Here  the  problem  is  almost  insurmountable,  as  the  number  of 
research  reports  published  by  a college  is  not  necessarily  indicative  of 
their  value  or  worth.  In  more  economic  terms,  it  is  nigh  impossible  to 
combine  reseamh  reports  into  a meaningful  single  measure  or  index. 

If  a conventional  firm  has  a diversity  of  outputs,  we  usually  aggre- 
gate these  in  “value  added”  terms.®  This  aggi’egation  is  also  iiapossible 
to  assimilate  into  the  analysis  of  a university.  To  see  this,  consider  an 
engineering  student  who  will  make  an  average  salary  of  $20,000  per 
year  for  twenty  years  upon  graduation.  If  he  had  not  gone  to  college, 
he  might  have  made  an  average  salap^  of  $15,000  for  those, twenty 
years.  Thus  the  total  value  added  for  this  student  is  the  discounted  pres- 
ent value  of  $5,000  per  year  for  the  next  twenty  years.  The  rate  of 
value  added  is  this  discounted  p^ent  value  divided  by  the  cost  of 
educating  this  particular  engineering  student.  Conceptually  then,  it  is 
simple  to  measure  the  rate  of  value  added  on  student  output.  In  prac- 
tice though,  ignorance  of  the  comparative  salaries  over  the  working 
lifetime  of  the  student  coupled  with  not  knowing  the  appropriate  dis- 
count rate  to  employ  make  such  calculations  meaningless. 

It  should  be  equally  obvious  that  trying  to  apply  value  added  meas- 
ures to  research  in  terms  of  increases  in  worth  of  Knowledge  or  produc- 
tive potential  of  the  economy  leads  to  the  same  problems  of  measure- 
ment. Thus,  we  are  left  attempting  to  identify  economies  of  scale  in 
the  higher  education  process  without  any  meanmgful  method  of  meas- 
uring its  output.  , 

We  circumvent  this  problem  here  in  two  ways.  In  reference  to  re- 
search output,  we  shall  make  no  distinctions  regarding  quality.  That  is, 
we  shall  speak  of  research  output  in  terms  of  numbers  of  papers  and 
not  in  terms,  except  in  one  or, two  instances,  of  their  significance.  When 
we  speak  of  economies,  of  scale  in  student  output,,  we  shall  be  specific 
and  talk  about  numbers  of  students  either  in  general  or  with  reference 
to  one  type  of  student,  e.g.,  .graduate,  or,  undei^raduate.  engineering 

* See  for  example  Davis,  K„  An  Economic  Theory  of  Behavior  in  Non-Profit  Private 
JTospifoZs,  UnpiibllRhed  Doctoral  Dissertation.  Rice  University,  190^  „ « . i 

*Levy,  F.  K.,  ^Economic  Analysis  of  Non-Profit  Institutions — The  Case  of  the  Private 
Uni ver slty, P«h»c  Choice,  Spring,  1968. *  *.'  u 

c Economists  generally  denne  an  economy  of  scale  in  a long  run  sense  to  be  a greater 
than  proportionate  Increase  in  the  rate- of  output  giyen  a. pronortionar increase  in  aW 
Inputs.  This  may  arise  from  increased  specialization  of  the  factors  and  hence  increased 
efficiency  or  perhaps  from  a reduction  In  waste.  These,  economies  cannot  exist  over  all 
ranges  of  production,  for  at  some,  point  the  diseconomies  of  controlling  and  coordinating 

the  larger  production  process  outweightthe  economies  of  specialization. 

fl  To  understand  the  “value  added^’  concept,  consider  a firm  producing  two  products 
A and  B.  Suppose  A sells  for  $10  per  unit  and  B for  $100  per  nnit.  If  th e n r ni  can  prince 
two  A’s  and  one  B from  .$100  worth  of  im)ut.  ite  total  value  added  Is  *?20  that  i^s.  2X$10 
for  A plus  1X$100  for  B minus  $100.  Equivalently,  its  rate  of  value  added  is  $.20  for 
each  dollar  of  Input, 


or  medical,  etc.  Nevertheless,'  putting  the;  scope  of  this  measurement 
problem  outside  this  paper  by  no  means  eliminates  the  urgent  need  for- 
looking  intbit/ 

THE  TEACmNG  FUNCTION 

Instructional  expense  generally  comprises  more  than  sixty  ^percent 
of  most  colleges^  budgets.®  Obviously  any  reduction  in  teaching  cost 
per  student  should  effect  significant  economies  of  scale.  For  our  analy- 
sis in  this  section,  we  shall  regard  all  students  as  homogeneous  and 
consider  output  as  the  number  of  students  graduated  per  year.®  As 
student  bodies  enlarge,, economies  of  scale  in  teaching  may  arise  from 
any  of  the  following  three  sources ; 

fl)  Increases  in  the  student-teacher  ratio. 

(2)  Increases  in  the  number  of  students,  enrolled  in  any  one 
program. 

(3)  Increases  in  a college’s  potential  to  use  mass  teaching 
devices. 

We  . examine  these  sequentially.  ^ ^ ^ . . 

If  the  number  of  students  in  a university  can  increase  without  caus- 
ing a proportionate  increase  in  the  institution’s -teaching  staff,  a sig- 
nificant economy  of  scale  will  arise.  The  problem  here,  of  course,  is  that 
often  there. is  a tendency  to  eciuate  low  student-faculty  ratios  with  high 
quality  education.  The  existence  of  this  relationship  is  open  to  serious 
doubts.  In  f act^  Herbert  Simon,  a member  of  the  current  President’s 
Science  Advisory  Council  has  succinctly  summarized  them  in  the  fol- 
rowing passage : - : ’ 

There  is  no  evidence  that  sTnall  classes  provide  a superior  learn- 
ing environment,  I have  already  pointed  out  the  budgetary  im- 
portance of  the  class-size  issue.  Theoretically,  one  can  point  to  the 
greater  opportunity  for  providing  feedback  in  the  small  class. 
One  can  also  point,  per  contra,  to  its  encouraging  the  student  to 
dep^end  on  knowledge  of  results  provided  by  the  teacher. 

Fuither,  counterpqsing  small  class  against  large  class  does  not 
really  define  a sharp  issue  in  learning  desim ; IVliat  goes  on  in  the 
small  .class?' ‘in  the  large  class ^ Above  iuli  'w^  is  the  student 
doingi  what  is  he  attending  to,  thinking  of?  When  we  have  de- 
' signed  classroom  processes  carefully  enough  so  that  we  can  answer 

; que^ibhs  like  thes^  it  will  be  time  enough  to  reintroduce  class; 
sizeas.ayariajbie;^®^  / . ' / ■ j . 

Increased  grMihg  requirements,  availability  of  facilities  for  large 
classes,  and  counseling  time  by  individual  instructors  wi^^  bbviotislv 
cause  some  rises  in  expense  as  the,  s)ze  of  the  student  body  is  enlarged. 

What  is  important  here,  though,  is  that  at  present  there  is  hardly 
any  evidence  pro,  or  con  which  points  out,  that  the  quality  o.f, education 
diminishes  as  the* s individual  classes  mcreases..  Quite  to  the. 

■7'Cf.  Df  uJsonvB..  THe  Sources  of  Economic  Growtli' in' tlVe  Vnited  sia^^  Aiterhn^ 

fives  Before  Vs^  New  York:  Committee  for  Economic  Development,  SiippIement«ry~Pnn**r-^ 
No.  13.  I9fl2,  for  nn  apgre;rate  mensure  of  the  worth  of  education  in  general  for ,onlia living 
the  grow.th,of.the  U.S..EcoriiQmy./o  .r.  tj-.V-". 

' ®’Mushkin;  S. : (Ed.) , Econbwtcg'o/; Higher  Eiludaiion,  WaBhlngton  ;,Qovfirnmen,t,I?.riutlng •' 
offlcp.  1002, ,,  ^ ~i  ' 

® Of  course;,  some  students  will  never •gradUateVDur.'ImpUclt/aBsumptioh  ls‘,.tlia*t  tlie  fate^ 

Of  attrition  Is'ihvhrlnht  with  the  rate  of  students  euterlrig  college.  ‘ ‘ ■ • • - 

Simon.  H.  A.,  “The  Joh  of  a College  President”,  The  Educational  Record,  Winter, 
1067,  p.  75. 
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contrary  is  the  idea  that  them  might  make  the  more  dis- 

tinguished prof^ors  available  to  a larger  group  of  students  and  gi\^e 
the  students  a wider  variety  of  teachers,  both  of  which  should  enhance 
their  education. 

The  best  way  to  see  the  s^ond  point  above,  namely  increases  in  the 
number  of  students  enrolled  in  any  one  program  is  through  an  example. 
At  jjresent  in  Houston,  there  are  two  state  supported  law  schools 
within  five  hundred  yards  of  each  other  and  two  medical  schools 
within  five  hundred  feet  of  one  another.  Aside  from  the  obvious  econ- 
omies of  combining  the  student  bodies  in  each  and  having  larger  classes 
and  eliminating  one  set  of  laboratory  or  library  facilities,^^  there  is 
another  more  subtle  economy  to  be  realized. 

Much  faculty  time  is  devoted  to  devising  distinctive  programs  of 
instruction  or  curricula  in  any  given  field  of  study.  At  present,  there 
is  hardly  any  standardization  in  curricula  for  any  given  type  of  edu- 
cation.^2  Enlarging  the  number  of  students  in  any  one  course  either 
by  gi’owth  in  student  bodies  or  combining  student  bodies  from  separate 
adjacent  colleges  would  tend  to  decrease  the  cost  per  student  of  pro- 
viding his  course  of  study.^®  There  are  obviously  more  significant 
economies  in  doing  this  in  fast  changing  fields,  such -as  engmeering, 
science,  business,  etc.  than  in  the  more  slowly  changing  ones  found  m 
the  liberal  arts. 

Many  colleges  currently  take  advantage  of  new  technologies  in 
teaching.  Taped  or  televised  lectures  and  so-called  automatic  teaching 
machines  are  the  most  prominent  of  these.  The  ideas  that  all  of  these 
various  devices  have  in  common  are  the  teacher’s  presence  (before 
every  student)  is  not  required  and  the  student  is  able  to  learn  at  his 
own  pace.  These  methods  make  two  large  economies  available.  First 
they  reduce  the  teacher-student  ratio  but  perhaps  more  important, 
they  force  the  instructors  who  compose  the  programs  for  them  to  spend 
more  time  studying  the  learning  process,  per  se,  and  thus  they  may 
serve  to  enhance  the  students’  education  through  improved  teaching. 

The  problem,  naturally,  is  that  there  needs  to  be;  a heavy  fixed 
investment  in  both  hardware  and  software,  i.e.,  preparing  programs 
and  tapes,  by  a university  which  wishes,  to  take  advantage  of  this  new 
technology.  As  the  number  of  students  enrolled  in  any  course  or 
program  increases,  the  cost  j>er  student  of  preparing  software  de- 
creases. Whether  it  is  economlcal  to  use  the  devices  depends  upon  a 
comparison  of  costs  of  these  versus  the  cost  of  the  conventional  classes. 
The  relevant  parameters  in  the  comparison  would  seem  to  be  the 
number  of  students  and  as  before,  the  rapidity  with  which  the  field 
being  programmed  changes. 

EESEAECH 

It  is  convenient  for  our  analysis, to  d^ne  research  output  as  additions 
to  knowledge  evidenced  by  publication  of  results  of  investigations. 
The  principal  costs  associated  with  research  consist  of  the  faculty 

^Cf.  below. 

^Professional  societies  or.  accrediting  bodies  usually  give  minimum  reQuirements,  but 
over  spelr out  the  details  of  more  than  thirty  percent  of  a program’s  curriculum. 

“ For  a good  summary  of  a "program"  as  an  economic  tactor  of  production,  see  Simon, 
H.  A.,  "Programs  as  Factors  of  Production",  qoK/omia  >afanopemcrtf  Review,  1067. 
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researcher’s  time,  his  assistants’  time,  and  tlie  need  for  facilities,  either 
library  laboratory,  or  fiold.  When  we  consider  economies  of  scale  m 
researcii,  we  refer  to  increases  in  its  output  without  corresponding 
proportionate  increases  in  cost.  ^ n n i 

Firet  regard  research  in  a field  as  solving  problems  of  a particular 
type.”  ^he  literature  in  group  problem  . olving  would  suggest  that 
as  the  number  of  persons  working  on  the  problem  increases,  the  prob- 
ability that  a satisfactory  solution  will  be  reached  increases  at  an  even 
faster  rate.^®  It  would  seem  reasonable  to  suppose  that  as  faculty  and 
student  bodies  grow  at  a college,  both  the  amount  and.  qiialiiy  of  re- 
search output  should  also  rise.  More  pertinent  perhaps  is  the  idea  that 
as  the  -lumfe  of  faculty  in  a particular  academic  department  increases, 
the  diversity  of  points  of  viev.’  brought  to  bear  on  a given  problem 
should  significanfly  alter  the  probability  of  obtaining  a solution  to  it.” 
It  should  be  apparent  that  specialized  equipment  which  is  used  at  less 
than  capacity  in  research  would  be  available  to  added  faculty  caused 
by  the  growth  of  a university.  The  same  thought  also  applies  to  li- 
braries. , , , , I 1 4. 

The  mass  teaching  devices  referred  to  above  would  also  serve  to  en- 
hance the  quality  and  quantity  of  research  output.  Basic  courses  or 
principles  in  any  given  field  taught  using  these  would  free  profes- 
sorial time  for  research.  Further,  as  these  methods  are  usually  de- 
signed so  that  students  can  learn  at  their  individual  speeds,  they 
should  also  give  students  more  time  to  enjoy  activity  with  fa^ty 
in  research  and  thus  add  to  the  supply  of  research  assistants.  This, 
of  conrso,  is  oc|un.lly  fis  tru6  the  undergraduEite  level  as  at  the 
graduate. 

ADMINISTRATION 


There  are  several  economies  of  scale  to  be  realized  in  specialization  of 
administrative  functions.  The  most  obvious  of  these  is  in  establishing 
a group  to  help  professors  write  research  and  grant  proposals.  _At 
present,  a great  amount  of  faculty  time  is  consumed  in  preparing 
grant  applications;  as  faculty  size  grows,  it  becomes  enonomical  for 
colleges  to  help  them  in  this  endeavor  and  freetlieir  time  for  additional 
research  or  teaching.”  i.  , • . 

On  a more  general  level,  larger  universities  can  support  both  internal 
administrators,  i.e.,  those  who  handle  academic  policy,  students,  fac- 
ulty and  the  internal  finances  of  the  college,^  and  external  executives, 
those  who  are  concerned  with  the  relationship  of  the  uuivei'sity  with 
its  environment  particularly  in  fund  raising  and  community  assist- 


14  “Problem”  here  means  one  In  which  there  either  Is  no  single  answer,  as  contrasted 
to  an  arithmetic  problem  In  which  there  Is  only  one  right  answer,  or  there  Is  no  certainty 

^^u^por  e^m^le,  sw^aper  by  R.  Bales  Im  Macoby,  B.  et  al.,  Rcodinos  in  Social  Psychology, 
New  York : McQraw«Hlll  Book  Company,  Ine..  1901.  ^ * i.  - 

MThe  argument  between  parallel  and  collective  research  found  In  the  Department  of 
Defense  Is  whether  two  competing  groups  of  three  persons  each  can  solve  a problem  better 
than  a single  group  of  six.  The  question  here  Is  whether  six  people  can  solve  either 
nronortionately  more  problems  or  a single  problem  better  than  three  persons.  ^ ^ 
wsome  nnlversltles;  e.g.,  Stanford,  MIT,  which  have  laroe  external  support  dnd  It 
advantageous  to  have  an  administrative  staff  member  In  Washington  to  expedite  pro* 
posals  and  to  keep  the  faculty  Informed  on  sources  of  funds. 
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aiice.  The  smaller  university’s  executives  must  be  able  to  deal  with  all 
facets  of  the  institution’s  operations  and  thus  could  not  have  the  ex- 
pertise in  any  one  phase  that  a specialist  possesses.  Further,  most  col- 
legesj  whether  privately  or  publicly  suppoi'ted,  have  ruling  boards  of 
ipgents  or  trustees.  Combining  smaller  schools  into  larger,  more  spe- 
cialized ones  would  eliminate  some  of  the  less  interested  or  less  capable 
members  of  the  boards. 

Since  the  advent  of  electronic  data  processing,  the  internal  account- 
ing procedures’  cost  does  not  grow  commensurately  with  the  size  of 
any  institution.  Larger  schools  using  this  equipment  can  effect  signif- 
icant cost  savings  on  a per  student  basis.  The  same  conclusion  holds  for 
service  personnel,  purchasing,  and  inventory  control  procedures.  As 
before  then^  increased  size  enables  a college  to  take  advantage  of  per- 
sonnel specialization  and  the  newer  mass  data  handling  equipment. 


ACQUISITION  OF  FUNDS 


At  present,  similar  schools  in  an  area,  whether  state  suppoif:ed  or 
private,  compete  for  external  funds  from  state  legislatures  and  the 
general  public.  Most  states  have  set  up  coordinating  boards  to  control . 
the  allocation  of  public  monies  into  higher  education.  Yet  the  political 
process  with  its  ^ographically  chosen  representatives  practically  as- 
sure that  there  will  be  costly  duplication  of  facilities  and  programs.^® 

Most  private  schools  are  finding  it  necessary  both  to  conduct  periodic 
capital  campaigns  and  more  importantly  to  secure- funds  to  meet  cur- 
rent budget  requirements.  As  these  institutions  grow  and  as  rising  tui- . 
tiqn  and  income  from  endowments  lag  behind  costs,  these  general  fund 
drives  should  become  even  more  frequent. 

The  huge  waste  in  fund  raising  that  could  be  overcome  by  specializa- 
tion of  schools  is  the  competition  in  fund  raising.  Rather  than  have, 
for  example,  three  state  supported  engineering  schools  compete  for 
state  funds,  it  would  seem  more  sensible  to  have  a single  engineering 
school  with  the  economies  of  scale  alluded  to  above  as  a single  recipient 
of  these  funds.  Further,  rather  than  have  four  or  five  private  schools 
in  an  area  set  up  administrative  organizations  to  collect  external 
funds,  it  would  be  more  economical  to  follow  the  lead  of  the  United 
Funds  or  the  United  N^ro  College  Fund  and  aggregately  conduct 
drives  for  support.  There  might  be  reasons  for  individual  alumni  fund 
drives,  but  there  would  seem  to  be  hardly  any  excuses  for  soliciting  the 
general  public  and  large  corporations  on  any  other  than  a collective 
basis.  The  major  fault  of  solicitation  oh  an  individual  basis  is  that  it 
gives  the  huge  donors,  as  for  example,  the  large  foundations,  a major 
role  in  determining  which  colleges  will  flourish  and  which  will  wither, 
a decision  which  is  better  left  to  students,  faculty,  and  thistees. 


« There  Is  Ijrosently  a move  In  Texas  to  establish  teaching  hospital  facilities  and  a 
I"  Technological  College  and  the  State’s  present 

1 Smith.  Perhaps  iTeps.  needs  more  medical  schools,  but  I am  quite' 

confident  that  enlarging  the  already  existing  ones  would  be  a more  economical  method  of 
providing  them  rather  than  adding  new  ones,  . ■ . 

Or  of  the  same  religious  denomination.  • ; : 
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PHYSICAI^  FACILITIES 

It  has  been  estimated  that  during  the  academic  year  classroom  and 
laboratory  facilities  are  used  at  less  tlian  forty  percent  of  capacity.^® 
There  are  a variety  of  reasons  w'hich  may  account  for  this : 

(11  Some  faciliti^,  e^.^  laboratories,  may  be  quite  specialized. 

(2)  Inflexibilities  or  rigidities  in  the  way  classes  are  scheduled,  e.g., 
no  labs  at  night,  no  eight  ^clock  classes  for  particular  faculty,  etc. 

(3)  The  diversity  of  different  size  classes  requiring  some  large  lec- 
ture rooms,  some  seminar  rooms,  etc. 

It  should  be  apparent  from  the  foregoing  that  gro^vth  in  the  physi- 
cal facilities  of  a university  does  not  have  to  be  as  fast  as  the  rate  of 
increase  in  the  student  body.  Moreover,  what  is  needed  is  some  change 
in  the  inflexibilities  regarding  tlieir  use.  The  idea  of  a 7:30  AM  to 
5 :30  PM  day  for  facilities  can  easily  be  changed ; after  all,  large  city 
universities  use  their  facilities  for  students  who  are  employed  during 
the  day.  Some  complete  study  is  needed  of  the  trimester  system,  where 
the  facilities  of  a university  could  be  more  fully  utilized  during  the 
summer  months. 

There  is  at  present  a study  underway  to  design  so-called  flexible 
classrooms  which  by  use  of  partitions  can  be  changed  from  large  lec- 
ture rooms  to  small  seminars.  Preliminary  results  frorii  the  study 
show  that  this  new  flexible  construction  costs  only  five  percent  more 
than  conventional  buildings. 

There  would  seem  to  be  little  economies  of  scale  in  housing  students. 
The  exception,  of  course,  is  to  use  the  faciliti^  for  a complete  year 
rather  than  only  nine  months.  Smaller  .dormitory’  units  seem  to  be 
preferred  by  students,  especially  at  large  universities,  as  a means  of 
fuithering  interpersonal  relationships  with  other  students. 


INTERNAL  SERVICES 

For  our  purposes,  internal  services  are  classified  as,  libraries,  com- 
puter centers,  intramural.  programSj  etc.*  The  largest  part  of  the  cost 
of  these  is  borne;  by  the  first,  two.  As  stated  above,  libraries  are  sub- 
ject to  increasing  returns  to  scale,  and  as  is  well,  known,  modern  in- 
formation retrieval  technology  has  helped  to  pro^’^e  that  a few  large 
central  depository  libraries  are  more  efficient  and  economical  than  a 
scattering  of  smaller  libraries  in  a region. 

Larger  universities  are  able  to  justify  the  faster  larger  computers. 
As  has  been  well  documented,-^  the  large  computers,  even  tliough  bear- 
ing a heavy  rental  or  purchase  price,  have  a lower  cost  per  calculation 
than  smaller  scale  ones.  Moreover^  the  large  computer  is  more  flexible 
in  the  types  of  calculations  that  it  can  perform  and  the  types  of  in- 
struction that  it  can  be  used  to  assist  in. 


=®MushkIn,  S.,  op,  cit.  Tlie  figure  refers  to  room  and  not  seat  eapaelty. 

8*  “Feasibility  Study  Report:  A Building  System  for  Academic  Buildings  for  Indiana 
University  and  the  University  of  California”,  Building  Systems  Development,  Ine., 
May,  1067. 

83 /bid.,  pp.  47  et  seq, 

“ Sprowis,  C.,  Computers — A Progntmming  Problem  Approach,  Now  York : Harper  and 
Row.  1060. 
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SOME  IMPLICATIONS 

This  is  a background  paper  designed  to  show  where  economies  of 
scale  may  exist  in  institutions  of  hi^er  education.  It  suffers  from  lack 
of  both  a complete  economic  analysis  of  each  of  the  potential  econo- 
mies discussed  and  data.  An  obvious  implication  thus  is  a need  to  col- 
lect data  to  see  actual  costs  of  large  versus  small  colleges. 

If  the  ideas  set  forth  in  the  paper  are  correct,  the  following  policies 
for  planning  the  growth  of  higher  education  in  the  Unitecf  States 
would  seem  appropriate : 

1,  Sin^e  rather  than  multiple  professional  schools  in  an  area.  By 
profoffiional  school,  we  mean  law,  medicine,  engineering,  business, 
dental,  social  work,  etc.  Having  more  than  one  of  these  schools 
in  a particular  region  involves  expensive  duplication  of  facilities, 
libraries,  etc,  in  addition  to  furthering  competition  for  funds, 
faculty,  and  students.  It  would  seem  reasonable  to  suppose  that 
providmg  travel  expense  to  students  from  their  home  to  a distant 
school  in  the  region  would  be  cheaper  than  a provision  for  multiple 
professional  schools  in  the  area.  In  addition,  by  having  larger 
units  of  these  types  of  schools,  the  research  output  should  increase 
and  be  of  higher  quality.  The  only  type  of  multiple  schools  for  a 
state  or  region  would  appear  to  be  the  two  or  four  year  liberal 
arts  college. 

2,  A complete  investigation  of  the  learning  process  with  em- 
phasis on  class  size.  Do  smaller  classes  enhance  the  learning  pro- 
cess Do  larger  classes  “depersonalize”  a student’s  education  and 
detract  from  his  learning  process?  At  present,  there  is  hardly 
any  evidence  on  these  points,  but  as  shown  above  there  are  signifi- 
cant economies  in  large  classes.  What  is  needed  now  it  to  find  out 
whether  the  dise^nomies  of  them  in  the  learning  process  out- 
weigh the  economies. 

3,  The  establishment  of  large  central  libraries  and  computer 
centers  connected  via  telephone  lines  to  the  colleges  in  a geo- 
graphical area. 

The  adoption  of  the  above  ideas  would  not  only  make  the  educa- 
tional cost  per  student  lower,  but  should  also  serve  to  help  granting 
fund  research  proposals  with  less  arbiti*ariness  and  more 

efficiency. 
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The  Changing  Structure  of  American  Institutions 
of  Higher  Education 

Ralph  W.  Tyler^ 

BACKGROUND 

Most  changes  that  have  taken  place  in  American  institutions  of 
higlier  education  have  been  responses  to  changes  in  the  larger  society 
and  can  be  more  adequately  understood  against  this  background.  Until 
the  Second  World  War  die  effects  of  science  and  technology  on  the 
economy  and  particularly  on  the  composition  of  the  labor  force  were 
in  limited  sectors  and  resulted  in  gradual  adjustments,  Ilte  coloiiial 
colleges  and  universities  made  few  modifications  of  the  institutions 
adapted  from  England  that  prepared  their  students  for  the  occupa- 
tional, social  and  political  elite.  Tlie  students  were  largely  drawn  from 
the  upper-middle  and  upper  classes  of  American  society  although 
a few  young  men  from  lower  social  and  educational  backgrounds 
were  able  to  gain  enrolment  and  help  to  provide  a reasonable  degree 
of  social  mobility  in  the  society.  As  the  country  began  to  develop  in- 
dustry, commercial  farming  and  transportation  systems  the  need  was 
felt  for  a marked  increase  in  the  numbers  of  those  prepared  for  leader- 
ship and  technical  roles  in  these  fields  and  for  the  service  professions 
that  grew  with  industrial  expansion,  namely,  law  and  medicine. 

The  existing  colleges  were  largely  unresponsive  to  the  requests  from 
the  growing  agriculture  and  mechanical  classes  to  enrol  tlieir  children 
and  to  give  attention  to  tlie  substance  of  their  needs.  The  common  i*eply 
to  these  pressures  was,  “Your  young  people  are  hot  college  material. 
They  don’t  even  have  a command  of  Latin  and  Greek.  Furthermore, 
science,  engineering  and  agriculture  are  vocational  subjects  unfit  for 
college  study,” 

Tlie  upshot  of  this  conflict  was  the  passage  by  the  Congress  in  1862 
of  the  Morrill  Act,  which  offered  Federal  land  to  every  state  that  would 
establish  a college  “to  serve  the  agricultural  and  mechanical  classes.” 
Thus  the  Land  Grant  Colleges  were  founded,  not  through  internal 
reform  but  by  the  use  of  Federal  inducements. 

Since  the  turn  of  the  century  the  applications  of  science  and  tech- 
nology to  agriculture,  industry,  business,  national  defense  and  the 
health  services  have  been  changing  the  composition  of  the  U,.S.  labor 
force  profoundly.  In  1900, 38  percent  of  the  labor  force  was  engaged  in 
agi*i culture,  now  less  than  7 percent.  Another  23'  percent  was  engaged  in 
non-farm  unslnlled  labor,  now  only  5 percent.  As  this  century  began, 
about  60,  per  cent  of  the  U,S,  labor  force  had  had  little  or  no  education 
or  training.  Now,  less  than  10  percent  of  the  jobs  available  are  filled 

♦The  author  is  Director  Emeritus,  Center  for  Advanced  Study  in  Behavioral 
■Sciences,  -m  ^ ‘ ‘ , 
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by  those  with  little  or  no  education  or  training.  Education  has  become 
a necessity  for  almost  everyone  if  he  is  to  participate  constructively 

in  the  American  economy.  . . , , , 

Wliile  technology  has  brought  about  great  reductions  in  the  dcmancl 
for  unskilled  labor,  the  occupations  in  Avliich  there  is  the  greatest  in- 
crease in  demand  are  those  which  require  po^-high.  school  education, 
namely,  in  the  health  services,  educational  services,  recreation  services, 
social  services,  science,  engineering,  accounting  and  administration.  In 
a century,  our  economy  has  made  overwhelming  shifts,  In  1860, 80  per- 
cent of  tile  U.S.  labor  force  was  engaged  in  producing  and  distributing 
material  goods  and  only  20  percent  in  providing  for  our  nonmaterial 
demands.  In  1960, 45  percent  of  the  labor  force  was  engaged  in  produc- 
ing and  distributing  material  goods  and  55  percent  Avas  furnishing 
nonmaterial  seiwices.  Last  year  the  figures  Avere  40  percent  and  60.  per- 
cent. The  United  States  is  the  first  nation  to  have  developed  technology 
to  a point  that  less  than  half  of  its^  labor  force  is  required  to  furnish 
material  goods,  thus  fleeing  a majority  of  its  members  to  meet- the 
demands  tor  health,  education,  recreation  and  welfare.  ^ 

These  changes  in  the  larger  society  have  been  reflected  in  the  increased 
enrollments  in  colleges  and  uniA^ersities.  At  the  turn  of  the  centiuy,  3 
percent  of  the  age  group  entered  college ; noAV  it  is  40  percent.  This  tre- 
mendous expansion  is  due  to  the  interaction  of  several  factors,  namely, 
the  labor  force  demand  for  college  graduates,  the  rising  aspirations  of 
the  American  people  as  they  see  the  opportimities  available  for  them 
and  their  children  that  are  contingent  on  college  education,  and  the  re- 
sponse of  public  and  private  sources  for  greatly  enlarged  support.  But, 
the  ideology  of  many  college  professors  and  administrators  still  reflects 
an  earlier  condition  and  the  result  is  both  inadequacy  in  fulfilling  the 
changing  mission  of  the  American  college  and  the  development  of  con- 
flict among  those  who  have  special  interests. 


CONFLICTING  VIEWS  AND  FORCES 

In  a society  in  which  most  people  are  unskilled  laborers,  only  a few 
are  needed  for  the  occupational,  social  and  political  elite.  Schools  and 
colleges  then  are  largely  soX’ting  and  selecting  agents  rather  than  edii- 
cationah  If  there  are  places  for  only  a few  people  at  the  top,  colleges 
concentrate  major  efforts  on  identifying  those  few,  enrolling  them, 
arranging  continuing  competition  to  select  the  winners  among  those 
feAv  and  finally  certifying,  with  appropriate  degrees,  those  who  have 
been  able  to  survive  this  sorting  procedui’e.  Em^iasis  is  given  to  ‘‘ad- 
mission standards,”  that  is,  to  admitting  only  those  already  able  to 
manipulate  the  system  and  get  good  grades.  Correspondingly,  the  sys- 
tem continues  to  fail  out  those  AAdiose  grades  are  lower  and  to  consider 
the  college  an  excellent  one  if  onlv  a few  survive.  Tests  and  examina- 
tions are  employed  to  sort  people  for  courses,  curricular  programs,  ad- 
mission to  gi*aduate  school  and  the  like.  The  examinations  are  designed 
to  measure  individual  differences,  that  is,  to  sort  out  individual  students 
so  as  to  place  them  in  the  top  group,  next  higher  group  and  so  on  down 
to  those  who  arc  ‘‘failures”  and  will  eventually  be  dismissed.  The  tests 
are  not  designed  or  used  to  appraise  individual  or  group  progress  in 
learning. 
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Our  society,  however,  has  developed  opportunities  for  many  people 
to  be  employed  in  technical,  professional,  managerial  and  service 
occupations.  The  functions  of  colleges  have  been  shifted  from  pri- 
marily sorting  and  selecting  only  a few  to  identifying  potential  talents 
of  many  sorts  and  furnishing  opportunities  for  these  talents  to  be 
actualized  through  education.  Kesearch  on  the  brain  and  in  behavioral 
genetics  indicates  that  the  learning  requirements  in  our  schools  and 
colleges  place  no  strain  on  the  basic  potential  of  the  vast  majority  of 
human  beings.  Colleges  would  not  be  attempting  an  impossible  task 
if  they  sought  to  help  all  students  learn  rather  than  to  serve  primarily 
as  a screening  and  sorting  institution.  But  to  perform  such  a function 
effectively  requires  a different  orientation  of  the  college  faculty.  The 
prestige  that  colleges  now  derive  from  admitting  only  the  top  group  of 
high  school. graduates  and  from  failing  out  a substantial  proportion  of 
them  will  have  to  be  replaced  by  pride  in  helping  students  to  learn.  This 
change  in  orientation  is  likely  to  take  place  only  where  external  pres- 
sures are  strong  enough  to  require  response  and  readjustment.^ 

This  readjustment  will  also  require  new  training  or  retraining  of 
college  teachers.  At  meseiit,  most  college  teaching  has  little  impact 
on  student  learning.  The  college  teacher  lectures,  but  does  not  show 
the  student  what  he  can  learn./ why  he  should  learn  it,  and  how  he 
can  learn. 

This  is  in  great  contrast  to  the  learning  of  sports,  the  use  of  appren- 
.tice  or  intern  experience  in  occupational  education,  or  the  informal 
learning  that  most  people  carry  on.  Wliat  students  now  leam  that  is 
relevant  to  the  college  curriculum  comes  through  their  ability  to 
books  and  other  published  materials,  their  use  of  other  students  and 
of  adults,  their  observations  and  their  btlier  out-of -class  experience. 
Hence,  students  who  come  from  backgrounds  where  family  or  friends 
are  actively  learning  are  more  likely  to  learn  that  which  the  college  is 
set  up  to  teach  than  students  from  other  backgrounds.  Few  college 
teachers  help  the  students  to  leavn  who  come  from  backgrounds  where 
no  one  has  been  to  college  and  the  learning  of  abstract  principles  and 
concepts  is  rare.  It  is  possible  for  teachers  to  aid  such  students  to 
learn,  but  this  generally  requires  the  use  of  procedures  not  now  com- 
monly used  or  known  by  college  faculty  members. 

A second  ideological  conflict  now  current  is  over  the  functions  of 
teaching  versus  research  in  higher  education  institutions.  For  more 
than  250  years  after  the  founding  of  the  first  American  college  there 
was  no  conflict  on  this  issue  because  colleges  were  not  engaged  in 
research.  The  Ph.  D.  program  of  German  universities  attracted  Ameri- 
can scholars  to  study  in  Germany  during  the  latter  half  of  the  19th 
century.  Then,  < in  1891,  three  universities  were  founded  that  gave 
major  emphasis  to  research,  Clark  University,  Johns  Hopkins  and  the 
University  of  Chicago.  Graduate  programs  and  ‘h'esearch  productiv- 
ity’’ of  the  faculties  became  increasingly  popular  after  the  First  World 
War  and  have  probably  reached  the  peak  of  prestige  at  this  time.  Tlie 
recent  emphasis  is  partly  due  to  the  recognition  of  the  extent  of 
dependence  of  the  U.S.  economy  and  national  security  upon  new 
knowledge  attained  through  research,  to  which  both  public  and  private 
agencies  have  been  generous  supporters.  ; 

iTie  “folklore”  of  the  scientific  and  scholarly  community  denies  the 
conflict  between  research  and  teaching.  Jt  alleges  that  an  active  re- 
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searcher  is  a better  teacher  than  one  not  engaged  in  research  and  that 
one's  research  is  carried  on  with  the  aid  of  students  who  learn  in  the 
process  of  their  work.  It  is  also  claimed  that  good  faculty  members  can 
be  attracted  to  colleges  and  universities  only  if  there  are  excellent  op- 
portunities for  them  to  can’y  on  research. 

No  valid  evidence  has  been  submitted  nor  has  any  been  obtained  to 
support  these  views.  We  do  know  that  many  institutions  in  which 
much  research  goes  on  provide  teaching  contact  with;  “good  research- 
ers” for  a very  small  proportion  of  the  undergraduate  students,  and 
the  teacliing  assistants  who  are  responsible  for  most  of  the  direct  con- 
tacts between  the  faculty  and  freshmen  and  sophomores  are  not  only 
inexperienced  but  are  giving  major  thought  to  their  own  graduate 
work  rather  than  to  the  educational  needs  of  their  students. 

Tlie  argument  about  what  students  learn  from  participation  in 
the  research  programs  of  their  professors  applies  primarily  to  grad- 
uate students  who  are  preparing  for  research  careers  and  not  to  the 
undergraduates  who  most  need  guidance  in  learning.  Finally,  the  last 
claim  that  good  faculty  members  are  attracted  only  to  places  with 
heavy  support  of  research  assumes  the  truth  of  the  questionable  prop- 
osition that  most  good  faculty  members  are  reseaichers.  Faculty 
members  who  have  an  interest  in  teaching  are  not  seeking  to  devote 
major  attention  to  research. 

The  conflict  between  the  research  and  teaching  functions  will  not 
be  resolved  until  these  current  assumptions  are  changed  on  the  basis 
of  the  evidence  accumulating  in  regard  to  them  and  new  policies  are 
adopted.  In  the  formulation  of  new  policies  recognition  must  be  given 
to  the  different  and  special  conditions  required  for  effective  teaching 
on  the  one  hand  and  productive  research  on  the  other. 

The  present  dominant  view  holds  that  teaching  requires  only  com- 
petent scholars  to  present  to  students  some  of  the  things  they  know 
and  research  requires  only  time,  facilities  and  assistants  to  be  provided 
for  every  collie  professor.  This  is  a grossly  inadequate  notion.  Good 
teaching  is  stimulating  and  guiding  the  learning  of  students.  For 
teaching  to  be  effective,  students  must  be  actively  engaged  ^ in  the 
quest  for  understanding  and  in  seeking  to  develop*  the  labilities  and 
skills  characteristics  of  an  educated  person.  Toget  students  actively 
engaged  in  learning  often  requires.the  teacher  to  demonstrate  the  sig- 
nificance'of  what  he  is  .teaching  and  to' work  with  students- step  by 
step'as  they-  attempt  ito  gaiir  understanding  and  to  develop. their  abil- 
ities. Thegood  teacher  needs  to  know  a grealt  deal  about; his  students 
and  to  plan  his  teaching' so. that:the>  stndents.can  see  for  themselves 
the  significance  of  what  they:  a're.dearning  and  doingrand  can  gain  in- 
creasing corifidence'’  and- skill  iii  study;  aSifiiey  master  each  phase  of  the 
subject.  Herioe,!to  be' ai good  teacher  is  a major  and  difficult  task  for  a 
college  profesor  since  - it  ■ requires  much  more  than  simply,  telling  stu- 
dents^some  of  the  things'  he  knowSi  Jt  takes- time  .a'ndi concentration  of 
attention;  h-  [mf-.;-.-?  •.  ^ 

Eesearch  also  demands  special'  efforts;  Research  that  ^contributes 
new  knowled^ ' requires  > the:  scholar-  tO;  be  thoroughly familiar  with 
the  preset  stafe-of' knowledge- ini  his  subject,  inbiudihgrthe  puzzling 
gaps  in  current  understanding;^ ^He  -must- also  be  masterr  of  tools 

of  IspecializediTesearchih  his^  field'So  that  he  can  critically rsbrutintze 
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tlie  growing  edge  of  laiowledge  and  obtain  data  needed  to  validate  or 
to  reject  ideas  that  appear  to  furnish  explanations  for  previously 
unexplained  matters  or  to  fill  in  parts  of  the  knowledge  gaps.  The 
teacher’s  tasks  are  sufficiently  different  from  the  tasks  of  the  reseai  ch 
scholar  that  it  is  difficult  to  carry  on  both  at  the  same  time.  It  is  even 
uncommon  to  find  one  person  who  is  deeply  interested  in  doing  botli 
kinds  of  tasks.  Hence,  the  prevailing  expectation  that  every  professor 
should  be  both  a good  teacher  and  a good  research  scholar  largely  re- 
sults in  ineffectiveness  in  both  roles.  As  a result,  most  students  are 
poorly  guided  in  their  learning  efforts,  and  relatively  few  faculty 
members  contribute  significantly  to  the  development  of  knowledge. 
The  pressures  that  are  building  up  from  student  groups  and  interests 
outside  the  colleges  and  universities  appear  likely  to  clarify  this  issue 
and  in  many  institutions  to  shift  policies  and  practices. 

In  our  changing  society,  the  forces  tliat  largely  control  an  institu- 
tion of  liiglier  education  are  in  dynamic  equilibrium,  that  is,  the  bal- 
ance of  influences  at  any  given  moment  can  be  expected  to  shift  over 
time  as  new  interests  gain  pov^er  or  older  foices  lose  or  gain  in  total 
influence  in  the  changing  environment  in  which  they  operate.  Prior 
to  1947,  the  demand  for  college  faculty  members  in  relation  to  the 
supply  was  in  equilibrium  with  salaries  somewhat  lower  than  those 
paid  to  persons  with  similar  levels  of  education  outside  academia.  The 
division  of  responsibility  for  policy  making  among  trustees,  admin- 
istrators and  faculty  members  typically  gave  the  faculty  major  re- 
sponsibility for  curriculum  anddnstruction,  partial  responsibility  for 
admissions  policies,  student  affairs  and  discipline.  In  most  institutions 
decisions  regarding  establishment  of  programs,  new  schools,  salaries 
and  teaching  loads  were  made  by  the  trustees  on  recoimnendatioii  of 
tlie  President. 

Since  1947,  the  great  increase  in  numbers  of  students  and  in  funds 
for  research  have  created  unprecedented  demand  for  faculty  members. 
Tlie  equilibx'ium  has  shifted.  In  general,  salaries  are  higher,  teaching 
loads  are  lighter,  faculty  members  have  assumed  major  responsibility 
for  policies  regarding  research,  teaching  and  have;much  greater  influ- 
ence tlian  earlier  on  the  establishment  of  new  pro-ams; and  schools, 
and  the  conduct  of  students.. But  this  situation  will  change 
prece dented  numbers  of  studente  in  graduate  schools  are  beginiiihg  te. 
swell  the  ranks  of  prospective  faculty  rhem^  the 

equilibrium  of  supply  arid  demand  for  coUege  faculty r^iilt  in 
a relatively  lower  salaiy  position  cornpared  to  the  iion-academic  sector 
tiian  at  present!':/!, ,.r , ' \ ^ - //'  ■ ■ - 

A second  f acto r ; that . is  ch ariging  • the  equilibrium  of  control  in; 
higher  iristitiitious/is  the  prysufe  of  s^  least  three 

^pes  of  .^uderit  activi^  are  :rio\y;  identified,  T^ere  are  the  “Black 
Organizatioiis’’  and  rPther  'minority’  groups  who  pre^  for  m^  pf  ,th© 
educational  advantages  that!  heeri  obtained  ‘ by  the ' yisibie  ma- 
3 ority . At  present  they  are  uiiclbar  about  the  steps  required  to,  get  a 
good  educatipiii  but’tney/knbw.^ti^  college  programs  in  ge^^^ 

eral  are  not  giyihg  them  the  advantages  thought  to  derive  from,  coh 
lege  experieiice.‘  They/afe  being  failed , put  ih  la^^  which, 

they  hiamebii  having  to  tahe  hard  course  to/be  graded  by  ^ 
unfair  marking  system.  So  they  ask  'for  ^^Black 'Depart  arid 
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largely  elective  curricula.  It  i3  likely  that  they  will  discover  after  a 
while  that  the  root  of  their  problem  is  an  educational  program  and  a 
faculty  not  designed  for  students  who  come  from  backgrounds  of 
limited  education.  Then  they  will  press  for  the  faculty  to  give  major 
attention. to  their  education  and  learning. 

It  is  likely  that  the  changing  attitudes  of  minority  groups  will 
involve  several  stej^s.  One  \yill  be  the  gradual  but  increasing  accept- 
ance of  the  position  stated  by  some  successful  negroes  like  Sir  Arthur 
Lewis  that  higher  education  can  best  help  members  of  minority  groups 
by  enabling  them  to  acquire  the  competencies  needed  to  paiticipate  at 
a high  level  in  modern  society.  This  view  will  develop  as  a consider- 
able number  of  graduates  fi*oin  minority  groups  enter  the  labor  market 
and  other  sectors  of  society  and  find  tliat  success  is  in  great  measure 
dependent  on  effective  performance.  Passing  through  a college  and 
receinng  a diploma  will  turn  out  to  have  only  limited  value  if  they 
have  not  also  acquired  the  kno^yledge  and  skills  needed  to  carry  on  the 
activities  of  the  positions  they  seek.  As  they  recognize  the  imt>ortance 
of  learning  what  is  needed  for  these  positions,  a second  step  will  be 
taken,  in  'vyhioh  the  cuiTiculuin  will  be  closely  scrutinized  to  find  out 
whether  the  college  is  attempting  to  teach  the  necessary  competencies. 
This  will  reveal  gaps  due  to  the  fact  that  many  white  middle  class 
students  have  acquired  some  of  tliis  knowledge  and  certain  of  the  skills 
before  they  entered  college  so  that  the  present  curriculum  has  mad- 
no  provision  for  their  learning.  Organized  minority  groups  will  thei. 
press  for  curriculum  changes  to  meet  their  needs.  A third  step  in 
the  changing  attitudes  will  be  the  increasing  recognition  of  tlie  inade- 
quacy of  most  college  teachers  in  stimulating  and  guiding  the  learning 
of  students  from  minority  groups,  partly  because  they  do  not  know 
and  appreciate  the  background  of  these  students  both  in  academic 
development  and  in  attitudes  and  motivation.  At  the  same  time,  some 
of  these  students  will  have  encountered  programs  and  faculty  mem- 
bers that  are  successful  in  helping  them  to  learn  the  things  required 
for.  success  in  higher  levels  of  soci^y.  As  it  becomes  more  widely 
known  that  most  minority  students  have  great  difficulty  in  achieving 
tlieir  aspirations  while  some  find  college  situations  that  are  clearly 
helpful,  the  leaders  are  likely  to  recognize  that  the  root  of  their 
problem  lies  in  the  educational  system  which  has  not  been  designed  for 
students  who  come  from  backgrounds  very  different  from  the  typical 
middle  class  Aniericans. 

A tecond  protest  group  of  students  are  those  who  largely  come 
from  niiddle  class  biSkgrounds  and  want  to  be  inyqlved  in  learning 
that  »is ; relevant  to  their  .own  plans ' a^hd  asp  ir ations’  They  seek  edu- 
Oatipn  thatngives  them  hew  and  grander  visions,  new  and  more  funda- 
mental under^nding,,  and  intellectual  and  sociaT  skills  with  which 
they  can  deahwith  life  world.  Instead,  they  find  uninspired 

(purses  that,  seenis  to  have  no  connection  with  life  as  they  know  it  and 
as  they  hope  it  will  be.  They  find  .teachers  who  teeni  unable  to  coni- 
muriio^e . with^  and  who  are  anparently  uhintefe^d  in  them. 
They  seek  ^ wholesale  educational  reform.  This,  pressure,  as  it . builds 
lip,  IS  cei^^in  tp  ihfluen^^  in  thmr  attention  to  the 

(Curriculum,  teacihing^  ^ , 
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A third  tyj)e  of  protost  group  are  those  who  belong  to  or  su^ort 
the  organization  called  “Students  for  a Democratic  Society.”  They 
believe  that  contemporary  American  society  is  so  hypociitical,  so 
corrupt,  so  engi’ossed  in  materiar production,  and  in  maintaining  and 
conforming  to  rigid  institutions  that  there  is  no  heme  for  its  reform. 
They  are  the  present-day  anarchists  \yliose  professed  goal  is  to  destroy 
colleges  and  universities  in  the  hope  that  they  can  talce  leadership 
in  r^uilding  higher  education!  Their  influence  is  likely  to  confuse 
pressures  for  genuine  reform  and  to  give  some  suppori  to  those  who 
want  no  change. 

However,  tlie  present  trends  seem  clearly  to  indicate  that  students 
will  be  heard  and  will  have  a significant  influence  on  policy  making 
both  tlurough  policy  committees  of  faculty  and  administration  on 
which  they  will  be  represented  and  through  articulation  in  public 
and  private  of  their  views.  Their  influence,  I believe,  will  bring  about 
an  increase  in  the  effectiveness  of  colleges  and  universities. 

Parents  of  the  new  groups  of  students  now  enrolled  in  higher  edu- 
cation are  becoming  another  .pressure  group  that  willj  for  a time,  in- 
creasingly influence  policy  making  in  colleges  and  universities.  A re- 
cent Gallup  poll  shows  that  97  percent  of  the  parents  interviewed  want 
their  children  to  enter  college.  Parents  mAio  have  not  attended  college 
view  higher  education  as  a major  means  to  insure  a bright  future  for 
their  children.  Hence,  many  of  them:  are  deeply  concerned  with  '‘he 
success  of  their  sons  and  daughters  in  going  through  college  aid 
getting  the  appropriate  credentials.  Reports  that  arc  brought  home 
about  the  neglect  and  indifference  of  the  professors  arouse  parents  to 
protest  and  to  seek  means  of  influencing  the  college.  They  are  not 
likely  to  have  a massive  effect  from  direct  confrontation  with  the 
faculty  or  administration  of  the  college,  but  they  are  likely  to, cultivate 
two  lines  of  influence.  One  is  through  the  legislature  in  case  their 
child  is  in  a state  college  or  university,  and  the  otlier  is  through  thrir  ef- 
fort to  sdect  a college  that  is  reported  to  give  “poor  boys”  a square  deal. 
The  latter  force  wfll  be  greatly  accentuated  if  the  proposal  from  the 
Carnegie  Commission  on  Higher  Education  is  adopted,  which  would 
provide  funds  for  the  student  to  use. at  the  college  or  universit^^^ 
choice.  At  present,  the  nearly  monopolistic  position  of  state  colleges 
and  universities  reenforces  the  majority  faculty  ideology,  since  there 
is  no  great  competition  among , colleges  with  different  views  about 
education.  Wliatever  means  become^  available,  parents  of  students 
from  lower  income  levels  will  increasingly  be  heard  because  they  per- 
ceive education  as  the  major  avenue  of  advancement  for  theif  ch^^ 

For  the  middle  classes,  education  is  less  critical  since  tlie  p^ 
access  to  a wider  range  of  occupational  opportiiniti^,  TO  explains 
iwhy  parents  in  the  past  have  not  playecl  so  laige  :a  role  in  college 
policymaking.  . / . i, 

The  major,  employers  of  ckillege  graduates  .will  contm  to  exercise 
a significant  influence  oh  policies  in  institutions  of  higher  education 
through  trustees,  legislators  and, financial  grants.  Programs  in  engi- 
neering, business  and,  nursing  have  frequently  been  adopted  by  col- 
leges and  universities  due  to  tn  \ pressures  of  groups  who  employ;grad- 
uates  in  these  areas,  When  graduates  in  one  of  these  fields  are  m 
supply,  representatives  from  employers’  groupsih^ 
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to  tlieir  interests  to  contact  tlie  college  administration  and  selected 
faculty  niembei*s  to  devise  ne^Y  programs,  to  recruit  new  types  of 
students,  to  adopt  new  qualif}diig  standards,  and  the  like.  This  proc- 
ess is  likely  to  be  accentuateef  in  the  future  because  of  the  rising  de- 
mands in  the  service  occupations  that  can  be  met  only  by  recruiting 
from  a much  wider  range  of  youth  than  have  heretofore  been  en- 
rolled. The  now  enrollees  will  i*equire  more  attention  by  the  faculty 
to  the  curriculum  and  to  teaching  and  learning  if  the  students  arc  to 
bo  successful,  and  the  college  willDe  judged  by  tlie  employei-s  in  terms 
of  its  success  in  providing  competent  persons  in  these  fields.  For  tliis 
reason  the  influence  of  employer  groups  places  emphasis  upon  effective 
education. 

For  the  past  ten  years,  some  industries  and  cliambers  of  commerce 
have  souglit  to  increase  the  amount  of  researcli  conducted  in  the  sci- 
ences in  their  i*egions  because  they  believed  that  a concentration  of 
scientific  researcli  activities  attracted  new  industries.  Kocent  exncri- 
ence  does  not  support  tliis  belief^  nor  is  it  possible  to  raise  the  level 
of  researcli  activity  substantially  in  a large  inuuber  of  places.  Actually, 
tlio  concentration  of  teclmical  industries  in  siicli  areas  as  Boston,  the 
Bay  Region  of  Califomia,  Los  Angeles,  and  Rocliester,  New  York  is 
mucli  less  attributable  to  tlie  research  activities  of  the  neighboring^ 
universities  tlian  it  is  the  availability  of  teelinically  trained  personnel, 
tliat  is,  an  effective  educational  system  is  more  essential  tlian  a con- 
centration of  i*esearch  activities.  As  tliis  becomes  imdei*stoo<l,  the  pres* 
sm*c  for  general  increases  in  research  activities  of  collegirs  and  uni- 
versities will  not  be  continued  l>y  industrial  and  civic  organi/.alion  in 
tlie  region. 

A major  influence  that  will  affect  tlie  stnictui*e  and  functioning  of 
institutions  of  higher  education  during  the  next  two  decades  is  the 
allocation  of  financial  re.sonrces.  Not  only  tlie  amount  of  fumls  luado 
available,  but  tlicir  dificmitial  distribution  to  different  institutions 
for  different  purposes  and  tlie  coii(lition.s  under  wliicli  they  are  granted, 
will  Iiave  far-reaching  conseqn(»nce.s.  At  the  pre.<tmt  t ime  the  money 
allocated  to  a publicly  controlled  college  or  university  has  been  based 
largely  on  the  miiubiu*  of  students  enrolled.  Little  or  no  attempt  has 
boon  made  to  question  the  principle  that  increasing  nnndH»*“s  of  stu- 
dents nxpiiro  corresponding  incn*ascs  in  annual  operating  funds.  The 
support  of  research  by  the  stales  has  Imhui  obtained  largidy  through 
internal  allocations  by  the  university  of  funds  furnished  oii  the  basis 
of  student  onrollinonr.  Re.st»arch  support  by  the  Federal  government 
has  boon  ha.sed  primarily  on  the  imiuner  and  (piality  of  research  ]>ro- 
posals  submitted  to  the  funding  agmicy  and  not  oil  the  basis  of  the 
effect  on  the  college  or  the  ivievamv  of  the  researcli  midertakeii  to  the 
odiicationul  mission  of  the  institution.  In  the  privately  controlled  col- 
leges and  univer.sitie,s  funds  tuv  allocated  to  a major  extent  tlmmgh 
a market  iiuMjlmnism  in  whieh  students  cIumsi*  the  institution  and  pay 
the  fees,  and  donors  choose  the  institution  and  pay  for  things  that 
they  value  in  the  college,  The  larger  privaltv  imiversit  ies  also  obtain 
seawh  funds  from  Federal  agencies  on  the  same  basis  as  public  in- 
stitiitions. 

This  method  of  allocating  resoiirce.s  is  changing.  The  tmntiiniing 
iucriNise  in  eiutillnients,  the  rising  costs  of  o|HM'ation  and  the  inen^a^* 
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ill"  criticism  of  the  efloctivoness  of  colleges  juid  universities  ure  stimu- 
lating re-e.\  am  illation  of  the  system  of  al  location.  Unquestioning  ac- 
ceptance of  traditional  policies  and  practices  is  slowl}^  disappearing, 
and  colleges  and  universities  are  increasingly  being  asked  to  justify 
requests  by  rough  cost-benefit  analyses  of  alternative  propcsals.  This 
is  revealing  the  confusion  that  has  arisen  fioiu  mixing  research  costs 
with  teaching  costs  and  from  the  failure  to  develop  measures  of  bene- 
fit or  of  outcomes  of  teaching  and  research. 

The  experience  of  federal!}’  sujijiorted  research  projects  has  af- 
forded a basis  for  stud}’  by  various  university  groups  and  government 
accountants  of  the  actual  costs  of  research  projects.  Except  for  the 
difficulty  of  allocating  accurately  the  time  spent  on  the  lesearch  proj- 
ect by  a faculty  meinber  who  devotes  only  pai-t  of  his  time  to  research, 
the  bases  that  have  recently  been  developed  for  calcVilating  research 
co.sts  are  i*easonahly  satisfactory.  Several  universities  have  also  coop- 
erated in  seeking  to  calculate  teaching  and  learning  costs.  This  is  more 
difficult  than  computing  costs  of  research  because  of  the  larger  number 
of  rosoui’ces  used  that  are  not  clearly  identifiable  in  terms  of  particular 
teaching  and  learning  ]>rograins,  such  as,  libraries,  laboratories,  public 
lectures,  forums,  plays,  movies,  counselors,  assistants  in  lal)oratories 
and  other  learning  centers,  residence  liall  facilities  and  supervision. 
However,  progress  is  being  made  to  iiu])rovc  the  acciiracy  of  o/)st  oom- 
putat ions,  hut  on  the  side  of  the  n\s\iltant  benefits,  both  comjireliensivo 
design  of  studies  and  the  related  tfs’linicines  are  in  ])riniitive  stages  of 
development. 


Ill  I lie  ivsearrh  areas  the  relevance  of  the  ftiidings  of  the  pnqe<*t, 
the  identifiable  rout rihiit ions  it  has  made  IkUIi  to  the  advancement 
of  knowledge  in  its  field  and  to  our  progress  toward  social  goals,  the 
soimdiiess  of  the  design  of  the  invest  igatinii,  and  the  quality  of  its  ox- 
eciitioii  art»  Inuiig  e.xjiloivd  as  jmssihlc  dinieJisions  for  measuring  the 
!)eiielits.  In  the  eduratioiinl  arena,  the  present  nietlicKls  Iwing  used  to 
uiensiin^  outjuit  are  still  grossly  misatisfactorv.  llecauso-  .student  credit 
hours  can  1h»  count  e/1  without  collecting  new  Iciiuls  of  data,  some  insti- 
tutions nro  still  using  student  cn»clit  hours  of  instnictioii  in  lieu  of  n 
lueasiinMif  the  teaclniig  and  learning  output.  This  is  patently  a fallacy 
since  the  iiiiiuIht  of  students  wlio  arc  awarded  n givoji  number  of  houre 
of  orc/lit  for  tlieir  work  says  nothing  al>ont  how  much  or  whnt  Uicy 
have  learned.  It  varies  with  the  sixe  of  classes  and  not  with  tlie  aiiioitnt 
or  ijimlity  of  learning.  Some  efTorts  Imve  Jxvn  made  to  assess  J>enefit 
in  terms  of  the  percent  of  thos»  students  liegimung  n voileg\*  war 
who  complete  the  year  in  g/Kwl  standing.  This  is  n crtulc  niemuire  of  the 
stim^ssof  the  college  in  eimhling  students  to  move  toward  file  comple- 
tion of  their  tHhicatiomil  progmms  but  it-  does  not.  take  into  nrconnt 
the  extent  and  tpiality  of  tneir  learning  and  is  more  likely  to  Imi  related 
to  the  grading  standards  of  the  faculty.  Current  discussions  are  focus- 
ing on  tlie  usi*  of  ’^miprvhcnsiye  examinations,  sample  siinevs  of 
kimwlinlge  and  skills,  and  investigations  of  the  Knceess  of  samples  of 
graduates  as  promising  inensures  of  e«!iicaliojml  lieiiefif  s.  This  ferntent 
indicates  an  incroasing  demand  for  rational  hases  to  justify  resource 
alh>cafion.  Iv  is  likely  to  Jiaw  jsiwerfiil  influenoft  on  tiie  /olklore  of 
academic  life,  placing  value  on  effectiveness  and  elHcjency  rnUter  than 
on  r«msp}cnr4is  e4t|»eiiditnre. 


THE  EMERGING  PATTERN 


It  is  important  to  recognize  tliat  the  patterns  of  higher  education  in 
tills  country  will  continue  to  be  in  flux  even  as  our  society  is  a dynamic, 
cliaiiging  one.  An  effort  to  describe  probable  cliaracteristics  of  colleges 
and  universities  in  the  next  two  decades  is  based  on  a projection  of 
present  active  forces,  several  of  which  are  in  conflict,  and  to  focus 
attention  at  a point  ten  years  hence,  when  the  changes  now  underway  or 
incipient  will  have  reached  a further  stage  of  evolution.  What  is  pre- 
dicted in  the  following  section  is  based  on  an  assessment  of  the  out- 
come ten  years  hence  of  present  movements.  It  is  likely  to  err  both  in 
the  estimates  of  the  sti*cngth  and  rate  of  movement  of  present  forces 
and  also  in  being  unaware  of  new  forces  that  may  become  involved  in 
higher  education  that  arc  not  now  on  the  scene. 

The  characteristic  which  seems  most  clearly  to  be  predictable  for  the 
futni*c  is  the  increase  in  the  importance  of  tlic  community  and  junior 
colleges.  They  now  enroll  more  than  20%  of  all  students  in  post-high 
school  institutions,  and  at  tlic  rate  thc.se  colleges  are  increasing  in 
number  ns  well  as  in  enrollment,  it  is  safe  to  predict  that  ten  years 
fmin  now  .'1,000,000  students  will  be  enrolled  in  community  and  junior 
colleges,  re])resenting  one-third  of  the  total  post-high  school  enroll- 
ment and  !i])pro.\*imatcly  one-half  of  all  first-  and  second-year  stn- 
dent<.  Their  importnnce  is  due  to  several  factors.  They  are  generally 
open-door  colleges,  enrolling  nearly  all  high  school  graduates  or  adults 
who  ap])ly.  Becan.%  the  students  represent  a very  wide  range  of  back- 
gmnnd  and  previous  educational  c.xpcricnce,  the  faculty  generally 
ix^i'Ognizes  the  need  for  students  to  bo  lieli>ed  to  leani.  Hence,  more  at- 
tention is  given  in  the.se  colleges  to  the  curriculum,  the  relevance  of 
coiirse.s,  the  appropriatenc^  of  the  textbooks  and  other  reading  mate- 
rials and  the  use  of  audio-visual  aids. 

Til  se  institutions  are  recognize<l  as  .sendng  the  comnnmity  in  which 
they  c.\ist  that  students,  parents,  employers  and  other  leading  citi- 
zens arc  able  to  pre.sent  their  points  of  view  and  intomsts  to  which  tlio 
college  seeks  to  rasimnd.  They  differ  from  the  traditional  four-year 
collpgi‘s  nlsj>  in  ncrniitting  wide  variations  in  attendance  pattonis, 
including  night  rlasst's  alternation  of  work  and  study  by  tenusoreven 
years,  and  part  •time  attendance  wJjile  the  student  iseniploy<vj  in  a fiill- 
or  part-time  job  or  is  largely  occupied  with  homo  responsibilities. 
Bcoanse  thos4»  colleges  generallv  recognize  that,  they  Imve  sinvinl 
n^spoiisibilities  that  (liffor  fnan  those  assumed  liy  the  traditional  four- 
year  college.^,  the  faculty  is  recniito<l  in  large  miiulK'rs  front  high  s<duvil 
teachersand  |>ersons  with  o.\i>erionce  in  indust r>*, iigricnltun'  ami  ktv- 
ice  f^upations.  Hence,  tliey  an^  more  in  tune  witli  student  and  com- 
munity e^iKVtntions.  Furtliertnore,  (he  jx^r  capitn  cost  of  cilucutiou  is 
usually  much  lowr  in  (he  jimior  and  coiuinuiiity  ctdieges  tlmii  in  otlicr 
insi  iuit  ions  of  higher  e<lucnt  ion. 

*riie  only  forces  now  ohser\*nlile  tliat.  might  operate  to  reduce  the 
growing  importance  of  junior  and  community  colleges  arts  the  attrac- 
tion of  the  faculty  to  the  conditions  thought  to  prevail  in  tiin  tradi- 
tional four->^r  oollc^  and  tlie  prestige  whicli  aome  community  mem- 
bers belie\*e  is  attached  to  tlie  prmnee  of  a four-year  college  in  that 
oommunity,  l^pically,  teacliing  loads  are  lighter  in  foupyear  oollegesi 


315 


O 

ERIC 


and  the  faculty  incinbci*s  assume  loss  i-esponsibility  for  constructive 
contacts  with  students.  From  the  vantage  point  of  the  junior  college, 
a professor  in  a four-year  college  does  little  work  and  is  free  to  write, 
•to  think,  to  lecture,  and  to  play. 

From  a somewhat  similar  viewpoint,  some  community  loaders  see  the 
establishment  of  a four-year  college  in  their  community  as  a symbol  of 
status,  having  moved  “beyond”  p 1*0 occupation  with  the  education  of 
.students  for  constnictivc  fives  in  tlic  community  to  education  for  elite 
positions  and  for  leisure.  These  two  forces  produce  a similar  interest  in 
changing  the  junior  or  eounmmity  college  into  a four-year  college  or 
uni  vci’sity.  It  ap|xjai*s  unlikely  that  this  interest  will  gain  sufficient  sup- 
port to  alfect  the  jiresent  strong  trend  toward  increased  iiU[)ortaiice 
for  the  junior  orconnnnnih’  college. 

A second  feature  that  .seems  likely  to  emerge  within  ten  years  is 
the  increased  separation  het  ween  the  structures  ami  functions  assi^rned 
to  undergradiiale-  education,  particularly  the  education  of  freshmen 
and  sophomore.^,  and  ^search  and  gniduate  education.  .Vt  pre  vnt.  < ol- 
loge.sa?id  iinivei*sities  opp«)se  this.separatioi!  he<  aiise cunviit  opiuatinn.s 
depend  heavily  upon  rociju’ocal  relations  between  upper  ami  lower 
divisions.  In  large  uni ver.si ties,  graduate  stmhmts  gain  major  support 
from  serving  as  teaching  .is.sistants  in  undergraduate  coui'ses.  Coin- 
inonly,  fiiiuls  are  obtained  on  the  basis  of  to^il  enrollment  in  which 
umlergradiiate.s  even  fnshnu  n and  sophomoivs,  yield  amounts  of  .sup* 
port  in  e.Ncvss  of  that  spent  oii  them,  while  ro.«eaivh  ami  graduate 
instruction  < (»nsmnc  die  excess  provided  fnim  the  midergnidiiate  allot- 
ments. I''urt!icn;'(>n*,  hir^re  iindergraduate*  enr(illni<nts  jn  tify  large 
depailinents,  which  can  thus  sii))port  gn*ator  specialization  of  faculty 
inoinbeis  ami  a certain  numl>er  of  star^  who  bring  pivstige  to  the 
instil  lit  ion.  Finallv,  institutiems  lielieve  that  large  umlergnidiiate 
enmllmeiits  are  lif;cly  to  support  strong  athletic  )»rogranis. 

The  forces  that  mViu  likely  to  bring  aliout  gmiter  stmanition  of 
ro.scarch  and  gradnnle  instruction  fnnn  mulergnuluale  education  in- 
elude  students  and  panmls  and  doiminds  fnmi  funding  agencies  far 
iiccounting  by  fmictmn  and  for  gn'nter  rfliciemy.  Stiiihuit  and  paivnt. 
pr(^ssur^^s  sli^uigly  diit*<f(Hl  to  the  neglect  of  students  by  fcnior 
faculty  meinlK^rs.  The  nw*  of  ;»fudent  assistants*  tbi*  infn‘<|uent  con- 
tact with  “n*al  profin^s^irs'"  art*  two  | oiiUs  that  appear  again  ainl  ag:iin 
in  himleni  comidaints.  When  fa<*uliy  menilH-rs  try  to  nuni  these*  pro* 
lest  shy  giving  sc*rions  attention  to  the  education  of  students*  they  find 
little  time  for  res<*ar<di.  llemv,  thoM*  wlm  view  tlieinsidves  primarily 
as  scholars  amt  s<-ienti‘^ls  rather  than  as  teachers  aiv  unhap) ly  with 
the  cliangisl  situation.  Some  acicpi  olfers  to  go  to  another  ii^lituliou* 
which  pmmises  nion*  time  for  n‘'««*aivh.  fhhers  want  to  Ik*  ap]Hunii^l 
as  ^‘nv-^'ntvli  pnofessors'*  or  to  iKs^tum*  mcmlK*rs  of  institutes 

winch  have  no  undcrg.adiiate  te.icbing  ftinction.  .*<ome  )Kiint  to  the 
system  in  the  Soviet  Fnion  as  a desirahle  example.  In  Hussia  tvM^atvh 
3ns4iiules  an*  ♦st*parate  fitun  the  universities,  thu'^  clearly  defining  pno 
fessionat  resp^nisibiUlies. 

Funding  ag^uicies  aix*  pn^ssing  for  Wttcr  acc<uinting  and  luotv 
efflcieyiit  university  ojH^ratifUis.  I/'gislatmx*s  tlmt  it  difficult  to  umler- 
sland  why  the  sfatc  univnei^ity  a |>er  capita  annual  cost  of 

the  fslucation  of  undergraduates  as  two  to  five  times  that  of  the  junior 
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colleges,  when  the  investigations  of  later  academic  achievement  show 
that  junior  college  students  of  similar  scholastic  aptitude  rating  do 
as  well  in  upper  division  work  as  do  students  who  were  in  the  uni- 
versity during  their  freshman  and  sophomoi’o  years.  The  appai’ent 
inefficiency  or  the  university  in  its  conduct  of  undergraduate  educa- 
tion m^  not  be  wholly  a matter  of  inappropriate  accounting  proce- 
dures. it  is  also  probable  that  faculty  members  who  are  rewarded 
for  their  research  and  writing  but  at  the  same  time  ai'c  responsible 
for  undergraduate  courses  are  less  likely  to  give  thought  and  time 
to  their  undergaduato  students  than  are  junior  college  teachers  whoso 
chief  responsibility  is  teaching. 

A clearer  separation  would  not  only  increases  the  likelihood  that 
the  faculty  assigned  to  undergraduate  education  would  give  more 
attention  to  learning,  teaching  and  the  ciirriciilnni,  but  it  would  fur- 
nish a basis  for  a more  objective  and  ethical  assessment  of  research 
productivity.  The  folkloi*e  that  every  teacher  should  also  bo  a rcsea  rchcr 
nad  a good  influence  when  it  was  promulgated  at  the  end  of  World 
War  I in  developing  research  intere^  and  attitudes  favorable  to 
research  in  an  otherwise  proj^atic  society.  But  as  a means  of  training 
people  for  research  or  furnishing  an  efficient  basis  for  obtaining  new 
knowledge  it  has  been  grossly  inefficient,  ilost  persons  when  they 
receive  the  degree  of  Ph.  D.  require  experience  on  the  job  to  become 
effective  researchers.  This  is  not  surprising.  In  medicine,  law,  engi- 
neering and  business  administration,  for  example,  university  edneniion 
provides  only  one  component  of  preparation  for  the  profession  Experi- 
ence on  tlie  job,  pi*oferably  with  skilled  guidance,  is  necessnn*  for  the 
development  of  a competent  professional.  In  similar  fashion,  every 
graduate  student  preparing  for  research  will  need  research  cxpcrienco 
under  skilled  guidance,  but  this  does  not  mean  that  every  jwfessor 
in  gradiinto  school  needs  to  lia  vo  his  own  lesoarcli  laboratory.  jRcsoarch 
institutes  under  university  control,  research  lal>orafories  and  centers 
oj)cratcd  by  public  agencies  or  by  private  firms  or  non-profit  coniza- 
tions could  servo  as  on-the-job  training  institutions.  iVhen  ninding 
agencies  miiiiro  objective,  critical  appraisal  of  a university’s  reseai^n 
progO^  terms  of  the  efficiency  oi  its  rescarclt  production  and  its 
training  of  research  ]>ersonncl,  many  readjustments  arc  likely  to  bo 
made  that  more  clearlv  separate  the  responsibilities  of  uiidcrgradnato 
odiication  from  research  and  rescarcli  training. 

Even  when  it  is  recomiizod  that  the  researai  enterprise  can  l>e  more 
efficiently  conducted  when  it  is  not.  confuse<l  witli  undergraduate  edu- 
cation, concern  will  be  exprease<l  over  the  clanger  Uiot  Uie  under- 
graduate teacher  will  bo  ob^le^e  and  no  longer  abreast  of  scliolarsliip 
unless  he  is  actively  engag^l  in  researdi.  Disregarding  tJie  fact  Umt 
evidence  has  not  b^Ji  obtained  to  indicate  that  those  undergraduate 
teadiers  who  do  some  research  are  more  abimst.  of  (he  significant 
developments  in  their  field  than  those  not<  so  enga^l,  (here  an*  (wo 
courses  of  action  Uiat.  oouhl  reassure  those  wJio  have  Uiis  oonci*m. 
In  the  first  place,  a college  teaciier  might  wi  follow  the  practice  of 
some  iHlier  profi^imions,  namely,  to  b^ome  i Fellow  in  a researcli 
center  in  the  summeTS  or  in  sabbatical  }^ears.  ^riiU  intenai\*e  experience 
is  5nore  likely  (o  gi\^  the  teaclier  a nw  sense  of  researeli  participa- 
tion than  trjdng  to  do  a re^^rch  project,  while  engaged  in  the  demand- 
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ing  oiTorts  of  teaching.  In  tlie  second  place,  funds  could  be  made  avail- 
able for  college  teachers  to  conduct  small-scale,  inexpensive  research 
projects  designed  to  involve  their  students.  Undergraduate  research 
participation  becomes  a means  of  bringing  students  and  teachers 
together  and  to  enhance  the  interest  of  students. 

On  whatever  lines  the  several  engagements  are  fought,  it  appears 
very  likely  that  higher  education  institutions  in  the  next  decade  will 
sliow  a much  sharper  separation  in  the  structures  and  (lie  functions 
of  research  and  research  training  and  undergraduate  education,  par- 
ticularly for  the  first  two  years  of  college. 

A third  probable  development  willlH?  the  somewhat  incivased  im- 
portance of  institutions  enrolling  less  than  2000  students  and  the  rela- 
tive dccroiusc  in  the  importance  of  the  v.ery  large  colleges  and  uni- 
versities. This  pmliction  is  questionable  since  it  is  so  comiter  to  the 
trends  of  the  past  half  century.  However,  t)iivc  kinds  of  foix^cs  seem 
to  move  in  this  direction. 

Tlie  first  is  the  unhappy  feeling  among  faenlly  and  administralors 
about  the  problems  of  comnumication,  of  *h*cd  (a\H‘“  and  (he  eom- 
ploxitics  of  living  in  a very  large  nnivei*si(y  setting.  Faenhy  members 
in  large  iinivei*sities  eomplaiii  that  (jioiX!  is  no  loiigiT  aii  academic 
coiiiimiuity,thev  feel  like  straiigcis  in  acroNvd.  They  complain  of  trans- 
portation probfems  gehiiig  (o  and  from  and  ar«»!iiid  (he  institution, 
j be  parking  difllciilty  is  a symbol  of  (his  problem.  Administrators  arc* 
unhappy  about  the  diflieiilty  of  buibling  an  esprit  de  eorps  among 
tlioiisaiids  of  stair  iiicmlH^rs.  Uominunie:ilion  lines  fail  or  an*  noii- 
existeiil  the  s<  iim*  tif  (be  ‘Miniwrsily  family”  has  Immui  br-l.  Adniiti- 
isti'ntors  also  point  out  that  the  )>n'siimed  economies  of  s<’ale  have  l»oen 
pafxsed.  Very  large  niiivei*si(ies  cost  moiv  |ht  eapita  to  o|M*ni(e  (ban 
.smaller  ones.  Pride  in  si/^»,  mhmiis  now  les<  inipoHaiit  to  administrators 
Ilian  greater  elTectiveiicss. 

The  sccoml  fore<*  is  fiiriiisluHl  by  stmlents  and  paiviits.  Suun*  of  (lie 
intensity  of  student  unrest  and  the  dissatisfaction  of  parents  is  «liie  to 
the  feeling  of  students  that  they  arv  a non  vinous  in  n very  hirgi*  niii- 
versify.  l*hev  not  only  find  tttiknown  by  (^acuity  ami  adiMinislr;itiott, 
but  also  lielp*le5S,  In  such  n sett  ing  the  simse  of  ludiig  neglMvd  is  likely 
to  grow.  In  interviews  pan*iits  fnH|mMi(ly  state  that  if  there  wen*  a 
siiialler  place  equally  giKxl  and  with  siniilartnitioiicbargt^yAliey  wonld 
niucli  prefer  to  send  t heir  children  tliere. 

This  leads  to  the  (liinl  fntve  that  seems  likely  to  ojH*rate,  the  pn>- 
vision  of  funds  to  Mmleiits  who.  with  the  niil  of  their  iiai^mts.  cait 
clumse  the  collegt*  or  nniwrsitv  when*  thesi»  tH|neati<iiiril  luiids  axu  U» 
ii*^its|.  At  presi*nt,  nnhlic  instftntioiis  with  low  tuition  rales  have  a 
near  monopoly  on  tliee<!ucaiion  of  students  fnun  low  iiiconie  families. 
The  consumer  of  the  cflueat  ioiml  senioes  has  very  limited  choice  within 
his  income.  The  pniposal  of  the  rarnegic  roiiimission,  if  adopfe<l, 
would  greatly  change  this  picture,  As  in  other  Sf*c(ors  of  the  economy^ 
cimsumer  choice  stimulates  comj>etition  and  is  likely  to  cncoura^ 
cslucational  alternatives  that  would  ap|>eal  to  one  or  more  kinds  of 
students.  The  commonly dielcl  1«*lief  that  the  student  is  given  more  at- 
tent  ion  in  an  institut  ion  that  is  not  enomtous  in  sire  would  affects  many 
student  and  parent  choices.  Hence,  if  this  prt>posa1  is  adopletl,  middle- 
sired  insl it  utlons  will  more  popular. 


ERIC 


318 

In  addition  to  tliosc  changes  alTccting  the  external  structures,  wo 
can  anti(!ipato  changes  within.  Because  the  curriculum  appears  to 
di.scriininate  against  students  from  working  class  backgrounds  and  to 
furnish  educational  o^>portunities  only  for  the  academically  oriented, 
a wider  range  of  electives  and  alternative  programs  will  be  olfei-ed  as 
a response  to  student  and  pai-eut  pre.ssiu*es.  A wider  variety  of  oppo- 
tnnities  for  occupational  preparation  will  also  he  available  because  of 
the  demands  of  employing  groups  as  well  as  the  pressure  of  students. 

The  grading  sy.stein  is  under  attack  hecansc  students  see  it  as  a tool 
for  disniis:*al  and  a means  of  coercion  to  follow  the  whims  of  tlie  in- 
structor. At  ])rc.seiu,  pass-fail  rather  than  the  five-point  grading  scale 
is  being  adopted  by  a mmiber  of  institutions.  This  is. likely  to  be  fol- 
lowed by  sy.‘^tem.s  tlmt  involve  more  objectivity,  Ic.s.s  dependence  ii[X)n 
instructor  approvah  more  openness  to  public  scrutiny  and  more  in- 
volvement of  students  in  sol  f-eva  Inal  ion.  (‘ompi'cliensive  exams,  per- 
formance le-ts  successful  completion  of  a project,  ratings  on  the  job, 
oral  exams,  cla.ss  n^view  of  individual  .^If-evalnations  will  be  more 
and  more  in  usi\ 

lieransi*  of  the  concern  of  -Indents  for  the  relevance  of  education 
to  their  own  interests,  problems  and  nians,  increasing  use  will  he  made 
of  direct  e.\|K‘rieiire  in  learning  and  less  dependence  on  lectures  and 
reading.  Ccniperative  education,  the  planned  correlation  between  work 
e.xperieneo  and  education  on  the  eampn.s,  will  be  greatly  expanded. 
During  the  pa.st  five  years,  the  nnmbtu*  of  colleges  employing  ccxiijera- 
tive  education  has  iinm*  than  doubled.  This  fonu  of  education  lielps 
to  n»lat(*  the  student  to  the  world  of  work,  gives  liim  a stuise  of  con- 
fidence in  his  achill  potential,  helps  to  give  meaning  to  what  he  is 
learning  ill  colKgo  and  fnrnislies  income  to  defray  some  of  his  ex- 
JK*nM^s.  Kxpanded  to  pnhlie  ;ind  voluntary  agencies,  it  iK^comes  a major 
lalioratorv  foreollegtM^diication. 

1 he  wide  raiig(‘  of  student  abilities,  interests  and  backgrounds 
will  ^tinnlhlte  the  e.stahlislnnenl  «if  a variety  of  admission  policies 
among  the  many  colleges  and  universities  in  this  ronnlr>*.  .Most  of 
the  junior  and  coniinuiiitv  colleges  will  miitinue  to  admit  tiny  youth 
vl.o  has  graduated  from  bigh  s hiwil  and  any  adult  who  prc‘scmls  evi- 
dence of  inten^st  ami  basic  hackgiMiuud  nHpnivd  for  the  coiir.st'  he 
intends  to  pursue.  Some  institutions  will  restrict  their  admis-iiii.-i  to 
applicants  who  have  imnh^  high  grades  in  high  sduKil  and  high  scores 
on  N'holastic  aptitude  tests.  ()thers  will  .si*lect  in  ways  to  m»t  a 
“-tnd»*nl  mix*'  Ix^lievc^d  (n  Ik*  favoraliK*  to  active  learning  which  is 
commonly  (lelined  ns  including  student. s from  various  races  and  ethnic 
backgi^mmls,  with  a variety  of  intere.stHS  and  achievements  in  s<*1umi1, 
exirmuirricular  and  connminily  aeliviiies.  .Still  otliers  will  H‘lect 
Mudents  in  terms  of  iKvupational  inleix^.sUs  or  other  hiiM-s  for  spiviab 
i/,alani  in  t'o  liege  and  university.  .Some  slates  will  follow  flic  California 
pailiUii,  which  spivifies  the  Kinds  of  htmlents  that  aiv  ndniissihle 
to  each  of  the  I hi'i'e  systems  of  public  higher  (slncation  in  that  stale, 
In  geimnil,  every  high  sidiool  graduate  who  wants  to  go  to  i^illegi^ 
will  he  admissible  to  Mime  institution  withiii  1(K)  inilesof  Ins  residence. 

.Siafliinr  patterns  will  Ih»  inodiruHl  by  the  \mhhU  created  hv  the 
clian^res  in  cnninila,  in  le.icliing  ami  learning  practices  and  in  the 
ivlalion  to  the  ivs<‘aivh  and  graduate  inslitulionH.  The  ratio  of  slu- 
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dents  to  tciicliei’S  in  (lie  institution  will  be  higher  than  the  present  aver- 
..  age  of  four-year  institutions  but  probably  not  as  high  as  the  average 
student-teaclier  ratio  in  junior  colleges.  The  nse  of  such  technological 
devices  as  overhead  projectors,  motion  pictures,  video  tapes,  closed 
circuit  TV,  audio  recorders  and  coni])uters  will  increase  as  students 
discover  their  values  to  aid  them  in  learning.  The  addition  of  these 
devices  will  probably  not  be  the  occasion  to  reduce  the  number  of 
faculty  mein  Dei’S  but  rather  to  increase  the  effectiveness  of  learning. 

Mention  has  been  made  earlier  of  the  shift  in  forces  exerting  iii- 
flnencos  and  partial  conti'ol  of  colleges  and  universities.  It  seems 
probable  that  students  and  their  parents  will  have  more  influence  than 
at  pi’esont  throngli  reprc.sentation  in  internal  committees,  tlirongli 
meniberslii))  on  advisory  boards,  throngli  membersliip  on  boards  of 
trustees,  through  direct  confrontation  with  faculty  inembei*s  and  ad- 
ministrators, and  tlirongli  lawmakers.  Potential  employers  will 
have  more  iiinuencc  because  more  of  them  now  seek  college-trained 
pei’sonnel.  Tlieir  influence  will  be  exerted  throngli  financial  grants, 
tln’ough  direct  persuasion  with  fa  cult}’  members  and  administrators, 
through  boards  of  trustees  and  tlirongli  lawmakers.  legislators  will 
have  more  influence  because  the  need  for  public  funds  has  grown  more 
acute  and  legislators  are  demanding  reviews  by  the  university  of 
its  policies,  ))rof;rums  and  practices.  This  applies  priinarily  to  state 
legislators  hut  al.so  to  some  extent  the  Coiigre.ss  will  exert  a powerful 
influence. 

At  this  time,  faculty  nieniliors  have  the  greatest  influence  of  all 
group.s  on  iiniver.sity  ))olicy,  and  tlie  inllucnee  of  the  administratoi-s  is 
lower  than  in  the  past,  'fen  years  from  now,  as  thei:e  other  forces 
exert  strong  etrorts,  tlie  faculty  ))ower  will  be  reduced  and  the  admin- 
i.strators’  infliiencv'j  will  rise  .somewhat  becaii.se  the  administration  is 
in  a better  position  to  deal  constructively  with  external  forces  than  is 
the  faculty. 

CONCLUSION 

Tlio  foregoing  essay  pi*e,sents  a ))ictiirc  of  tlie  cliaiiging  scene  in 
Ainoricaii  higher  education  as  I view  it  from  47  yeai*s  of  active  involve- 
ment in  its  as  profes.sor,  adiiiinisirntor  and  consultant  Great  cliange.s 
arc  now  going  on  in  colleges  and  iiiiivoi’sitics.  They  fai’e  new  tasks,  i hey 
find  (hat  they  arc  involved  with  students  who  differ  in  signilicant 
n*s))octs  from  those  they  have  known  before.  Tliey  are  encountering 
new  ]>ressnres  from  new  sources — student  protests,  facnltv  nnvest, 
research  demands,  pnivnt  di.s))leasiire,  and’ incivasing  liiiniicial  prob- 
lems. In  (bis  flux  of  difliciilties,  (he  colleges  and  universities  will  not 
all  iv,spond  in  the  .same  way,  but  1 believe  (hat  .some  of  (bo  dim^tionsof 
inovcineiil  can  he  foreseen  and  1 have  i*eporte(l  (lieiii  here.  Only  time 
can  prove  I lie  validity  orermr  of  tlie.se  proji^ct  ions. 

Kor  (he  Ke<leral  Govcrnnienl  to  i*o.spoiidcon.stnictively  to  these  antic- 
ipated dmnpvs  in  liiglier  education  wil  inquire  some  pioneering  nicn.s- 
iip‘s.  Higher  educat  ion  has  Uvoine  too  large  an  (mtcq)rise  to  l>c  givutly 
aided  by  j^imll  and  iinrelntcd  ni^nre.s  of  logi.slation  and  ixjvcniie  nien.s- 
Uivs.  I/'gi.slatiou  is  newled  tliat  states  inoro  ooinprcliensivcly  and 
cliwrly  (iian  earlier  acts  what  is  the  national  iiiterest»  in  higher  odiica* 
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tion,  both  public  and  private.  This  statement,  like  the  Full  Employ- 
ment Act,  should  furnish  a previously  missmg  standard  for  planning, 
for  developing  enabling  legislation  and  for  making  appropriations. 
It  would  affirm  the  need  in  a strong  modem  nation  for  a continually 
expanding  number  of  well-educated  people  to  furnish  the  technical, 
professional,  and  managerial  personnel  required  by  our  industrial, 
commercial,  agricultural,  and  service  occupations  an^  to  prepare  lead- 
ers with  laiowledge  and  vision  in  our  political,  military  and  social 
institutions.  It  would  reco;piize  the  major  role  played  by  higher  edu- 
cation in  providing  for  social  mobility  and  the  limited  opportunities 
previously  available  to  some  sectors  of  our  society.  It  would  state  the 
national  interest  in  the  full  development  of  its  citizens  both  to 
strengthen  the  countiy  and  to  contribute  to  our  democratic  aspirations 
that  cvciy  one  may  be  able  to  live  fruitfully  and  to  enjoy  liberty  and 
the  pui*suit  of  happiness.  It  would  recognize  the  discrepancies  among 
the  states  between  their  educational  needs  and  their  resources  and 
would  affirm  the  purpose  of  the  federal  government  to  help  in  elim- 
inating race,  geographic  origin  and  income  as  barriers  to  educational 
oppoitunity. 

Other  legislation,  particularly  appropriation  bills,  should  be  shaped 
so  as  to  encourage  effectiveness  and  efficiency  in  the  operation  of  col- 
leges and  uni  versities,^  and  to  reduce  the  wastes  of  obsolete  policies  and 
practices.  This  might  include  some  of  the  following : 

1.  Channeling  support  through  student  stipends  to  increase  insti- 
tutional responsiveness  to  the  demands  of  stu  Jents  and  their  ])arents. 

2.  Concentrating  support  where  greatest  needs  exist  rather  than 
dissipating  resources  through  widely  scattered  efforts.  Among  the 
greatest  needs  are  the  support  of  students  from  families  with  low  in- 
comes, institutional  support  where  the  college  is  rendering  an  impor- 
tant educational  service  not  otherwise  available  in  that  area,  support 
of  special  developments  like  work-study  cooperative  education  that 
represents  a promising  innovation  in  improving  the  amount  or  qiial- 
it}’  of  learning.  It  is  important  to  avoid  a method  of  support  which 
simply  increases  funds  available  without  requiring  an  analysis  of  edu- 
cational problems  in  the  institution  and  a plan  to  focus  efforts  on 
promising  solutions  to  the  pioblems.  Wlicn  grants  are  made  to  edu- 
cational institutions  without  categorical  provisions,  most  of  the  in- 
creased funds  are  allocated  on  the  faculty-administration  bargaining 
table  and  not  on  the  basis  of  critical  educational  problems.^ 

3.  Clianging  one  of  the  provisions  of  most  cun*ent  legislation  that 
limits  the  institutions  qualifying  to  those  that  are  accredited.  This 
tends  to  suppoit  present  policies,  admission  practices,  staffing  formulas, 
and  teaching  arrangements,  rather  than  encouraging  the  develop- 
ment of  policies  and  iirecticcs  based  on  the  new  conditions,  the  now 
0])poitunities  and  the  knowldege  gained  from  experimentation. 

4.  Encom*agin"  and  supporting  icscarch  and  dernonstrations  deal- 
ing with  critical  pioblems  in  colleges  and  univereities.  This  would 
incliido  experiments  on  measuring  educational  losults  and  techniques 
for  ])lanning  based  on  cost-benefit  analyses.  The  knowledge  and  tools 
gained  from  sustained  efforts  of  this  soi*t  should  greatly  aid  in  iin- 
pioviding  the  effectiveness  and  oflicioncy  of  American  institutions  of 
higher  education. 
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The  Planning  of  U.S.  Higher  Education : Projections  of 
Enrollment,  Degrees,  Staff,  and  Expenditures  to  1977-78 

Kenneth  A.  Simon^ 


I.  PROCEDTmES  AND  RELATIONSHIP  TO  PLANNING 
FOR  HIGHER  EDUCATION 

General  Background  and  Procedures 

The  data  and  projections  are  for  all  colleges  and  universities  in  the 
50  States  and  D.C.  which  offer  degree-credit  courses.  . 

We  have  depended  almost  entirely  on  published  and  unpublished 
data  and  projections  available  in  theNational  Center  for  Educational 
Statistics,  U.S.  Office  of  Education.  The  projections  shown  here  are 
identical  with  the  ones  shown  in  the  Center’s  Projections  of  Educa- 
tional  Statistics  to  1977-78.  (See  bibliography.)  For  the  projection  we 
are  showing  here,  we  made  the  following  decisions : 

a.  Figures  will  be  shown  for  1957-58, 1967-68,  and  1977-78. 

b.  The  projection  will  show  what  is  exj^ected  to  happen  and  ydll  not 
necessarily  reflect  total  needs  for  institutions  of  liigher  education.^ 

c.  Our  presentation  will  be  limited  to  a single  set  of  projections 
based  on  a single  set  of  reasonable  assumptions.  (It  would  be  possible, 
of  course,  to  ^ow  alternative  projections  based  on  different  sets  of 
assumptions  which  could  be  as  valid  as  the  ones  shown  here.) 

General  Methodology 

In  most  cases,  regression  methods  were  used  wherever  a trend  could 
be  established.  Where  no  consistent  series  was  available  or  the  data 
proved  to  be  too  irregular  to  establish  a trend,  a constant  based  on  ob- 
servations for  the  last  year  or  so  was  used. 

For  establishing  the  trend,  observations  in  the  p most  recent  years 
were  used,  and  these  were  extrapolated  10  years  into  the  future.  The 
10-year  time  span  was  considered  better  than  a longer  time  span  be- 


*The  author  is  Director,  Reference,  Estimates,  and  Projections  Branch,  Divi- 
sion of  Statistical  Information  and  Studies,  National  Center  for  Educational 
Statistics,  Office  of  Education,  U.S.  Department  of  Health,  Education,  and 
"Welfare. 
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cause  of  the  improvement  in  the  available  statistics  in  recent  years 
and  the  rai^id  changes  in  economic  and  social  cojiditions. 

Straight  lines  fitted  by  the  least  squai’es  technique  to  the  ratio  (for 
example,  of  expenditure  to  enrollment)  as  the  dependent  variable 
and  time  in  years  as  the  independent  variable  were  used  for  j)rojecting 
whenever  possible.  The  rationale  for  using  the  straight  line  with  rates 
is  that  the  long-range,  true  curve  of  relationship  would  be  likely  to 
yield  a _^straight  line  over  any  portion  covering  only  a 10-year  span. 

The  fitted  line  often  lies  considerably  above  or  below  the  last  ob- 
served point,  resulting  in  an  unusual  rise  or  drop  from  the  last  actual 
observation.  To  avoid  this  and  give  face  validity  to  the  projections, 
the  line  was  used  only  to  establish  the  last  point  and  a new  line  was 
drawn  through  the  last  observed  ratio  and  the  end  point  on  the  curve, 
fin  this  case,  the  fitted  equation  is  used  only  to  establish  the  ratio 
at  the  end  of  the  10-year  span.)  The  rates  were  then  applied  to  the 
appropriate  population  or  enrollment  figures. 

With  the  exception  of  the  part  on  expenditures,  most  mathemati- 
cal models  and  equations  were  omitted  from  this  report.  However,  the 
equations  and  further  details  about  the  methodology  for  developing 
the  trend  projections  shown  here  are  available  in  the  U.S.  Office  of 
Education  publication : Projections  of  Educational  Statistics  to  1977- 
75  (see  bibliography), 

RELATIONSHIP  TO  NATIONAL  PLANNING 

The  foregoing  explanation  of  the  procedures  and  methodology  used 
111  presenting  this  paper  essentially  describe  the  purpose  and  limita- 
tions of  the  projections  developed  here.  Stated  simply,  they  show  what 
we  might  expect  in  the  way  of  higher  education  enrollments,  de- 
grees, staffing,  and  expenditures  if  the  trends  of  the  past  10  je^vs 
continue  tliroughout  the  next  decade. 

These  projections  should  prove  quite  useful  to  planners  for  the  fol- 
lowing reasons : 

a.  They  enable  one  to  find  out  how  things  would  look  if  present 
eftorts  and  resources  were  continued. 

b.  They  provide  a convenient  set  of  coordinated  figures  on  the  major 
items  wliicli  could  bo  used  as  the  base  for  adding  other  items  or  for 
making  fuither  breakdowns  of  items  already  projected. 

pi*o''^ide  a convenient  starting  point  for  measuring  the  ef- 
fects of  implementing  programs  designed  to  change  past  trends. 

Tins  last  point  deserves  some  amplification  because  it  implies  that 
these  coordinated  projections  contain  some  of  the  essential  elements  of 
a Simplified  educational  model.  That  is,  a change  in  one  of  the  major 
items,  such  as  enrollment,  should,  in  the  long  run,  create  proportional 
changes  in  degrees,  staff,  and  expenditures.  There  are  numerous  ways 
111  the  projections  shown  in  this  report  could  depart  from  the 

trend.  F or  example,  a recent  unpublished  study  by  Dr.  Joseph  Froom- 
Ivin,  Assistant  Commissioner  for  Program  Planning  and  Evaluation 
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in  the  U.S.  ’ Office  of'  Education,  shows  that,  .by  1977,  total  college 
enrollment  would  be  almost  20  j)ercent  higher  than  the  trend  figures 
projected  here  if  a large  number  of  financial  restraints  were  removed 
from  those  person^  able  and  w attend  college.  Tliis,' then, 

could  result  in  a 20.p.ei’cent  increase  in  degrees,,  staffing,  and.e^^pendi--. 
tures. 

On  the  other  hand,  a leversal  in  the  trend  for  larger  proportions 
of  college-age  persons  to  attend  college  could  result  in  a deci’ease 
in  the  degrees,  staffing,  and  expenditures  shown  in  our  trend  j)i*ojec- 
tions.  This  treatment  of  our  trend  projections  as  an  educational  model 
is  perhaps  an  oversimplification  of  the  results  to  be  expected  if  changes 
were  made  in  any  of  the  main  items.. projected  (enrollment,  degi*ees, 
staffing,  and  expenditures).  However,  they  at.least  provide  a conveni- 
ent framework  for  analyzing  and  measuring  the  factors  that  -cause 
departures  from  the  trend.  Also,  experience  has  taught  us  that  they 
represent  our  best  estimates  of  what  wo  might  generally  expect  to 
happen  to  enrollment,  degrees,  staffing  and  expenditures  during  the 
next  decade.  In  any  case,  we  hope  that  the  trend  projections  which 
follow  will  be  utilized  in  the  light  of  their  uses  and  limitations  that 
we  have  described  here. 


II.  ENROLLMENT 

Total  Otkning  Fall  Enrollment  in  Institutions  of 
Higher  Educaiton 

Fall  enrollment  in  4-year  and  2-year  institutions  of  higher  educa- 
tion, as  reported  in  the  opening  fall  enrollment  series,  includes  resi- 
dent and  extension,  full-time  and  part-time  students  taking  work 
creditable  toward  a bachelor’s  or  higher  degree;  and  also  resident  and 
extension,  full-time  and  part-time  students  in  occupational  or-  gen- 
eral studies  programs  not  chiefly  creditable  toward  a bachelor’s  degree 
but  preparing  for  a technical,  semi-professional,  or  craftsman-clerical 
position.  It  excludes  students  in  adult  education  courses,  correspond- 
ence, television,  and  radio  courses,  and.  students  in  subcoll egiate  de- 
partments of  higher  educational  institutions.  Fall  enrollment  in 
higher  educational  institutions  increased  from  an  estimated  3.2  million 
in  1957  to  6.9  million  in  1967  and  is  expected  to  be  10.7  million  in 
1977,  of  which  9.2  percent  are  expected  to  be  in  occupational  or  gen- 
eral studies  programs. 

Of  the  9.7  million  students  expected  in  1977  who  will  be  taking 
work  toward  a bachelor’s  or  higher  degree,  1.3  million  or  13.4  per- 
cent ai’e  expected  to  be  seeking  degrees  beyond  the  bachelor’s  or  first- 

Srofessional  level.  Of  the  remaining  8.4  million,  who  are  seeking  un- 
ergraduate  d^rees,  about  one-fourth  will  be  entering  college  for 
the  first  time.  (See  table  1.) 


325 


TAntK  1.— Tola!  cnroUmtnl  in  oil  in^ifulioni  of  higkrr  cdMCoiion.  by 
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flrBt»j^«esi<msl  enrollments  tn  IdCl. 

> Vocetlouel  or  ^erel  studies  proyrsms.  not  chiefly  eredlleblo  toirerd  e becl»elor's  or  higher  decree  end 
estendinc  not  more  then  1 )*eers  teyond  bl^  ecbool,  ere  dnslctiM  to  jtrepire  for  Immodiete  employmrnt  In 
en  occupation  or  chx^trr  of  oocupeuems, 

N6Tb:  Datn  are  for  GO  States  and  the  Ofstrlrt  of  Columbia  for  all  years,  Bresuse  of 
roundtn;?,  detail  may  not  add  to  totals. 

Tho  basic  assumptions  upon  which  tlio  abo\^  fipfurcs  arc  based  are 
shown  wutli  the  inaividual  elements  tliab  make  up  these  totals. 

Fihst-Timb  Opening  Fall  Enbollhent  in  DEaiiEK-CiiKDiT  Cocbses 

First-time  openinfc  fall  enrollment  in  degroe*credit  courses  increased 
from  0.7  million  in  1057  to  on  cstimatwl  1.4  million  in  1007  and  is  ex- 
pected to  bo  2.1  million  in  1077.  Projected  first-time  degroe-credil  en- 
rollment in  all  institutions  of  higher  education  is  based  on  tlio  assump- 
tion that  first-time  enrollment  as  a percentage  of  tlio  population  aver- 
aging 18  years  of  ago  will  continue  tho  1057-07  trend.  This  percentage 
increased  from  81  in  1057  to  40  in  1000  and  i.s  expected  to  bo  50  in 
1077.  (See table  2.) 

The  distribution  of  first-time  enrollment  by  sex  and  by  control  of  tho 
institution  attended  shows  that  women  increased  their  percentage  of 
first-time  enrollment  from  30  percent  in  1057  to  43  percent  in  1007  and 
are  expected  to  rcacli  40  percent  of  all  first-time  degroe-crodit  onroll- 
mont  by  1077.  Tho  percentage  of  first-time  degree-credit  enrollment  in 
public  Institutions  increased  from  60  percent  in  1057  to  71  percent  in 
1007  and  is  expected  to  bo  77  percent  in  1077. 


2.--  <f4'grt'0'^f,frchi  0-rif'ffl/ffftfd  fft  oV  iift.tffif'vfi.fytt.*  f/j  hglrf 

*'fJu tuition^  hy  ^#ar,  att^rj  hy  ifiKt ityhonf/l  rvntrol^  fjtrilj’d  Jail  tP^tn^ 

and  !»7T 

ITir^iildDl  uh<1  fi*!! 


rUMlUtUOUt 

IVD7 

?wft7t 

»vr7* 

Ji  in**'  lrf^•>tm]sr)  d.jcr***'  H 

X,  MW,  IKW 

2,rM,»KW 

Idon  

*4i,l«5t 

*vl4,iKKi 

irtv:-;,  n<w 

•t  orwoH  . • . X . . . , > 

O'Ai,  IKKi 

7*Ut»iWy  i‘rnitl'uUi<f!  ,*,...  ......  . - . 

ooof-t'olUtj. 

AJiltWIi 

anil^.n 

t,ov4,<yitt 
iU».  (KK) 

n«w 

<10t,  ftIKI 

r-fi!  i«inii>-'  nil  51MW  MnO  SWm  Tull  wuixtJ  ' iiT  :Urf ttondtiirrtKM'Mtnit 

4«tit  tiUti*i<:.i  nut  ro,irtjt'U((*J  u>i<f  i»i  iir«iUiuhi«i>'  <lutv  trtmi  1^11  ’JiVKH:  ^iiumroUMimU'r  H\trvi*v  ol  l.4»lul 

0>^rHn  .<^'<u8M  i*u4  lUtfMti-- 

Ittuttri  -v  n*.  i^iirt  tuliitJ 

* ot  9t(t.4>unti«  fitMirtinc  T4«1  nrtfonmotil  Im  i»!I  lniit.itvt)dhK  of  ton 

«M?|  ittiifl  try  )tjHli|,u1  irmW  orrr.t^oj  tk  1»mii4«4  on  tlo-  mMtiiiipnUin  ttrut  IfiH-rl/lmr  ^mfoUitintil , Mk  ft 

:}M>f(K'Oti4'c  tH  V^i*>  hvorticttit;  th  ymkt'k  ot  wUl  foUow  11ii>  tufi?  4',':  irun^  to  )n  <Ml.*iyo>  y 

r^f  m;l<otltoiitit  Mll0N4|t^£  fhi'oityh  I4l^  try  lliw  Virl^inttitT  ouiiil  )i(nni<filit 

Ad  of  ii^'u  )i:itlfudo<t  ihi* 

N'ltt;  -‘t^Mtii  Kfp  f>0  KkU**  »ti4  ifik;  of  <‘<rturtrh)H  lot  hU  ytmu  of  4i‘lult 

tPhy  tiot  M<1i1  td1^ltl4i« 

IvOfoIUrtmit  li'«»:o  tf  A,  f>iH)3iriniiiM  o!  Jf  »MktUi,  lofi^  i»ft4  WtiUkJT,  Oftii**"  ot 

(I)  iftoU)  ICttt'olfoint.t  )n  tHy1u»}  ^i<ikii'k1,loti„*'  HfOotUly,  |Mt*  lltf'oui'tt  JW17,  f.tif1  i?’) 

« Ifutf'  ”|twti4otrt  «rr4  y,t?4;;t^fr|^)  97;M;'ofloiiint  to  too*  JIU'txV 

lKn(,"  futf  ItKtn 

I'jj'Mt  u«u*  o|K*4unjtr  is  brnkon  <donn 

iifiwtvn  mf4it«tions  and  iS^ywir  KirKt^jmo  <*4in)ll- 

nm\\  in  iuHtiintions  ‘2.1  of  ail  rti>t-limu  dc- 

in  11  m 15^17^  ainl  is  (♦xptsr^^v}  to 

Ih*1I  |H*jxx*ntby  r**77,  (SfHMjibb^sland  t.) 

Tti'tJ,  W.  hi^h'mf  fffhhnmu  d* grtt^nt dii  ttiiolUntfil  in  J,»ytnir  intUivitonf^  f>f  Pngl*r 
filuc^iiont  hy  02nd  hy  inhiitviiancl  r^nitol^  Vniiui  >*/o/r«,  fall  71^17^ 

nnd  !U77 

tn*K*)t1i'M  ktnl  «'ttrn>.^oU  *rjir.;au|{  WiroUno'M) 


I'urollmdji 

jwa: 

rcT» 

Hf'tfmi*  fN'ktitrun  d«ift'cw  ««dU  , . ............ 

....  ftW, 

{«<;.,  <»cw 

1,  (KW 

Mf*n 

si:.  ta2 

(KK» 

MitKtn 

:?{i,  (KW 
<Cy,{KK» 

Women 

l*nlijlrly  oonUoUwf  

WOOO 

'.r\S, 

4]ft.<KK) 

i‘Uratn)y  TOOtroUpil  

• rktlmatt'i  1»as<'<l  t)h  A)n!  I '•ft*  otK-ntoff  Ml  knjrvoi  Iff  •!!»)«»  »n<I 

rutxiUn^ful  uol  *ojtaralrly,  »tvl  <trt  j»rcUmlu\Tv  4aU  (tnm  (all  iiut  vr.y  »>(  total 

•Jrftft'-crctlJi  atnl  total  tioj>-<lnciw*-mvUt  cittwllmcttl  i^poftM  (u*{>aratoIy*  JiWlmtf  ejot»-itoctw*«<^ol  rut  oil* 
tncnx  vtui  not  t rtvitio<l  )>r1(ir  to  (all 

* Tlitf  }tio}tH'tlou(t(  lft>tl:ti4  0t*<'nlnp  fall  ruNlittriil  In  4«)‘)^4Mnttlttitlotitioflilc!irrr  Inca! Ion 

Ir)'  >r«  rtit'J  hy  Initlltutlonal  ooutfol  1$  t.ax^l  u»t  tint  a*>tj»nj»non  Utal  |tt»tlm«  y»mllm<’nt.  ctjnoiiivt  a*  a 
iwrcrntaftO  «( lh«  pninlUUon  avrt  aclttit  Is  ><*ar*  n(  at*',  will  follow  tho  10&7-47  Uvn4  to  19m  tt»  oarJi  c*t«*Cory 
o{  rnrollmeni.  Wlcrun^  MtcmUiui  oollryn  titrt«ncli  aitl  provf-fod  by  U»o  V^toraiti*  Ut'ta'ljtuimnit  Ikncats 
Act  o(  \00A  aro  Indntlo*!  in  iho  irctul  ptuloctiotiii. 

Noti::  DaIa  ATP  for  .V)5tAiM  mil)  the  Dlstrlrt  of  Colnntbh  for  all  yean.  OocAUMofmumllnir.drtAll  tn.iy  not 
fttM  to  totaUi. 

.'onim:  KitrollmontdAtAfroju  T.S.  Dfpnrtmrtit  o(  lb*alt)j,  IMuoatlon,  nnd  WoUATft.Onicotif  KducAtlon. 
circtilsvr*:  (I)  *‘<»r>cn|nc  (KuU)  Kurjllmrut  In  lllchcr  Kdnmtbm,"  uuimiUly,  IW  il.ronifh  t'*ft7;  and  (2) 
mifHiblbhfs)  pjpllnjJuiwy  tlrtf.i  fn»m  "llrsldon!  junl  Kxtnitlon  Kuroll/wnt  In  Inifihiilons  of  llJchpr  Kdu* 
CUtloil,”  (till  J‘«tjO, 
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32f) 

T A titt.  4-  — f nf-'turit  frt.tthnififi  i^jjg rtr-nffffii  i nrttUni  tnf  » I* • y f irthlitvi tfiv  f -tff  h yg }i.«t 
rdvraitoft,  hy  an  A ^*y  -iftM'ituIttmfil  r of  dr  oh  {'fnira  jfiU 

«»<</  //yr? 

|Tli*«i<lor*f  Hrtd  iilnnni<!fj  rrjii»fklns  |hI|  ^'r^r^»ll^Mr»r»l  J 


1'  (iMitltru'iil 

J WfH 

i UT7  • 

l»if  'Mtiii  p'lktfhrriyri  unOM 

Mr.httd 

Wdi; 

}»K,o^{r 

<KKi 

M mtii-fi 

m.  (Klii 

r>-/v 

tHUi 

14)1  tm 

fiiii/t  K(i(Ui<i 

* 1>!  ..‘imti'.'-  lutNti/]  irtJ  IlHHi  nri'1  ISMiV  twll  «:il  ^i  >»  «iF  l:'l  'fitlir  *1«!finr xTiulkt  lUi^l  noti 

iMPnJltiiriit  Mol  (tti  jPi  liMMtiHKX  Tt'uin  lull  lIHHi  inuitpiuhratf.lXT  «||M-ry  tif  liiUkI 

»mfl  tnU.!  Mtiri (H' .ni Pift!*  rip iilliiirnl  injurrlnfl  Nr;mnit.r' j-,  :l;rt  'Hint  null •<li!{?int>ni rd M uitruM* 
ilKriri  V 111'  U>>1  )rttol-lrd:frT'i<n  Id  luM  llltH. 

^ V'l|i  |r*'«il«Pl  IHti  fi’  ilMl  'I, Uni  iiprr  ^«||/ ‘Tuti  iH' iMMid  H «>;  kli  df'nul  '>i(lfl  (I  rrt  l*m^  tui^ 

't  ^ t,rt  UN<-1  t-'5  i:pt!  H i;l  t<mv»l  u ^miw‘d  «i5i  t uwmn  pt  m*;  i lwl  l vimv  rnr^iUjrrT'it.,  ri'|ivi‘«iwvj[  >i* 

««*';tnj'i  III  ’I  hi'  tX'pUli.t  tun  h'Vm  1**  J‘|'UI>  nf  uj'i  , vill  Irli»ivi  1 hr  Jfff.T  >1,^  1;'rn/l  In  ItlVT  Ih  I'l.f^h  rul  5 tif 

^’MNiMtMi-nf  '^«<iiiitinr  kMuhdtiil'  f ht‘<it||-1j  utd  1 hr  \ «'fi*i  miii'  ?|{i';»'l)ijiil  »iu*n1 

«jf  JJttdi  i*fr  hi(iludi>i*|  hi  Itli'  f 'luifl  ;|it-u)(ii>f  |rlll^ 

'Mm'U  Hu’t  h hIt  »*«  ty>  'tuh'r  v>»ii|  Uh-  i'ttithiH  «il  < |i>l  t«'.| nU  liil:)^ 

tiul  1«  f »t  t*h 

!T'iit<iI!  ini'iil  ci».’ n Ji  I'lii  V M 1 irpnH  iiii'rl  iiM  I P'vlt  fi,  3 >tut iilul  rttmr,  <*t^irr  ci|  J’i.diji'wl  IUf> 
<’tK'utit«>  d 1 "<*|K’ti)'ii-  ' I’ I,  lii'iilliiiriit  ill  Id;,,''  uiUUJhM},  j IlfiV  i >ii'<rijf  It  ^iid  d'j  -grp 

^ viifciii  hi»»i  *‘ I's^h’hvii  i*tiA  4’,iiirh>hhi  l^wruUhP'ui  in  |iiMVhudnnk  u{  MVi'tHNt 

fttll  ^KM>. 


4'ntv)1toK*jii  in  *J  y<Mr  in  1 Motion ■»'  ij»  IMj7.  in  I1K;7, 

.iinl  oS  in  JM77.  MoM  niifj«*nrolj  forth**  fir  t tiiHf  in 

•J-vo:ir  jniMioly  rontt‘<*lUvl  in-titntiou'^.  Tlu*  5w*Twntn*;rrt 

it»  nirT.i’  1,  sj  jn^n***ni  in  11^*7  to  sn  jK-r«vjii  in 

IM(;7,  ;iinl  i'o  to  jvnuiiti  ''M  j*oivvnt  in  IM77. 

1*uTAn  ()n:\*s'ti  l \u>  KMr<M.nMi,\r  i\  I)nr:in;i:*('i:i:mT 

Toi  il  o]hni»i::  fill)  mrollunMn  in  <'onrM*s  c’lTMlit.!]!?**  to\v:ir<l  t\ 
Iht;  )n  ]i»r*‘^  or  !n  ull  in*»tiMtti<nis  of  hi^]n*r  i«<linMiion 

iinTi*:iMNl  from  .*»,o  nhllion  in  3M."»7  to  an  (*>Jini3tt<*<|  (\.:\  million  in  llto7 
;ind  i'»  oxjH*4*t4^<l  to  < liinh  to  M.7  ntilli<*n  )»v  IiC7.  Tlm>4*  li;:un*s  iin^hnln 
all  to  :<h*nt  ami  rxtiMisiojK  fnll  tiim*  am(  paii  tinu*,  {rr;ulu.tt<\  iimlor 
{rrailunto*  nml  (ir‘*t‘j)rof<*»ional  imroDiinmt  in  *h*{rr*‘<‘‘iT<‘*lit  <*otirs(‘iin 
'l-yrar  institutions  nml  in  li^voar  intituJions.  Tliry  iimlmlo  tirst-tinio 
ns  woU  as  nmn*  iulvnmnMl  stuArnts.  (Soo  Inhln  h.) 

ProjoiMions  of  total  oiKMiinj^  fall  da«rnv*civtlit  enrollment  in  nil 
iustitnti<ms  <if  higher  isnicntion  Nveiv  inmle  separately  for  men  and 
\v*nnen  hy  type  nml  l>y  control  of  the  institution  attended.  Tliev  uro 
hash'd  on  the  assumption  that  the  percenta;n>  of  colle^eotge  peonle  en- 
rolled in  e*)llep‘  in  each  of  the  above  enrollment  en(e*»orie,s  will  con- 
tinue to  ineivaso  front  I?)08  to  1077  as  it.  did  frmn  1057  to  1007. 
Attendance  status  was  pntjected  hy  hohlin^jf  tamstanl,  through  1077^ 
the  1007  pereenln^ini  of  fnll-lime  em*ollmen(  in  eaeh  enrollment 
category. 
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T it 'M.T;  %.  — Tf^ol  ^ V / f t< raf !ih f ft f in  dll  in ifui i on*  « /f  fiiplifr  t •^’Iv f <7 / v on^ 
hn  hy  tjtltndfjno*  nftA  }jy  inffhlvlionnl  <:<yf»/r«7  — Sfottn^  itjlt 

//y.v7,  /Vf-zr,  ;/v?7 


{ uM(1  ('>  nptHifitc  fi.tl  <'Mi‘iil|irii"i1  j 

jvrv» 

Ilr'ii/Jtl 

Jl,  «nr, 

fi.  (M.  (K»jr 

Wi'ti 

1,fiM  «11 

!v  IKKf 

fi,  4 ,i>  Odd 

i,n:ir,  'h;/ 

^4^  (KKi 

4.  ‘14,  h.K( 

Hff.'t.i'li.tu'i’  * 

7.  UVV.iKtO 

4,  i)tto 

h,  fKKf 

rHVl  { Um-  * 

<►**( 

(Kitf 

r>:.4,<KH4 

1,  r.'fi 

s ;iiifi,  ixKi 

, 'ih,;  iKKi 

r'ru  i.ti*i>  I'Khf.t  cilii'vl 

;*M.  MV 

(4;^,  IXKf 

L',  r-H,  (KKI 

=' J'lrtl.limil.i'r  IHI  :|  JHH- UW'.T  ujH'tii-ii  1».ll  MUI  4 I-.V  ; 'it  (Mlui  iinrl »' '!  if  Mf-'tl  tio*i  dcuft-l ;! 

IIm)  !|'lTp«M!  lift  nppl^l  Mf  Ilf;  . itM'l  III:  >i>  lil.M  lM»l»  A '''‘♦tl  li  I'llin  .<  int  ■ H»i!,  M‘ i '’•inMIiHi  f in  » A i’  f Ml  l.l  tlitplnr 
•|it‘««il:l  1 «tf.i%t  |i -H'  |t;|Vc»l'. , .11  • I MI-  > . I'i' 

» V 'll' jii'iijiwi  uiii  Ilf  tiiLi.l  I’li't'i'i'i'.ni'Mi'J  j|  i<(it'n;ini«'sl  in  i.il  ni-k  uikI  frinlkt  ij  ) in.’iui't  cvi' iI  i .!  |* 

irti  till'  iiMi«(iiifil  iiiN  {.lint  i>'trMUii<iii  1 >”1  I hi.n«-  |i  :<l  ti  i;l  t<i!ir,  n pi  rnmnf}  ik  u jmi  i'iMil  nyi  ul  (mpijlhl  i:fp 
*•*  n 5 H itl  ftiHt'tt'  Itii*  Jtir*  'I'T  Ihiii''!  f'l  IfTT  111  l■■|^''■|  111 si'nlluK'Tif  iihId^vii  ^ 

'i’ll!  JH'tifw'l  mn  iiliiil-*!  'tv  U>»'-i»U' ‘111  r-iVnUtniviif  »•>  hU  i1  .j1  i-jiij-  t»y  »i  f.i»-i<tuMiii’  UhmiiI  im  Ifir 

HH.'ltiiftiUuri  ilmt  lf|  I‘ni’»i  iiiit‘citU|ii’'-|l  Dii  ii^im  ^ itii’  I nt  I i m|  luHliiii'  ii;ii  citl  tiii'ti  I ! 'i  tfitnl  I'muMttu-fil 
♦■«*|i.irh'1  III  1 lii‘  1 1NK)  i<'ii  .ill ’nitr»|  h.i'i'i'A,  wHli  riil-Kii  111  rinnnlii  iMittsiHiit  1« 

IWTi  nf  Imidln^' l•(«tU'(’l‘ 1 'll  fii^.fi  nij  {if'oi  iit"']  I 'A  1 hi  % npsi  Hi'vd  luiil  hii'nl  i^iini'lilf  .Vi*!  ul 

Wi'  hu'tu't"'!  Ill  iUi'1,v«'  i1 

• ti!i-1a-i«i  Mrtftu  lilt  1'*'^'  ttM'1  ini'*  t»  t'MlUtiHlni]  tl'Kitf  lilt  lirtfp  rrifotUiK’-it  h)' 

»U4iii<tnrui»  MMijii  Ih  i'trfH|ft‘fitMin:.}vi  miriulthinil  4fi'J  I«»‘i, 

Ndlt,  -linfH  irf'i'I'rt  hiiMuti'ji  3»iM.i  u-l  of  **lj  «it  I'dtihii  , 4«'tiill  thttv 

tM>f  teil'1  111  lot  nl.> 

t'lhi'njtmihf  lint  a (iii'l  tt.iT  tiilwot  tin  t'  >*t.  I*rp-4tln»ml  »»{  IOIumhI  ion,  tVrl. 

InJr,  nf  J'lluiiHluiM  ill  •■0|niNlnt'  ' } nil  I |>i»'n!Uni'?i1  ir|  HU,  h*-l  l;;ilui'Ht  inh,"  nfifiiin!l>,  Jfl}* 

13tl  Klj-'-i  V-t*'*;  '7>  w-1‘1  lit  V.nr  iUmu'mI  Vt  1 ‘ji  of  H I'dhi'ni  i i‘i,  ' t'lnitihi'.lj , 

»i'i ,ii  1-t*.T  I j j'iH,  n:i<t  c M,  ti.i;r:itih- ’ll  1 tit  i ..h|.*» ,A  iluUtin.u  'K  • I- it  ,i  i 1 Kilt- r ion  t'uruii* 
Ihi'ut  io  tuMltUtliimft  Ilf  nU'.lo't  ICiJuOU  t.itu'  itiU 


'Hu*  !fp»jw*ni<Mi  <>f  \v<tiin»n  in  rill  in^tittifions  of  Iiifxlicr  <vlu- 

CAlion  Iins  inoixniMHl  in  flu*  jki'-i  fn»in  |H»ri*i»nr  in  107m  Io  |0 

|KTC4*nt  in  r>nr.  It  iso\|KTi«*<l  *o  1h*  I I jH*m*nl  l*v  M*77.  <liMrilm- 
lion  mImi  hliows  ilmt  hIkmiI  7J  j>t*iv*‘nl  of  nil  fall 

hltnloins  nlli'inl  co}|i»;>v  full  tinu'/rinut^  iV*lio\\eu*r, considerable  varia- 
lion  in  iIk*  1007  pcnenlayvsof  full  time  allendance anion^^IlKMlilTeivnl. 
eal4*;rories  of  htudenls  b^v  m‘N  and  l»y  iiMilnlional  Ivpe  and  ronlrol. 
*riie  1007  |HT‘*iMila;re>^  :uv  exp*vted  toeoiuiinie  willi  (udy  niinor  elian^'S 
tlin>u;rb  1077.  lbibli<*  institutions  drew  an  inrn*asin;r  percent a^re  of 
lot  a I enroUinent,  oS  j>eiyi»nt  in  lor»7  and  OS  |Huvent  in  1007.  The  enroll- 
ment in  public  institutions  was  l.S  million  in  lUo7  and  an  e.sti mated 
•l.d  million  in  H5ti7.  Tliis  coni  nisi ed  with  an  euroHment  in  urivale 
institutions  of  1.^1  million  in  10a7  ami  an  estimated  *2.0  million  in 
1007,  Projtvted  enrtdlinent  for  1077  is  7.1  million  in  public  institu- 
tions and  2.0  million  in  private  institutions.  Alnnit  8:1  percent  of  all 
dc|^ree-cre<lit  enrollment  is  in  1-year  in.stitutions,  and  tlio  onrollmont 
patterns  in  those  iixstilutions  resemble  closely  those  of  all  inslilutions. 

Total  dec^-credit  opening  fall  enrollment  in  2-ycar  institutions 
repre.sented  12  percent  of  total  degree-credit  enrollment  in  IDm,  and 
17  percent  in  11)07.  Total  dogreo-ciedit  undergraduate  enrollment  in 
2-ycar  institutions  rose  from  O.-i  million  in  1957  to  an  estimated  1.1 
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million  in  VM'u  ami  projfvi<Nl  million  in  !'.C7.  Men  ropTvw]t<* *<l 
(fU  pf*Trenl  of  <he  <Ic;rtvie*rj¥'<ljf  enmiltnonf.  in  IkiDi  of 

inMifnl  jon?^  in  IfK;?.  The  paUcni  of  emollment  in  other  rr«n>cvt«?c|ifferv*<l 
r-fm^iilerahlv  Ix^lMoen  the  2-ye.ar  ami  4-year  institutions.  Forty-om* 
ji(*jv'ent<  <»f  <le^nv  rre<lit  students  in  2 y<'ar  instittitions  xverc  part  lime: 
ui  4-ye.ar  institutions  jx’r«»ni  wW  part-lime.  Ninety  m*rec*nl  of 
<le;jT»^*  emlit  sludonts  in  *J-year  institutions  attendcsl  public  inf-iitii- 
f i(*Tis:  in  I -year  institutions.G.l  percent  were  in  public  institutions.  (See 
tablesOantlT.) 


KsriMATm  OiT-NiKu  Fau-  Kkitou-mknt  nv  Liitij.  and  Trrn  <»r 

I N srm*TJoN 


Hesideni  ;n*aduate  enrollment  .and  lesident  :m<l  extension  umh-r- 
frnduale  and  first -professional  enmllnient,  as  coiniKinents  of  total 
oj>eninf:  fall  dejm^^  emlit  enndlinent  in  4 -year  and  f2-year  institu- 
tions, were  estiniat<Hl  and  projected.  Since  Oj)cninc:  fall  clejjrec  cnNlit 
enrollinent  was  not  re|Kirte<l  by  level  prior  to  fall  11^07,  the  graduate 
and  tinder^radnnte  levels  had  to  Ik*  estimate<l  from  iiifoniiation  pro- 
vide<J  !iy  other  studies  in  the  Ofiicc  of  I'Mucatioii.  (See  table  8.) 


Taiili:  0. — Total  drurce^CTcdii  rnroUmrrU  in  inftiUition$  of  hi{ihrr  Cfhif'oiion^ 

hy  aUrndanoe  gtatuBf  and  by  inKtitutional  conirol:  United  SUitfUffall 

mr,  and  t077 

Atvi  rtUntion  oertitnc  f»U  l^nroUn:^nt) 


Knrotlmrnt 


Tula)  dncn^p-cosUl.... 

M«i 

Uotiim 

FulMlme  aUcntUr««  > 

I'iirt^tlmo  fttt^iidanoe  * 

rtiMicly  oontruli«<l 

PrivalOy  contro'Iw] 


iw: 

r*r.ri 

1 <::: 

2,  cu.m 

5.272.<»(t0 

7.v2.*.,<>»l 

..  1.7.'.V7ii 

a.  147.  (Kin 

4.y.2.'Ml 

924. 4?1 

2.I20.<kki 

3.4*a.<KKi 

1.K7I.0W 

3,m0fM 

'“T74Mwi 

W7.«W 

1.343,(KW 

2.(C9.<KW 

..  1.44fl,7.*W 

.1.3X*i.(SKl 

5.42.3.01)11 

1.231.475 

1.934.000 

2.4112.003 

* F.5liinmt«  baM*<l  nn  1900  and  1W7  nj)fti(ni:  fall  of  lolal  dccrr<eKTodll  and  noii-dc^rc<mlU  ••mon- 

inent  not  import  ol  wnaralely.  and  on  prp’.lniliutry  <l»la  fn>ni  tlip  I'CiO  con:pn.I)cnsivo  wirvoy  of  lolul 
crrxllt  and  total  non<df(fit«<tTKlit  eniollinciit  iV|K)ilcd 

» The  proJactUu  of  total  dcKW-cnnlll  cutoUii'pnt  In  4-ypii;-  InMttuiUmx  by  wx  and  In^titutinn.il  1* 

l^aMd  on  the  aMsinmtiun  that  enrollment  in  thfi^o  tnMlluMonK.ripteftscd  os  atK>rrentt4:u  of  |Kipiiluliun  need 
Is  to  21  years,  will  follow  the  195T~07  tienil  to  1977  In  each  enroll nirnt  cnleyoiy. 

The  projeetto*!  of  total  d entree-credit  emollmeiit  in  4-year  tnstUutioiu  liy  attendance  Matu^  hnvHl  on  tl.e 
assumption  that  in  each  enrollment  calctcury  the  ratio  of  fulhttme  enrollment  to  total  cnrollmont  letMrte*! 
In  the  1900  eompiehensirfi  enrollment  Mtrvey.  with  minor  adjustments,  will  roinaln  constant  to  1977. 

Veterans  attending  colleite  tinttuch  aid  pmvldcd  by  Veterans*  Itcadjnstment  UenefUs  Act  of  I9(i0  aie 
included  In  the  trend  projections. 

* Attendance  flatus  for  1057  ihrouch  1901  and  for  liKiO  mid  19C7  Iscstiiunted  from  Istdcrm  enrollment  by 

alien  dance  status  reported  in  comprchonslvo  enrollment  survoys.  1059. 1901,  19G0. 

N’oTS.-^Data  are  for  &0  States  htid  the  District  of  Columbia  for  all  years,  ilecauso  of  round InK,  detail  may 
not  add  to  totals.  . , 

Sources:  EiiroUment  data  at\d  estlmatos  are  bused  mi  U.S.  Deportment  of  UeaUU,  Education,  and  Web 
fare,  OlHce  of  Education  clrculnn>;  (1)  *‘Op(<ninR  (Fall)  Enrollment  in  Ilicher  Ediicntton,**  annually.  195« 
UirouKh  llMlT;  (2)  "llosident  mid  Kstonsion  KuroUmont  in  InMitntions  of  Hifihor  Education.'*  bioimlaliy. 
1st  term  1057  through  1003: 'and  (3)  tinpuMishcd  preliminary  data  from  "Kesident  and  Extension  Knrolt* 
menu  n Institutions  of  Higher  EducaMon,*'  fail  1900. 
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TawlI!:  i1rpr(T‘<re(iU  rnrollnirni  in  S-yc43r  in^tihjtwnM  of  highrr  ctUirotwn, 

hy  titTf  hy  nU^ndfincf:  an4  by  in^iiivlionnt  controf:  t/ni7ci  StoUif  fcU  i9S7f 

IU67^  end  iy77 

»n4  rtU-niirm  #»pPTj]nR  <'inix>lliru!nt) 


Knrollmrnl 

1057 

1067< 

1077 » 

7‘oiu3  di\fjBr  cri'dJt 

309.1 62 

1,076.<KXJ 

1.359.  OCK) 

Xbm 

WfiTXMJn 

2X7,  Co 

lib  4M 

422,  <W0 

1,1C,<ICM 

751.000 

I‘«ll4lTr*f*  allied arjn*»  

I'Ml-tlm*'  alU^duicv  

7*ublh4y  <vmtri>l)nl 

I’ilvaU  jy  c»mlrob»(l 



Ka.«» 

J15.‘/fl 

#ad.«r»fP 

415. 

W57,«K| 

lU9,<rin 

l,<aibooo 

775. 

* rrtlmki4»  1»kki»i  on  I9W;  an(l  oprntnt  ttXl  ®urrr>i  of  toiiJ  Jpnw-ciwilt  Knd  non-J(Tnt'p<iP'1(!  mioll* 
rortti  rmt  t-rjwi4Mj  itrtikr»lc4}r,  kitl  on  prr>llminari’  d»t»  from  ll*f  l9O0  oonii*t>4ifin»lvp  »urv*>*of  totkl  drerct* 
«f<3ii  kud  iulid  fiurM<\CJx«’<9T<3it  <’.EirolJiD««t  I'r^nU'J 

* Thr  |<ro)o<n4tin  <4 1o»  sJ  <J«Trw*<TP<5Jt  iu  I-yt  is  Irjt^jiuUons  l>>’  »r»  wid  Imtjiutionil  oor.troJ  is 

on  ibr  «»n3n-j|ftjorti  ihkl  onroc^JrrMir*!  In  thf’w  iTiMjtiai  jf.Ti*,  pftJkMvl  kS » ppJtirtjtkf#  t<f  iifpd 

1^  21  mill  li<ST-<»7  uttjI  to  IVT?  m rxii  oi  SoIaI  tlofTTv** 

credit  enroUrrx’nt  In  2*>v!M“  tnMItntlons  l*y  ^ilwidkrtoe  il^tui  It  lik»o>l  on  i J»e  utuniptlon  ihtt  In  etcli  enroll* 
m«tit  <!ktofor>’  th«  rttio  of  full-iim^  <i>roIlnw^l,  lo  ioiaJ  enrolIm«iiii  irpruiod  In  the  oomprcb«ntisi! 
tTirvry,  mil)  minor  «1IJ  rrmtln  nrmttint  to  VJI77.  Vrlerrmt  fttirndlnK  coliepo  through  aid 

faovliM  by  Um  \>t«rant*  llotijusTment  llmefitj  Act  of  rxxi  arc  Included  in  ib«  trend  pro)cciiont. 

I Attendance  tutui  ff>r  1^7  thtoueh  and  for  luOd  and  IMt7  It  ottlmatod  from  ItMomi  cnmllmcnt  bv 
Attendance  tutut  rrporiM  In  oomprrhcnMvo  mmllmcnt  tuiTr}*t,  biennially,  19S7  through  19(13,  and  ll<o4. 

Note:  Data  on  for  M 6Ut«i  and  the  DUUIct  of  Columbia  for  all  yean.  Hccoum  of  roundinc,  detail  may  not 
add  to  lotalt. 

Ifoijrcri;  Knmllmmt  data  and  ottimatet  arc  bated  (>n  t’.S,  heputment  of  Health,  Kducatlon,  and  Wel- 
fare, (Ulloe  of  Kducatlon  drctilait:  (I)  "OpenlnR  (Kali)  KnroUment  In  iPsher  Kducatlon,"  annually.  1957 
ihitiUKh  1907;  (2)  "Urtldent  arid  Kxtetulon  KnmllTiient  In  Inttllutiont  of  lllither  Kducalloii,"  birnnlally, 
Itt'teiii)  P>57  tbroUAli  1903;  and  (3)  un|mblUbe<t  ((•uimlnary  data  from  " Uetident  and  Extension  Enroll- 
ment In  Inttltutlont  of  IHcher  Kduoatlon."  fall  liKd. 


Taiii.i:  S.— 7‘ofa/  drgrcr-credit  enrothneni  in  all  in^tituiiontt  of  higher  educalionf 
by  Ictel  and  institutional  type:  Unital  Statesf  fall  !U57f  1967 ^ and  1077 

(Resident  and  extension  opening  fall  enrollment] 


Enrollment 

1957 

1067 

1077* 

Total  deiu-ce  credit..* — 

*0.348,000 

9,634,000 

4-year  Institutions*. 

*5,272.000 

7,825,000 

(Iniduate  (resident  only) 

Undergraduate  and  1st  profosslonaL......**.*. 

*2.301.000 

*688,000 

i4,584.0(X> 

1,270,000 

0.646,000 

2* year  Institutions * 

*1.076.000 

1,850,000 

I Tho  projection  of  resident  graduate  enrollment  In  4-yoar  Institutions  was  made  separately  by  sex  and 
by  Institutional  control  and  Is  based  on  the  assumption  that  In  each  enrollment  categor)*  tho  proportion  of 
total  enrollment  at  the  graduate  lovol  will  continue  the  1957-67  trend  to  1077.  The  projection  of  undergraduate 
and  Ist-profosslonal  degree-credit  enrollment  In  4-vcar  Institutions  Is  tho  dllTcrcnce  wtween  projected  total 
degreo-crodit  onroUinont  In  4*yoor  Institutions  and  resident  graduate  enrollment  In  4-year  Institutions.  The . 
projection  of  undergraduate  degroo-crcdlt  enrollment  In  2*ycar  institutions  of  higher  education  Ls  the  same 
as  that  shown  In  tablo  7. 

* Estimate  based  on  lOCfi  and  1967  opening  fall  surveys  of  total  degree-credit  and  non-dcgrco-crodlt  enroll- 
ment not  reported  separately,  and  on  1006  comprehensivo  survey  of  total  dcgreo-crodlt  and  total  non-degreo- 
credit  enroument  rororted  separately. 

• Total  ccgreo-creuit  enrollment  by  level  was  estimated  from  first-term  enrollment  by  level  reported  In 
comprohonslvo  enrollment  surveys,  biennially,  1057  through  1063.  and  from  1st- profession  el  and  graduate 
enrollment  reported  separately  in  the  1063  comprehensive  enrollment  survey,  and  togctlier  In  tho  1967 
o|)cnlng  fall  enrollment  survey.  Veterans  attending  college  through  aid  provided  by  tho  Veterans'  Readjust- 
ment lieneQts  Act  of  1066  are  Included  In  tho  trend  projection. 

Note.— Data  are  for  60  States  and  tho  District  of  Columbia  for  all  years.  Rocauso  of  rounding,  detail  may 
not  add  to  totals. 

Sources:  Enrollment  data  and  estimates  nro  based  on  U.S.  Department  of  Health,  Education,  and  Wol- 
faro,  onico  of  Education  publications:  (1)  "Opening  (Full)  Knrollmont  In  lllgher  Education,"  nnminlly 
1057  through  1067;  (2)  "Resident  and  Extension  Enrollment  In  Institutions  of  Higher  Education,"  bien- 
nially, 1057  through  1063;  and  (3)  unpublished  pollmlnnry  data  from  "Resident  and  Extension  Enrollment 
In  Institutions  of  lllghor  Education,"  fall  1006. 
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Tlio  e*<^ijna(cs  of  r-  * ' ^ t gmdiiate  cnrollinoiit  from  1957  flinnigli 
1903  were  bnwHl  ( r.  JieorcfirnI  porcenUige.s  derived  from  projeciion 
o(jiialioiif<.  Tiu  e(|im(ions  wore  bajred  on  nvsidoiit  graduate  oiirollnionf. 
a*;  a peremtage  of  total  rc,sideiit  and  extension  enrolbnent,  in  1-yoar 
inslilntio  s as  observed  over  a period  of  7 years,  and  computed  s<‘pa- 
I'jitely  for  cmicIi  sex  and  control  eaiegory.  The  OOiee  of  Kdncation 
studies  from  wlueh  the  Imsic  data  for  these  tdinmtes  wore  obtained 
W01X5  tile  biennial  aiinprehensive  surveys  of  enroUinents  in  higluM* 
education  for  the  first,  term  1957  through  1901  and  the  survey  of  niigr.i- 
tion  of  collegia  students,  I9(i3,  IVrconlagivs  derived  from  the  n'snltiiiir 
wpiatioMs  vvei^»  ajiplied  to  corres[>onding  categories  of  ope?iiiig  fall 
enrollment  in  ‘l-year  institutions  to  estimate  resident  graduate  en- 
rollment. Tlic  oqilalions  woie  updated  for  making  tin*  19(iS  pnijections 
In*  inclnding  an  esiiniale  of  19tJ7  graduate  enrollment  based  on  the 
19ii7  opening  fail  enrollment  rc|>ort  of  postbacealaiiroate  enrollment, 
t See!  able  Vr.) 

The  estimates  show  that  resident  gradnalc  enrollment  has  been  the 
fastest  growing  component  of  total  degree-credit  enrollment.  It  iu- 
erea!-ed  fn»m  an  estimated  0.3  million  in  1057  to  0.7  million  in  1907, 
an  inerease  of  133  percent  compaivd  to  an  incn*aseof  105  percent  for 
estimated  imdorgradimte  and  iii*st- professional  enrollment  m the  same 
period.  The  current,  draft  rules  are  e.xpected  to  .slow  this  growth  some- 
what blit  no  e.\act  men.snreinent  of  their  effects  i.s  possible  at  this  time. 

T.Mir.K  a. — Esitinuttnl  graduate  (Irgrcc-crnlH  enroltmcnt  in  4^ycar  uislihitions  of 
higher  nturationf  hg  hcx,  hg  aUtnaance  mtatuHf  a lift  by  iimdiutional  control:  United 
Statciff  fall  lUoi , lUO'/f  and  li)7 / 

{Kestdent  opening,  full  enrollment] 


flnmilmcnt 

1957 « 

1967 » 

1977  » 

Graduate  (resident  only) 

6S8,000 

1,279,000 

453.000 

230.000 

798.000 

481.000 

Wonjcn 

Full-time  nttendance 

Pnrl-tiine  altetidimcc i 

rtihllcly  controlled 

Privately  coutroUed 

000 

390.000 

435.000 

254.000 

500.000 

719.000 

919.000 

300.000 

• (irmlmUe  curoUmeiit  by  sex  and  Institutional  control  was  cstlniatod  from  Ist-tcrin  Rradualo  onrolimont 
reported  in  comi)rclumslvo  eiirollinoiit  surveys,  biennially,  1957  throiieh  I9d3.  and  from  Ist-professlonnl  Rrad- 
\v.\to  enroUmeut  roporltd  separately  In  tbo  UHJ3  comprehonsive  enrollment  survey  and  together  in  the  1967 
opoiiiiig  fall  unrollinont  survey. 

Qraduate  onrollmoul  by  attendr.nee  status  was  estimated  Irom  Istdcrni  graduate  enrollment  by  attend* 
aneo  status  reported  in  the  1959  and  I9fil  comprohonsive  onrolimont  surveys.  Those  estimates  together  with 
similar  eSlimnlos  for  uiidcrgradnatc  enrollment  were  adjusted  to  agree  with  total  onrolimont  by  attendance 
status  reported  In  the  opening  fall  ciirollmoiit  surveys,  annually,  1902  througli  1907  and  In.  the  I960  compre- 
honslvo  onrolimont  survey. 

> Thoprojcctlon  of  graduate  onrolimont  by  sox  and  by  control  of  Imttitutlon  Is  based  on  the  assumption  that 
In  ouch  onrolimont  category  the  proportion  of  total  onrolimont  at  the  graduate  level  will  continue  the  1957-67 
trend  to  1977. 

The  projection  of  graduate  enrollment  by  attendance  status  Is  based  on  tho  assumption  that  In  each  on* 
roUmont  category  tho  estimated  ratio  of  full-time  onroUmeut  to  total  curoUment  reported  in  tho  1960  com- 
prohonslvo  onrolimont  survey,  with  minor  adjustments,  will  remain  constant  to  1977. 

Voiorans  attending  college  tlirough  aid  provided  by  tho  Veterans’  Roadjuslmont  Act  of  1906  are  included 
In  the  trend  projection. 

Notk.— Dota  are  for  50  States  ohd  tho  District  of  Columbia  for  all  years.  Because  of  rounding,  detoll  may 
not  add  to  totids. 

Sources:  Enrollmont  d.ata  ond  estimates  are  based  on  U.S.  Department  of  Health.  Education,  and  Wel- 
fare. Ofllcopf  Education  publications:  (1)  “Opening  (Fall)  Enrollmont  In  Higher  Education,”  nnnuiilly, 
1057  through  1007;  (2)  “Hesldent  and  Extension  Enrollment  In  Iirstitutions  of  Higher  Education,”  bienni- 
ally, 1057  througli  1963;  and  (3)  unpublished  preliminary  data  from  “Resident  tmd  Extension  Enrollmont  In 
Institutions  of  Higher  Education,"  fall  1966. 
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EsrnrATKi)  Gil\duatk  Oi*kmno  Fall  Enrom.mknt 

Hosidcnt  "radiiale  opening  full  enrollment  and  the  distribution  of 
this  enrollment  by  sex,  by  attendance  status,  and  by  control  of  the 
institution  attended  were  j)n)je(!ted.  These  |)rojects  inal:e  no  allowance 
for  tlio  ciTeds  of  tlie  piesent  draft  rules  on  the  nnnibcM*  of  gnidnate 
stud(Mit-?.  The  projections  by  sex  and  by  control  of  institution  ai-e 
based  on  the  assumption  that  the  j)ro])ortion  of  the  total  degree-credit 
eni-ollment  at  the  graduate  level  witliin  each  sex  and  control  gronj) 
will  continue  the  11)57-07  trend  to  1077,  The  nrojection  by  attendance 
status  is  based  on  the  assiunjition  that  in  eacli  s:ex  and  control  groiij), 
the  1007  ratio  of  estimated  full-time  graduate  enrollment  to  total  grad- 
uate enrollinent  will  i*emain  constant  to  1077. 

The  distribution  of  graduate  enrollment  by  sex  shows  a somewliat 
greater  increase  in  graduate  enrollment  of  wonien  than  in  that  of  men. 
This  trend  may  be  expected  to  continue  and  perhaps  to  accelerate  as  a 
result  of  the  military  draft  of  graduate  students.  Wonien  rejircsented 
28  percent  of  all  graduate  enrollment  in  1057,  34  jiercont  in  1007,  and 
a projected  38  jicrcont  in  1077.  A greater  jiercentage  of  graduate  en- 
rollment was  full  time  ami  a gi*eater  percentage  was  in  public  institu- 
tions in  1007  than  in  1057.  Full-time  enrollment  was  30  pcrcenLof  all 
graduate  enrollment  in  1057  and  43  percent  in  1007.  It  is  expected  to 
remain  at  or  near  43  percent  through  1077.  Public  institutions  drew 
50  percent  of  all  gnulnatc  enrollment  in  1057,  03  percent  in  1007,  and 
are  expected  to  have  72  percent  by  1077. 

EsmiATKI)  KksIDK.XT  a XI)  E.Xn^.NSTOX  UxUKllORADUATF.  A.\D  FlRST- 

Prokkssio.nal  Oi*k.xi.\g  Fai,l  Enroi,l:uf:nt 

TTndorgi'aduatc  and  first-professional  ojiening  fall  enrollment  to- 
gether with  the  distribution  of  this  enrollment  by  sex,  by  attendance 
status,  and  by  control  of  the  institution  attended  were  projected  next. 
The  ])rojecfions  by  sex  and  by  control  of  institution  are  based  on  the 
assumption  that  within  each  sex  and  institutional  tyi^e  and  control 
catcfTorv  the  pro])ortion  of  the  total  enrollment  at  the  undergraduate 
and  fir‘^t-pi*ofossional  level  will  follow  the  1957-07  trend  to  1077.  The 
])rojection  of  undergraduate  and  first-professional  enrollment  by  at- 
tendance status  is  based  on  the  assumption  that  the  19G7  ratio  of  esti- 
mated full-time  undergraduate  and  first-professional  enrollment  to 
total  undergraduate  and  first-professional  enrollment  in  each  sex  and 
instituttonal  type  and  control  group  will  remain  constant  to  1977.  (See 
tiible  10.) 

The  distribution  of  undergraduate  and  first-professional  students  by 
sex,  by  attendance  status,  and  by  control  of  the  institution  attended 
differed  greatly  from  that  of  resident  graduate  students.  In  1967,  men 
accounted  for  59  percent  of  the  undergraduate  and  first-professional 
students,  and  66  percent  of  the  resident  graduate  students.  Seventy - 
five  percent  of  undergraduate  and  first-professional  students  were  full- 
time students,  as  contrasted  with  43  percent  of  resident  graduate  stu* 
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dents.  Public  institutions  drew  68  percent  of  undergraduate  and  first- 
professional  students  and  63  percent  of  resident  graduate  students. 


TAnLB  10. — Eslimaled  undergraduate  and  1 st^professional  degree-credit  enrollment 
in  all  institutions  of  higher  education^  by  sex^  by  attendance  status^  and  by  insti- 
tutional control — United  States^  fall  1957^  1967,  and  1977 

[Resident  and  extension  opening  fall  enrollment] 


Enrollment 

1957 » 

1967  » 

1977* 

Undergraduate  degree  credit  and  1st  professional 

2,700,000 

5,059.000 

8.405,000 

5fen 

Women 

1,783,000 

976, 000 

3.347.000 

2.312.000 

4.672.000 

3.733.000 

Full-time  attendance 

Part-time  attendance.  

Publicly  controlled 

Privately  controlled 

1,964,000 

796,000 

1,618,000 

1,142,000 

4.261.000 

1.398.000 

3.870.000 

1.789.000 

6.270.000 

2.135.000 

6. 183.000 

2.222.000 

^ Estimated  undergraduato  and  Ist-profosslonal  degree-credit  enrollment  in  all  Institutions  by  sex,  by 
attendance  status,  and  by  Institutional  control  Is  the  sum  of  undergraduato  enrollment  in  2*year  Institutions 
(table  7)  and  estimated  undergraduate  and  Ist-profcsslonal  enrollment  in  4>ycar  institutions  (table  11). 

* The  projection  of  undergraduate  and  lst<protessional  degree-credit  enrollment  in  all  institutions  by  sex 
and  by  institutional  control  Is  based  on  the  assumption  that  in  each  enrollment  category  the  proportion  of 
total  enrollment  at  the  undergraduate  level  will  continue  the  1957-67  trend  to  1977. 

The  projection  of  undergraduate  and  Ist-profcsslonal  dcgrce'credlt  enrollment  in  all  Institutions  by  attend- 
ance status  is  based  on  the  assumption  that  in  each  enrollment  category  the  estimated  ratio  of  full-time 
enrollment  to  total  enrollment,  reported  in  tlie  19G0  comprehensive  enrollment  survey,  with  minor  adjust- 
ments, will  remain  constant  to  1977.  Veterans  attending  college  through  aid  provided  by  the  Veterans’ 
Rc.adjustmcnt  BenofUs  Act  of  1960  ore  included  in  the  trend  projection. 

Note.— Data  are  for  50  States  and  the  District  of  Columbia  for  all  years.  Because  of  rounding,  detail  may 
not  add  to  totals. 

Sources:  Enrollment  data  and  estimates  arc  bused  on  U.8.  Department  of  Health.  Education,  and  Wel- 
fare. Omcc  of  Education  publications;  (1)  ** Opening  (Fall)  Knrultmont  in  Higher  Education,"  annually, 
1957  tlirough  1907;  (2)  ** Resident  and  Extension  Enrollment  in  Institutions  of  IXigher  Education,"  fall  I960. 


Un(iergi’a(iuate  and  first-professional  enrollment  in  4-year  institu- 
tions shows  that,  in  1967,  81  per(jcnt  of  all  imdergraduate  and  first- 
professional  eiirollment  was  in  4-year  institutions.  Undergraduate  en- 
rollment in  2-year  institutions  is  the  same  as  total  enrollment  in  these 
institutions.  (See table  11.) 

Estimated  Opening  Fall  Enrollment  in  Nondegree-Credit 

Courses 

Opening  fall  enrollment  in  non-degree-credit  courses  in  occupational 
or  general  studies  programs  (excluding  adult  eduemtion)  rose  from  an 
estimated  176,000  in  1957  to  an  estimated  564,000  in  1967  and  is  ex- 
pe(Jted  to  be  984,000  in  1977.  Forty-one  percent  of  this  enrollment  is 
estimated  to  be  full  time  for  all  years  1957  to  1977.  Ninety-one  per- 
cent was  reported  in  publicly  controlled  institutions  in  196y  and  this 
percentage  is  expecte(i  to  rise  to  93  percent  in  1977,  In  1957, 5 percent 
of  all  enrollment  in  institutions  of  mgher  education  (excluding  adult 
education)  was  estimated  to  be  non-degree-credit  courses  in  occupa- 
tional or  general  studies,  programs.  In  1967  this  percentage  was  8 and 
in  1977  is  expected  to  be  9.  ( See  table  12.) 
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Tahle  11. — Estimated  undergraduate  and  Ist-professiomil,  degree-credit  enrollment 
in  4-ycar  institutions  of  higher  education)  hy  sex,  by  attendance  status,  and  by 
institutional  control — United  EtaieS)  fall  1957)  1967^  and  1977 

inesident  und  extension  opening  fall  enrollment] 


Enrollment 

1957  ‘ 

19671 

1077* 

Undergraduate  degree  credit  and  1st  professional 

2,391,000 

4,584,000 

6,546,000 

Men 

Women 

84.5,000 

1,  .546, 000 

1.890.000 

2.694.000 

2, 082,000 
3,505,000 

Fnll-timo  attendance 

Part-time  attend.incc 

Publicly  Controlled 

Privately  controlled 

1,768,000 

633,000 

l,302.C0O 

1,089,000 

3.632.000 
053,000 

2.901.000 

1.680.000 

5.186.000 

1.360.000 

4.504.000 

2.042.000 

1 Estimated  undcrgradmitc  mid  1st- profess  local  enrollment  In  4-year  Institutions  by  sex  and  institutional 
control  is  tlio  dUTerenco  between  total  dcgrcc-crodit  enrollment  In  4-ycar  institutions  (table  5)  and  estimated 
graduate  enrollment  (table  9).  Undergraduate  and  1st- professional  enrollment  by  attendance  status  was 
estimated  from  Ist-term  undergraduate  and  Ist-professionnl  enrollment  by  attendance  status  reported  in 
comprehensive  enrollment  surveys,  biennially,  I0o7  through  1963.  These  estimates,  together  with  similar 
estimates  for  graduate  enrollments,  were  adjusted  to  agree  with  total  enrollment  by  attendance  status 
reiw)rted  in  the  opening  fall  enrollment  surveys,  annually,  1962  through  1907,  and  In  the  19G6  Comprehensive 
enrollment  survey. 

• The  projection  of  undergraduate  and  1st  professional  degree-credit  enrollment  In  4-year  Institutions  by 
sex  and  institutional  Control  is  based  on  the  assumption  that  in  each  enrollment  category  the  proportion  of 
total  enrollment  at  the  undergraduate  level  will  continue  the  1957-67  trend  to  1977.  The  projection  of  under- 
graduate and  Ist-profcsslonal  degree-credit  enrollment  In  4-ycar  institutions  by  attendance  status  is  based 
on  the  assumption  that  in  each  enrollment  ciitegory  the  estimated  ratio  of  full-time  enrollment  to  total 
enrollment,  reported  in  the  1960  Comprehensive  cnroilmont  survey,  with  minor  adjustments,  will  remain 
constant  to  1977. 

Veterans  attending  college  through  aid  provided  by  the  Veterans*  Ilcadjustment  Benefits  Act  of  19(>6  are 
included  In  the  trend  projection. 

XoTE.—Data  are  for  50  States  and  the  District  ol  Columbia  for  all  years.  Because  of  rounding,  detail  may 
nut  add  to  totals. 

.’^uiirci's:  Enrollment  data  and  estimates  are  based  on  r..*?.  Depart inent  of  Health,  Edueation,  and  Wel- 
fare. Otilco  of  Education  puhllcutions:  (1)  **0|>onlug  (fall)  Enrollment  in  Higher  Education,”  annually 
1957  ttirough  19ti7;  (2)  “ncsldent  and  P'xteuslon  Enrollment  in  Institutions  of  Higher  Education,”  bien- 
nially. VJS7  through  1063;  and  (3)  unpublished  preliminary  data  from  ^Resident  and  Extension  Enrollment 
in  Institutions  of  Higher  Education,”  fall  1966. 

Table  12» — Total  nondegree-credit  enrollment  in  all  institutions  of  higher  education) 
by  attendance  stains,  and  hy  instiiutional  control;  United  Stales ) fall  1967,  1967, 
and  1977 

[Resident  and  extension  opening  fall  enrollment] 


Enrollment  1057  * 1067  * 1977  * 

Xon-degrco-crcdlt 176,259  664,000  984,000 

Full-time  attendance 73,000  233,000  407,000 

PnrUimO  attendance 103,000  331,000  677,000 

Publicly  controlled 133,352  511,000  915,000 

Privately  controlled 42,007  63,000  69,000 


> Attendance  status  Is  estimated  from  lOCO  comprehensive  cnroilmont  survey.  Data  by  institutional 
control  are  from  the  19.57  comprcbcnslvo  survey  plus  cstUnatos  based  on  the  i960  comprononslve  survey 
uud  the  1967  opening  fall  ciirollniciit  survey. 

>Tho  projection  of  total  non-dcgrco-crodlt  enrollment  by  sox  and  Institutional  control.  Is  based  on  the 
assumption  that  enrollment,  expressed  os  a percentage  of  population  aged  18  to  21  years,  will  follow  the 
1957-6/  trend  to  1977  In  each  enrollment  category. 

The  projection  of  total  non-degreo-crcdlt  onroUmont  by  attendance  status  Is  based  on  the  assumption 
Hint  In  each  enrollment  category  the  ratio  of  full-time  enrollment  to  total  enrollment  reported  In  the  1060 
comprehensive  enrollment  survey,  with  minor  changes,  will  remain  constant  to  1077. 

Veterans  attending  college  through  aid  provided  by  the  Veterans*  Readjustment  Benefits  Act  of  1960 
are  included  in  the  trend  projections. 

XoTE,— Data  are  for  50  States  and  the  District  of  Columbia  for  all  years.  Because  of  rounding,  detail  may 
not  add  to  totals. 

Sources:  Enrolbncnt  data  and  estimates  are  based  on  T7.8.  Department  of  Health,  Education,  and  Wel- 
fare, Ofheo  of  Ediienllon,  circulars:  (1)  “Opening  (Fall)  Enrollment  In  Higher  Education,”  annually.  1963 
tbronch  1067;  (2)  ‘‘Resident  and  Extension  Enrollment  in  Institutions  of  Higher  Education,’*  biennially, 
15)57  tl)fOUgh  1961;  ami  (3)  impnbllsbcd  preliminary  data  from  “Resident  and  Extension  Enrollment  in 
Institutions  of  Higher  Education,’’  fall  1960. 
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Projected  total  non-degree -credit  opening  fall  enrollment  and  the- 
distribution  of  this  enrollment  by  attendance  status  of  the  student  and 
by  control  of  the  institution  attended  were  computed  next.  The  projec- 
tion of  total  non- degree-credit  enrollment  is  based  on  the  assumption 
that  within  each  sex  and  institutional  control  and  type  category  non- 
degree-credit enrollment  expressed  as  a percentage  of  population  18-21 
yeai* *s  of  age,  will  follow  the  1957  through  1967  trends.  The  projected 
enrollments  were  then  summed  to  obtain  the  required  totals.  Full-time 
attendance  status  was  estimated  by  holding  constant  to  1977  the  per- 
centage of  total  non-degree-credit  enrollment  that  was  estimated  to  be 
full  time  in  1967, 

Estimated  Opening  Fall  Full-Time  Equivalent  Enrollment  in 
Degree -Credit  and  Nondegree-Credit  Courses 

Estimated  opening  fall  full-time  equivalent  enrollment  in  degree- 
credit  and  non-degrce-credit  courses  increased  from  2.5  million  in  1057 
to  5.5  million  in  1967,  and  is  expected  to  be  8.3  million  in  1977.  In  1967,. 
69  percent  of  this  enrollment  was  in  public  institutions,  and  74  percent 
is  expected  to  be  in  public  institutions  in  1977.  (See  table  13.) 

Table  13. — Estimated  full-time  couivahnt  of  total  fitll-time  and  part-time  enrollment 
in  all  institutions  of  higher  education^  hy  degree-credit  status  and  institutional 
control;  United  ttates^  fall  1957^  1967,  and  1977 

[Resident  nnd  extension  opening  fall  enrollment] 


Enrollment 


Total  fulUime  equivalent 

Publicly  controlled 

Privately  controlled 

Degree-credit  full-time  equivalent..,.. 

Publicly  controlled 

Privately  controlled 

Nondegree-credit  fnll-timo  c(iulvalent. 

Publicly  controlled 

Privately  controlled 


19571 

ii)07i 

1977 

2,499,000 

5,476, 000 

8,340,000' 

1,458,000 
1, (Ml, 000 

3.706.000 

1.710.000 

6.189.000 

2. 151.000 

2,397,000 

6,150,000 

7, 772, 000 

1.381.000 

1.016.000 

3.471.000 

1,679.090 

5.060.000 

2.112.000 

102, 000 

326, 000 

5G9, 000 

77.000  295.000  529,000 

25.000  31,000  40,000 


> The  estinmte  of  full-time  ecpiivaletit  etiroUnicnt,  1057-67,  is  the  sum  of  full-time  enrollment  und  full- 
thne  (xpii valent  of  pirt-timo  onrollmmit.  (Full-time  unci  purt-tirne  deccrco-eredit  etirollment  is  shown  In 
table  5.  Full-tinie  and  part-time  non-dcgree-crcdit  enrollment  ir.  shown  in  table  12.) 

The  cstluiate  of  full-time  equivalent  of  part-time  eurollment  U based  on  the  proportion  of  part-time 
enrollment  found  to  be  equivalent  to  full-time  enrollment  for  degree- creel  it  and  for  non-degree-eredit 
students  in  the  1934  sample  survey  of  full-time  equivalent  enrollment  nnd  credit  hours.  These  eciiilvalents 
Were;  For  degrco-credit  enroUmaut,  33  parceiit  of  part  time;  for  iion-deg roe-credit  enrollment,  28  percent 
of  part  time. 

* Tho  projection  of  the  full-time  equivalent  of  part-time  oiirollmont  Is  based  on  the  assumption  tliat  the 
1964  percentages  of  part-time  enrollment  oqutvaUnt  to  full-time  enrollment  (33  percent  for  degree-credit 
students  and  28  Percent  for  non-dcgree*eredlt  students)  will  remain  constant  to  1977- 

Votorans  nttonaing  college  tlirougli  aid  provided  by  tile  Veterans’  Readjustment  Benefits  Act  of  1968 
ore  included  in  tho  trend  projections. 


Not£-'— Data  are  for  60  States  and  the  District  of  Columbia  for  all  years.  Because  of  rounding,  detail 
may  not  add  to  totals. 


Sources:  Enrollmonl  data  and  estimates  are  based  on  U.S.  Depirtmoat  of  Ilealth,  Education,  nnd  Wel- 
fare Onico  of  Education  circulars  (1)  “Opening  (Fall)  EnroUmont  in  Higher  Education,"  ummally,  1967 
througli  1907:  (2)  “Resident  and  Extension  Enrollment  in  Institutions  of  lliglier  Education,”  blcimlally, 
1955  through  1901;  (3)  iiupubllshod  preliminary  data  from  “Resident  nnd  Extension  Enrollment  in 
IiisUtutions  of  Highev  Education,”  (all  1906;  and  (4)  sample  survey  of  full-time  equivalent  enrollments  and 
credit  hours,  fall  1964,  unpublished. 
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Estimated  full-time,  equivalent  enrollment  in  degree-credit  courses 
"increased  from  2.4  million  in  1957  to  5.2  million  in  1967  and  to  a pro- 
jected 7.8  million  in  1977.  Estimated  full-time  equivalent  enrollment  in 
non-degree-credit  courses  increased  from  102,000  in  1957  to  326,000  in 
1967  and  is  expected  to  be  569,000  in  1977.  The  estimated  increase  from 
1957  to  1967  of  220  percent  in  nondegree-credit  full-time  equivalent  en- 
rollment contrasts  with  an  estima tea  increase  in  degree-credit  full-time 
•equivalent  enrollment  of  117  percent. 

^ Projections  of  degree-credit  and  noii-degree-credit  opening  fall  full- 
time equivalent  prollment  by  control  of  institution  are  shown  in  tlie 
expenditure  section  of  this  presentation. 
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III>  DEGREES 

Earned  Degrees  by  Level  and  Sex 

^ Earned  degree  reports  from  individual  institutions  of  liigher  educa- 
tion are  received  each  fall  by  the  Office  of  Education.  These  provide 
information  on  the  number  of  degrees  granted  by  level  and  sex  and 
by  field  of  concentration.  They  cover  degrees  granted  during  the  aca- 
demic year  ending  in  June  and  include  degrees  earned  in  the  prior 
summer,  too  late  for  the  June  graduation  of  that  year. 

Three  principal  levels  have  been  reported  and  projected : Bachelor’s 
including  first-^irofessionnl  degrees,  master’s  degrees,  and  doctorates. 
Since  1960-61,  fii’st-professional  degrees  have  been  reported  separately 
from  bachelor’s  degrees  but  the  deniiitions  of  what  constitutes  a first - 
professional  degree  have  not  been  uniform  throughout  the  period.  For 
that  reason,  no  attempt  has  been  made  to  project  them  separately.  Some 
of  the  changes  shift  degrees  from  the  bachelor’s  and  first-professional 
level  to  the  master’s  level,  but  the  numbers  are  so  small  that,  although 
individual  fields  show  large  dislocations  (for  example,  library  science 
and  social  work) , the  totals  at  each  level  are  not  greatly  affected. 

^ Earned  degrees  for  each  sex  at  all  levels — bachelor’s  and  first-profes- 
sional, master’s  and  doctor’s — have  shown  large  increases  in  the  last 
10  yeai*s.  Tlie  estimated  increases  were : Bachelor’s  degrees,  over  85  per- 
cent; master’s  degrees  and  doctor’s  degrees,  each  over  100  percent. 
These  growth  rates  are  expected  to  be  maintained  at  or  near  the  same 
levels  (Turing  the  next  10  years  for  the  master’s  and  the  doctorate  levels. 
The  rate  for  the  bachelor’s  and  first-pi*ofessional  degree  level  is  ex- 
pected to  be  more  than  40  ])ercent.  (See  tablel4.) 

The  total  lumiber  of  bachelor’s  and  first-professional  degrees  granted 
annually  mse  from  364,000  in  1957-58  to  an  estimated  685,000  in  1967- 
68,  and  is  expected  to  be  980,000  in  1977-78.  The  proi^ortion  granted  to 
women  rose  from  34  percent  of  tlie  total  granted  in  1957-58  to  an  esti- 
mated 41  percent  in  1967-68  and,  on  the  basis  of  this  trend,  is  expected 
to  increase  to  46  percent  in  1977-78. 

The  number  of  master’s  degrees  rose  from  66,000  in  1957-58  to  an 
estimated  149,000  in  1967-68  and  is  expected  to  reach  274,000  in  1977- 
78.  The  propoition  of  master’s  degrees  granted  to  women  was  34  per- 
cent in  1965-66  and  is  expected  to  remain  at  about  this  level  during 
the  next  12  years. 

The  annual  output  of  doctor’s  degrees  increased  from  8,900  in  1957- 
58  to  an  estimated  22,200  in  1967-68  and  is  expected  to  be  43,900  in 
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1077-78.  The  proportion  of  doctor’s  degrees  granted  to  women  wa-  \2 
I>erccnt  in  19G5-CG  and  is  cxjwctcd  to  remain  near  this  level  during  ? he 
next  12  years. 
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Fikst-Lkvkl  Dkgiikks  by  Fiku) 


In  195T~r)8,  about  onc-fouith  of  all  (irst-lcvcl  clogreo.s  (bachelor’s 
ami  Hrst-professional  degrees)  were  awarded  in  the  lields  of  study 
constituting  the  natural  sciences  and  related  professions* *  The  remain^ 
ing  three- fourths  were  awarded  in  the  social  sciences,  hunuinities,  and 
related  professions.  These  pro])ortions  arc  expected  to  change  li:tle 
l)et\vccn  1957-58  and  1977-78.  (Sec  table  IG.) 

The  total  innnl>or  of  lii’st-level  degrees  granted  in  the  natural  sci- 
ences rose  from  105,000  in  1957-58  to  an  estimated  108,000  in  19G7-G8 
and  isex])eeted  to  Ik»  2i‘U>,000  in  1077-78.  First-level  degrees  granted  in 
the  .sfK'ial  sciences,  liumanilie.s  and  related  ])rofession.s  rose  from  259,- 
000  in  1957-58  to  an  e.sti mated  517,000  in  1907-GS,  and  are  expected 
to  total  7 H.000  in  1977-78. 

'rile  two  fasle.<t  growing  holds  of  study  at  the  (ii*st  level  are  math- 
ematics including  statistic.'^,  and  foreign  languages.  The  unmber.s  of 
degrees  in  the  field  of  agrienltun?  and  forest rv  arc  exported  to  de- 
crease, wliile  engineering  and  philoso]>hy  inelndnig  religion  .show  little 
cliunge.  All  other  fields  sliow  rioilerate  to  large  ineroase.s.  Dislocations 
hetwi'on  haehelor\s  and  master’s  degives  in  the  lields  of  library  .science 
and  s<»cial  work  caused  hy  the  clningc  in  do(initi(>i;s  nuke  the  projec- 
tions of  tirst  level  degrees  in  these  two  liohls  nnroliah'le. 


TAtit.i:  10. — Earnrd  /mr/jf/or’ii  arift  /^/-;;ro/f^5;ona/  (UgrecF^  hu  fuhl  of  siudu:  I’tiitrd 
Statftt,  ami  ti^77-7S 
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Social  wU-ucc*.  titiinaiiillr<.  ami  rrU!«‘<l  



PhiUmiiilty  juiil  frlljrlfiii  • 

FdrlHt  iiu<l  }«mmahun,  

F»rtTlm  UtuniiMr<'* ' 

^►>clio1fiyy  ............  

>•  . . . . ......  ..... 

. . ..  

l.a»rai  V K’iriiop . , .....  .....  ....... 

S<K‘lllUOtlC 

OOirf  »l 


I'.or-.vs 

l'*('.7-r,< » 

r*7r  “>» 

Ifv4.  r..a 

Hi*.  ,vai 

■i:k\  i(.ti 

~ tVnV 

■>  :«v» 

04.<i'l0 

4'1.  ;i.*^ 

n.:ti: 

J>’.7^0 

■JO.  lit) 

n.ii'N 

:u.'.*70 

.W70 

*».  12  X 

N.  470 

;ii.5.7t» 

41.. MO 

J.M.* 

.t.-l.V* 
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•.ri,  T70 

;t.  .VaJ 
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r>.  !vi7 

4- HI 

:t'..  700 

W-I..S40 
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l.^7.0.V) 
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MO 

si,r.s 

l-M.-M 
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» Folnulft) 

’The*  {(tnlniluti  o( ilrptv*h  t»V  Mll>)^cl  ndd  la  lascnt  ettt  thi*  Av^tmeUoii  tUat  lltc  |»<rc<'ul  dUlriiMillott  <tf 
4**rtay% liv  niM for  1 mid  wiU  cmitlttiii'  IIm*  to  iicitda. 

• tncUiC.«*a  tmd  ncitXM*. 

• InrUidrvuaixinamv.dirmutiy.cvuilifirloncct.  uw*tomolocy.  jiUyvlc<.  midtiiUrr  phyvlcal  kIcucp^. 

• Includcv  aumlomy.  l>artriioUiC)'.  lil»K-hcinl>lry,  t)iaW»yv.  Iwlttiiy,  rnt<M>icdci|:y,  |tli>>lotO),’yt 
OUmT  tiUilod^l  K*lrhCf<*. 

• Indud<>a4«<tttivin‘.  mMlcln<‘iutd  (»vioo{Miliy,  nuMtiir,  ojitomrUy,  pharmacy,  piihllc  licalih,  vrirrhuty 

mid  olhcf  firndUi  Jif't»fra*lfrtli. 

■ IfirhidM  mu»ic.  nioofli  mid  ditmallc  min,  mid  other  Huf*  mid  appaod  mU. 

• Indodet  (ihlhMiotihy,  nclmlmllc  ptdttiMtptiy,  rrl^otiacHturatlon  mid  Itltdi*.  mid  o!li<y  rclliSous 

> tiicUid<w  r'lNRidom  Firttch,  iirrmmi.  UtinaUn.  other  SUvlc  }mifun4^<a,  niid  other  Imttpiitceji  cmd 

Uoi,niiir<«  trotfinm* 

liicltidea  rniUimtiolofy,  oocmomlra.  irooctuphy.  hUloiy,  tnlenulloual  ifUllons,  (lohUcat  nrlcnro,  |iuhtlo 
tdmlhtiktniUoti,  aoclnlopy,  mid  <ithe(  tncixi  krltmnea. 

*1  Out  A not  nimpAt  Abl^wtihUi^r  )>iralMicAti«co(«rhaujroln  met  hii«tfi(it't  tori  litjr  tai«|irofc«»loiiAtdr^‘oc^. 

o tncludfia  hitvinoM  mid  ronimeirr;  itomi*  ocottoinUia;  laii ; lutliimy,  luvitt,  or  .\lr  Foiro  ik‘l<*iioc;  (hcvtlofiy: 
mid  mlkorlUnnotii  mid  UncUa^tt^M  adda. 


Vnnc.->l>At4  ctm  tor  M ^Ulcj  and  Ui«  Dlttrlcl  ot  CdutnbU  for  all  vimuh.  OtHKiuM  of  rouiidtnc,  druil  may 
tu>t  add  to  tot  aU. 


Sourrt»«;  U.S,  iwparimmitof  llMlth.Kduoattmi.midtVdfarr.  Oftlraof  KdueiUonpiihHoaitoni*  "Kmitrd 
tWTretf  Conforrpd  by  InaUtntloniof  tllchor  RducAUon.*'  annumly.  19S7*  M Utrousli  I W-Od. 


340 


Skcoxu-Lkvkl  Dkgukks  hr  Fikt.d 

The  proj)ortion  of  second-level  degrees  awarded  in  the  iia;tural  sci- 
ences and  related  professions  is  expected  to  rise  fi'om  one- fourth  of  all 
second-level  degrees  in  1957-58  to  approximately  one-^iird  in  1977-78, 
Conversely,  the  proportion  of  these  degrees  awarded  in  the  social  sci- 
ences, humanities,  and  related  professions  is  expected  to  drop  from 
three- fourths  in  1957-58  to  two-thirds  in  1977-78,  (See  table  17.) 

The  total  number  of  second-level  degrees  awarded  in  the  natural  sci- 
ences and  related  professions  rose  from  15,000  in  1957-58  to  an  CvSti- 
mated  38,000  in  1967-68  and  is  expected  to  be  85,000  by  1977-78, 
Second-level  degrees  in  the  group  of  fields  composed  of  the  social  sci- 
ences, humanities,  and  related  professions  rose  from  50,000  in  1957-58 
to  an  estimated  111,000  in  1967-68  and  are  expected  to  rise  to  188,000 
by  1977-78, 

The  two  fastest  growing  fields  at  the  second  level  are  mathematics 
including  statistics,  and  engineering,  although  all  natural^  sciences 
except  agriculture  and  forestry  showed  large  increases.  Large  increases 
in  the  fields  of  library  science  and  social  work  are  attributable  to  the 
1965-66  redefinition  of  first-professional  degrees.  This  renders  projec- 
tions in  these  two  fields,  at  tins  level,  unreliable. 

Taiile  IV, — Earned  maslc.'s  dci/recs  (except  Isl-professional),  hr/  field  of  study: 
United  States,  1957-68,  1967-68,  and  1077-78 


KIpM  of  study 


1007-CS  i 1977-78 *  * 


\atur.d  Rctcncos  and  rclntod  profossions 

Maihcrnritlcs  and  statlstlciO  > 

Enpinporinr 

IMiyslcal  Rrjpnros  • 

IMoloClcal  RCiPMCPS  * 

AttrIcilUurn  and  forestry 

Health  professions* 

Science,  peiicral  proprant 

Social  sciences,  limnanlttcs,  and  related  professions. 

Fine  arts  ^ 

rhllosophy  and  rcllPlon  • 

Enjtllsh  and  Journalism 

Forolpn  lanpuapcs  * 

Paycholopy. 

Social  sciences  

Education. 

Library  science 

Social  work 

Other** 


15.267 

37, 630 

85,300 

1.23t 

0,100 

18,090 

5.788 

15,510 

36,860 

3,030 

5.340 

10,050 

1.S52 

4,030 

0,650 

1,480 

1,800 

S30 

1,600 

3,000 

5,140 

223 

1,070 

4,080 

50.310 

111,200 

188,360 

4,153 

8,030 

14,140 

702 

l,3fjO 

Uoo 

2.632 

7.070 

17,000 

1,041 

4,330 

11,050 

1.235 

3,510 

8,160 

5,210 

14,300 

32.190 

28,222 

44,310 

5fl.450 

**  157 

4,160 

8,270 

» 124 

4,030 

7,080 

0.839 

18,810 

34.860 

« The  prfdectlon  ol‘  deprecs  by  subject  field  Is  based  on  tho  assumption  that  tho  percent  distribution  of 
depreos  by  field  for  each  level  and  sex  will  continue  the  1057-58  to  10fW-<W  trends. 

> fmhidM  mathematics,  ftattatlcs,  and  computer  science.  , , 

* InchidM  xstropomy,  chemistry,  earth  sciences,  mi'toorolopj*,  physics,  and  other  physical  sciences. 

* IncIiKle.s  anatomy,  i>acterlolop>*,  biochemistry,  blolopy,  botany,  enlomolopy,  physiology,  zoology,  and 

other  biological  sciences.  . , , 

* Includes  dentistry,  medicine  and  osteopathy,  nursing,  optometry,  pharmacy,  public  health,  veterinary 
mefllclno,  and  other  health  professions. 

Mncludes  architecture,  made,  speech  and  dramatic  arts,  and  other  fine  and  applied  arts. 

» lnpludes  phllosophv,  scholastic  philosophy,  relic lous  education  and  nihle.  and  other  religious  fields. 

» Includes  classical  langUjiges,  French,  Oerman,  Uusslan,  other  i^lavlc  lanpnagos,  and  other  languages  and 
lancuape nrogmins.  , 

**  Ineludas  anthropology,  economics,  poopraphy,  history,  International  relations,  i>olltlcal  science,  publlo 
administration,  sociology,  and  other  social  sciences. 

**  Data  not  companiblo  with  later  years  beemisoof  a change  In  method  of  reporting  l8t«profe.sslonal  dcCToos. 

*>  Includes  btisincss  and  oommeree*.  homo  economics;  law;  military,  naval,  or  Air  Force  science;  theology’, 
and  miscellaneotis  and  unclassified  fio'ds. 


Norr.— Data  are  for  50  States  and  the  District  of  Columbia  for  all  years.  Because  of  rounding,  detail  may 
not  add  to  totals, 

8ource.s!  U.8.  Department  of  ITeaUh.  Education,  and  Welfare,  Office  of  Education  nnbileat Ions:  “Eamod 
Degrees  Conferred  by  Bustltutlons  of  Higher  Education,'*  ammully,  1057 through  iDOWMJ. 
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Master’s  degrees  in  education  are  expected  to  increase  only  moder- 
ately between  1967-68  and  1977-78.  This  is  because  the  number  of 
degrees  in  education  does  not  reflect  the  total  number  of  persons  pre- 
paring to  teach.  Prospective  teachers  earning  degrees  witli  majors  in 
subject  fields  sucli  as  matliematics,  sciences,  English,  and  history  are 
included  with  the  appropriate  subject  fields  rather  than  in  education. 
The  actual  number  of  prospective  teachers  with  majors  in  subject  fields 
has  sliown  large  increases  recently. 


Doctor’s  Degrees  by  Fiiar^n 

One- half  of  all  doctors  degrees  awarded  in  1957-58  were  in  the  sub- 
ject fields  which  make  up  the  natural  sciences  and  related  professions. 
Tills  propoition  is  expected  to  vise  to  55  percent  by  1977-78.  The 
rejiiaining  doctor’s  degrees  will  be  awarded  in  the  group  of  subject 
fields  included  under  the  social  sciences,  humanities,  and  related  pro- 
fessions. (See  table  18.) 

Tablk  18. — Earned  doctor^s  degrees  (jexcept  Isl-professional)^  by  field  of  study: 
U7iii€d  Sialcor  1957-58,  1967-68,  and  1977-78 


Fiold  of  study 


Xalural  scilmiccs  and  rclatod  professions. 


^lut hematics  and  statistics *  * 

Er:puiccrhiB 

i’hysical  sciences* 

Uiolopical  sciences ' 

ApricuUurc  and  forestry 

Health  profe,®siO!is  ® 

Science,  general  program 

Social  sciences,  humanities,  and  related  professions. 


Fine  arts  ^ 

Philosophy  imd  religion  *. 
English  and  luunmlism.. 

Foreign  languages  ® 

Psychology 

Social  sciences  

Education 

Library  scienco 

Social  work 

Other  t* 


1957-58 

1967-C8  t 

1977-78* 

4,174 

11,340 

24,32 

247 

],0G0 

2,790 

f>47 

3,120 

8,  OGO 

i,nr)5 

3,030 

0,400 

1,125 

2,520 

4,020 

353 

720 

1,150 

147 

270 

260 

0 

20 

50 

4, 70S 

10,890 

11,620 

292 

720 

1,450 

222 

430 

710 

335 

870 

1,750 

224 

620 

1,110 

572 

1,450 

2, 670 

M44 

2,690 

4,760 

1,529 

3, 190 

5,300 

» 19 

20 

20 

‘M8 

80 

210 

413 

020 

1,580 

> Estimated. 

5 Tl)e  projection  of  degrees  by  subject  Gold  Is  based  on  the  assumption  that  the  percent  distribution  of 
degrees  by  Held  for  each  level  and  sox  wlH  continue  the  1057-68  to  1065-GG  trends. 

* Includes  mathematics,  statistics,  and  computer  science. 

* Includcsaj^tronomy,  chemistry,  earth  sciences,  tneteorology,  physics,  and  other  physical  sciences. 

- Includes  n'mtomy,  bacteriology,  biochemistry,  biology,  botany,  entomology,  physiology,  zoology,  and 
other  biological  sciences. 

* includes  dentistry,  medicine  and  osteopathy,  nursing,  optometry,  pharmacy,  public  health,  veterinary 
medicine,  and  other  health  professions. 

^ Includes  nrchltccturc,  music,  speech  and  dramatic  arts,  and  other  fine  and  applied  arts. 

* Includes  philosophy,  scholastic  philosophy,  religious  education  and  Bible,  and  other  religious  Holds. 

* Includes  classical  languages,  French,  Gorman,  Russian,  other  Slavic  languages,  and  other  Uutguagos  and 
langnape  programs. 

Includes  nuthropology,  economics,  geography,  history.  International  relations,  political  science,  public 
administration,  sociology,  and  other  social  sciences. 

Data  not  comparable  with  later  yc.ars  because  of  a change  In  method  of  reporting  Ist-profcsstoiial  degrees. 

15  luchidos  business  and  commerce;  home  economics;  law;  military,  naval,  or  Air  Force  science;  theology; 
and  miscellaneous  and  uncU\ssiUed  fields. 

NoTK.—E;atn  are  for  50  States  and  the  District  of  Columbia  for  all  years.  Because  of  rounding,  dotoll  may 
not  add  to  tetnls. 

Sources:  U.S.  PoiMirtmcnt  of  Health,  Education,  and  Welfare,  Ofllce  of  Education  publications;  "Eorned 
Degrees  Conferred  by  Institutions  of  Higher  Education,"  annually,  1957-58  through  1HC5-CU. 
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Tlie  total  number  of  doctors  degrees  granted  in  tlie  natural  sciences' 
and  related  professions  rose  from  4,200  in  1957-58  to  an  estimated 
11,300  in  1967-68  and  is  expected  to  be  24,300  in  1977-78.  Doctor’s, 
degrees  granted  in  the  social  sciences,  humanities,  and  related  profes- 
sions rose  from  4,800  in  1957-58  to  an  estimated  10,900  in  1967-68  and 
are  exjDected  to  be  19,600  by  1977-78, 

The  two  fastest  growing  subject  fields  at  the  doctoral  level  were 
engineering  and  mathematics  including  statistics.  Health  professions 
and  libraiy  science  were  the  only  fielcts  of  study  with  no  increase  in. 
doctor’s  degrees  expected  in  1977-78  over  1967-68. 


IV.  STAFFING 

Total  Ixstrcctional  Staff  for  Residi'Int  Degree-Credit  Courses  in 
Institutions  of  Higher  Education 

The  total  full-time  and  part-time  instructional  staff  for  resident 
degree-credit  courses  in  all  institutions  of  higher  education  increased 
from  259,000  in  1957-58  to  an  estimated  478,000  in  1967-68,  and  is  ex- 
pected to  be  665,000  in  1977-78.  The.se  figures  include  all  full-time  and 
liart-tinie  instructors  and  above,  plus  junior  instructional  staff  em- 
ployed for  instruction  in  resident  degree-credit  courses.  The  junior- 
instrnctiona]  staff'  includes  assistant"' instructors,  teaching  fellows,, 
teaching  a.ssistants,  and  laboratory  assistants.  (See  table  19.) 

The  data  for  these  and  other  figures  in  this  and  the  following  sec- 
tion.s  are  from  biennial  faculty  reports  from  individual  institutions 
of  higher  education  for  1957-58  through  196.3-64  and  from  preliminarj’ 
results  of  the  1966  Higher  Education  General  Information  Survey. 


Table  19. — FuII-lme  and  part-time  instructional  staff  for  resident  degree-credit' 
courses  in  all  institutions  of  higher  education,  by  professional  rankilUniled  Stales,. 
1st  term,  1957-oS,  1967-68,  and  1977-78 


Instructional  staff 

1957-58 

1967-68 » 

1977-78  2 

Total  for  resident  degree-credit  courses 

478,000 

665, 000 

Instructor  or  above 

406,000 

565, 000' 

Full  time 

271.000 

135.000 

378.000 

187.000 

Part  time 

Junior  Instructional  staff 

72,000 

100, 000' 

1 Estimated. 

* The  projection  ol  totat  luh-timo  and  part-time  instructional  staff  for  resident  degree-credit  courses  was 
computed  separately  by  Institutional  control  and  typo  categories  as  outlines  in  tables  22  to  25,  footnote  3.  and 
sumnyjd  for  all  Instltutlcns.  The  projection  of  total  Instructional  staff  for  resident  degree-credit  courses  em- 
ployed as  full-time  instructor  or  above,  part-time  instructor  or  above,  and  as  junior  Instructor,  Is  based  on  the 
porcontago  eacli  was  of  total  full-time  and  part-time  Instruetional  staff  for  resident  degree-credit  courses  in 
1903-64.  These  percentages  were  57,  28,  and  15,  respectively,  and  arc  assumed  to  remain  at  the  1903-64  level' 
to  1977-78. 

Note:  Data  are  for  50  States  and  the  District  of  Columbia  for  all  years.  Because  o/rounding.  detail  may  no  t 
add  to  totals. 

Sources:  U.S.  Department  ofTlealth.  Education,  and  Welfare,  Office  of  Education,  publications;  "Fac- 
Other  Professional  Staff  In  Institutions  of  Higher  Education”,  biennially,  1st  term  1957-58  to^ 
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They  clifl'er  from  data  published  last  year  > because  they  cover  only  the 
50  States  and  the  District  of  Columbia.  (The  outlying  areas  are  ex- 
cluded.) 

The  total  full-time  and  part-time  instructional  staff  for  resident 
degree-credit  courses  was  pro  jected  separately  for  public  4-year,  public 
2-year,  private  4-year,  and  private  2-year  institutions  and  summed  to 
obtain  the  total  for  all  institutions.  1'lie  projections  are  based  on  the 
assumption  that  student-staff  ratios  in  each  institutional  control  and 
type  category  will  continue  to  increase  as  they  liave  in  the  past.  To  ob- 
tain the  projections,  projected  enrollments  in  each  of  the  institutional 
control  and  type  categories  were  divided  by  the  projected  student-staff 
ratios  in  corresponding  categories.  The  resulting  projections  by  institu- 
tional control  and  type  are  sliowm  along  wdth  projections  of'  all  pro- 
fessional staff. 


FtJLi.-TiME-EQmvALENT  Instuttctioxal  Staff  Fon  Resident  Deguee- 
Ckbdit  CotmsES  in  Institutions  of  Higiieu  Education 

Full-time-equivalent  instructional  staff  for  resident  degree-credit 
coimses  in  all  institutions  increased  from  187,000  in  1957-58  to  an  esti- 
mated 339,000  in  1907-68  and  is  expected  to  rise  to  472,000  in  1977-78. 
These  figures  include  full-time  staff  and  the  full-time  equivalent  of 
part-time  instructor  or  above,  plus  the  full-time  equivalent  of  junior 
instructional  staff.  In  1963-64,  in  all  institutions,  about  86  percent  of 
the  full-time-equivalent  instructional  staff  members  with  the  rank  of 
instructor  or  above  were  employed  on  a full-time  basis.  (See  table  20.) 

Taiilk  20.  Full-lime  equivalent  iiislniciional  staff  for  resident  degree-credit  courses 
tn  all  tnsUlulions  of  higher  education,  by  professional  rank:  United  t lales,  1st 
term  1957-68,  1987-68,  and  1977-78 


Full-time  equivalent  instructional  staff 

1957-58 

1967-68 » 

1977-78* 

Total  for  resident  degree-credit  courses 

339,000 

472, 000 

Instructor  or  above 

316, 000 

440, 000 

Full-time.  ... 

I ull-tinie  etiuivalout  of  part-time 

271,000 

44,000 

378,000 
02, 000 

Junior  instructional  staff... 

24,000 

32,000 

> Estimated, 

fiin-tiine  equivalent  of  part-time  instructional  staff  is  based  on  the  following  aKsnii 
tious.  (1)  Full-time  equivalent  of  part-time  instruetor  or  above  will  remain  constant  to  l*J77-78  at  tlie  l‘)03- 
Slant  t^lU77^^^  ^ percentage  will  apply  to  total  junior  instructional  stair  also  and  will  remt 


Note,  50  States  and  the  District  ol  Columbia  lov  all  years.  Because  of  rounding,  detail 

lilciy  flOi  itClCi  LO  tOLQlSi 


Sources:  U.S.  Department  of  Health,  Education,  and  Welfare.  Oniceof  Education  ruMications-  “Facnll 
and  Other  Professional  Staff  in  Institutions  of  Higher  Edueation/’  biennially,  1st  term  l‘J57-5ft  to 


Total  Professional  Staff  in  Institutions  of  Higher  Education 


Total  full-time  and  part-time  professional  staff  in  institutions  of 
Ingher  education  is  classified  by  primary  function.  The  classification 
includes,  in  addition  to  staff  for  instruction  in  resident  degree-credit 


1 ‘‘Pro,iections  of  Educational  Statistics  to  1076-77”  (1067 
•of  Health,  Education,  and  Welfare,  Office  of  Education. 


Edition),  u.S. 


Department 
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courses,  full-time  and  part-time  instructional  staff  employed  for  ex- 
tension courses,  resident  non degi’ee- credit  courses,  and  instruction  by 
mail,  radio,  or  television.  It  also  includes  full-time  and  part-time  pro- 
fessional staff  eiimloyed  for  administration  and  services,  and  for  orga- 
nized research.  Full-time  and  part-time  professional  staff  in  insti- 
tutions of  higher  education  rose  from  381,000  in  1057-58  to  an  esti- 
mated 735,000  in  1967-68,  and  is  expected  to  be  1,028,000  in  1977-78. 
(See  table  21.) 

Projected  full-time  and  part-time  professional  staff  for  all  institu- 
tions is  based  on  the  assumption  that  full-time  and  part-time  profes- 
sional staff  other  than  that  for  instruction  in  resident  degree-credit 
courses,  as  a percentage  of  total  full-time  and  part-time  instructional 
staff  for  resident  degree-credit  courses,  will  maintain  to  1977-78,  the 
same  relationship  that  existed  in  1963-64.  The  percentages  used  for 
other  instructional  staff,  for  administration  and  services,  and  for  orga- 
nized research  differed  in  each  of  the  four  types  of  institutions  and  are 
given  in  the  footnotes  to  tables  22  to  25.  These  tables  give  projections 
of  other  instructional  staff,  administration  and  services,  and  organized 
research  for  the  four  types  of  institutions:  public  4-year,  public  2- 
year,  private  4-year,  and  private  2-year  institutions.  (See  tables  22, 23, 
24,  and  25.) 


Table  21. — Total  full-time  and  'part-time  professional  staff  in  all  institutions  of 
higher  education^  hy  primary  function;  United  States^  1st  term  1 957-58 j 1967-68^ 
and  1977-78  ^ 


Professional  staff 

1957-5S 

2 1967-OS 

2 i:»:r-7S 

Total  professional 

381,066 

735, 000 

1, 028, 000' 

Total  Instructional 

311,104 

672,000 

805.000- 

Resident  degree-credit  courses  * 

Other  courses  3 

258,848 

62,310 

478, 000 
06,000 

665, 000' 
141,000 

Other  professional 

163,000 

222,000- 

Administration  and  services  ® 

Organized  research  ^ 

37, 760 

32, 142 

77. 000 

86. 000 

106,  000 
116,000- 

1 Excludes  professional  staff  for  instruction  at  the  elementary  and  secondary  school  level. 

2 Estimatod. 

3 The  projection  ol  total  lull-time  and  part-time  instructional  stall  for  resident  degree-credit  courses, 
instructional  staff  for  other  than  degreo-eredit  cou>^es,  professional  staff  for  administration  and  services,, 
and  professional  staff  for  organized  research  was  computed  separately  by  institutional  control  and  type- 
categories  as  outlined  in  tables  22  through  25,  footnote  3,  and  summed  for  all  institutions. 

* Includes  faculty  with  rank  of  instructor  or  above  and  junior  instructional  staff. 

3 Includes  instructional  staff  for  extension,  resident  non  degree-credit  courses,  and  instruction  by  mail,, 
radio,  or  TV,  short  courses,  and  individual  lessons. 

9 Includes  professional  staff  lor  general  administration,  student  personnel  services,  and  libraries. 

1 Includes  only  professional  staff  engaged  speetflcally  for  full-time  or  part-time  research  and  those  who 
have  been  relieved  from  some  or  all  other  duties  in  order  to  perform  systematic  organized  research.  Excludes, 
graduate  students  not  performing  research  at  a professional  level  and  research  consultants  employed 
occasionally. 


Note.— Data  are  for  60  States  and  the  District  of  Columbia  for  all  years.  Because  of  rounding,  detail 
3t  add  to  totals. 


may 


Sources:  U.S.  Department  of  Health,  Education,  and  Welfare,  Office  of  Education  publications:“Faculty 
and  Other  Professional  Staff  in  Institutions  of  Higher  Education,”  biennially,  1st  term,  19S7-S8  to  l9fi3-64.. 
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Table  22. — Total  Jull-iime  and  'part-time  professional  staff  in  Ji.-]}ear  public  insti- 
tutions of  higher  education,  by  primary  function:  United  States,  Xst-ierm  1957-58, 
1967-68,  and  1977-78  ^ 


Professional  staff 

1957-58 

10G7-08  “ 

1977-783 

Total  professional 

183, 339 

376, 000 

542, 000 

Total  instructional 

150,890 

294,000 

424,000 

Resident  degree-credit  courses 

116,728 

233,000 

337, 000 

Other  courses 

34, 162 

61,000 

83,000 

Other  professional 

32,449 

82, 000 

118,  OOO 

Administration  and  services 

13,171 

30, 000 

44, 000 

Organized  research 

19,278 

51,000 

74,000 

1 For  exclusions  and  inclusions  under  the  different  categories  of  professional  stall,  see  table  21,  footnotes  1 
and  4 through  7. 

3 Estimated. 

* The  projection  of  total  full-time  and  part-time  instructional  stall  for  resident  degrcc-oredit  coui’ses  in 
4-year  public  institutions  is  based  on  the  assumption  that  the  ratio  of  total  degree-credit  enrollment  to 
Instructional  stall  for  resident  degree-credit  courses  in  these  institutions  will  follow  the  1957-58  to  1963-64 
trend.  The  projection  of  total  full-time  and  part-time  instructional  stall  for  other  than  resident  degree-credit 
courses,  professional  staff  for  administration  and  services,  and  professional  stall  for  organized  research,  is 
based  on  the  percentage  each  was  of  total  full-time  and  part-time  instructional  staff  for  resident  degree- 
credit  courses  in  1963-M.  These  percentages  in  4-ycar  public  institutions  were  26,  13,  and  22,  respectively, 
and  are  assumed  to  remain  at  the  1963-64  level  to  1977-78. 

Note.  Data  are  for  60  States  and  the  District  of  Columbia  for  all  years.  Because  of  rounding,  detail  may 
not  add  to  totals. 

Sources:  U.S.  Department  of  Health,  Education,  and  Welfare,  Offico  of  Education,  publications;  "Faculty 
and  Other  Professional  Staff  in.  Institutions  of  Higher  Education,”  biennially,  1st  term  1957-68  to  1963-64. 


Table  23. — Total  full-time  and  part-time  professional  staff  in  I^-ytar  private  insti“ 
tutions  of  highe)'  education,  by  primary  funclion:  United  States,  1st  term,  1957-58, 
1967-68,  and  1977-78  i 


Professional  staff 

1967-58 

1967-68  a 

1977-78  3 

Total,  professional 

162,361 

272, 000 

335, 000 

Total,  Instructional 

129,834 

202,000 

248,000 

Resident  degree-credit  courses-.- 

121,216 

190,000 

' 233,000 
15,000 

Other  courses 

8,618 

12,000 

Other  professional... 

32, 627 

70,000 

80,000 

Administration  and  services---.--............ 

19, 708 

36.000 

34.000 

44.000 

42.000 

Organized  rnscarnh- - . 

12,819 

t For  exclusions  and  inclusions  under  the  different  categories  of  professional  staff,  see  table  21,  footnotes 
1 and  4 through  9. 

3 Estimated. 

> The  projection  of  total  full-time  and  part-time  Instructional  staff  for  resident  degree-credit  courses  in 
4-year  private  institutions  Is  based  on  the  assumption  that  the  ratio  of  total  degree* credit  enrollment  to 
instructional  staff  for  resident  degree-credit  courses  in  these  Institutions  will  follow  the  1967-68  to  1963-64 
trend. 

The  projection  of  total  full-time  and  part-time  instructional  staff  for  other  than  resident  degree-credit 
courses,  professional  staff  for  admhilstration  and  services,  and  professional  staff  for  organized  research, 
is  based  on  the  percentage  each  was  of  total  fuU-time  and  part-time  instructional  staff  for  resident  degree- 
credit  courses  in  1963-64.  Those  percentages  in  4-year  private  Institutions  were  7, 19,  and  18,  respectively, 
and  are  assumed  to  remain  at  the  1963-64  level  to  1977-78. 

Note. — Data  are  for  60  States  and  the  District  of  Columbia  for  all  years.  Because  of  rounding,  detail 
may  not  add  to  totaJs. 

Sources;  TJ.S.  Department  of  Health,  Education,  and  Welfare,  Office  of  Education  publications:  "Faculty 
and  Other  Professional  Staff  in  Institutions  of  Higher  Education,”  biennially,  1st  term  1967-68  to  1963-64. 
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f'fit:t  :u»:  V jt:  ' t *i  i ^ Kt''  I'llii  l:  jf*t  t ;i  m Mrj<|  pu  ri  :<t  m ft 

iU;.f  ImvcxI  l<.p  ;i;;l  rn'’t  If  I'-i'iK'i'f  ' il  ! ir|  iriU'i  1'r.  .h 

l/ii  }n  t tn  : u t I*  ♦ lf  Ifk  IWkI  :«  t’\  tf*i‘:,.  |ir<‘l  I ( ll  < h i ;,!•»  | !. 

:iifi  fVh  n i(  I >|r  > 1 , \‘‘nt  r ;;  i ’ H r j »!  ict  I 1 ( 1 u'  M 1 1<  M r I'lif  Jf » l,« ) i|!  it  JUM  I lu'  U 1 1 

I’tuf  ii^j  ;i  • \ ti  l<*;- J i:  -‘iMi  i:*  fiiliir  :!(», 

ir*t  ,■  > :j  f.i|.  1 > t 'M'l  f 'll' > \ ' I ft  1 \ !l  >v^‘l■|•l■r'^’l(  ^ fit  3'i( 

1 ,tl»  ( ;\‘ll(lN 

i'hi  tir;  Ht  i<!  ! It  ii'l'lliTUU  't:ill  1 . t- II  ■ 'i»fj  u I Wl  li'i*  i j t|:lt  Pui'fififiN  1 :if  !i  ft 

. ti  n ( ! ; n:M  ;!  xt  { !■  > if  ! » i irt  i“  1 1 1'  U 1 j*  if  i l^  r >.  ( M‘f  1 1 m 1 ( f i ('<  iti  I .i  h;  u'  f i > in 

f-tcMcv  t ! • . l*i ! ,*.*  I 1 »r  rit>l  I'l  \f'MJ:.,  r,U»>-  f'i'.l  1 li  t'l  Mi^*'li  VJii  l!i«' 

•|niiH  Ii  vfitii:,  ^,4  i',iMta*'li  *<»>■.,  ifir  kiifiMurn'l  ?fiit  N<  it  I i t M inn  1 

4 (i1  i i ( mi  Iff  i V u4f ’ni  initl  niif  *1  n mn  ; :il  n ft  m n ^ ,'  !■  J I , J 1 r jk"!  K»<i <»»  I 1 f t In' 

i-n.in't  ;ri  <rt  llitMnvIi  *1^1,^  ^ hti'i  :n  ^4  ill  |*i 

■)‘'<’*I  ^ I'^ii'ni  (ir-iil'i'-?  iiiflu'if  J 111'  iitinilirl  iiitiMlmj  it  ur  I n il.h  t Mf 1 

IV, j*t»l i I iii'iM  ntv’l  »'vj*ltif‘rmrtM  <*1  c.ltift  ll»}t^  m:*  iU*'  |OMt«vvvt(ni  \ 

( If’ ;( wt'Mi!.  tunii.l  \ iMif'.ii  V'ctn  j *^ ‘I tr  : n^‘i  ftif *!  n itin  t n ft  irif  ln(ic‘i‘  lliiKfic*  mn 

{>t<;\'c*('l  IfJl  r>  1 1 vir.iu'i  '*«r  J'l^nlflil  tH  m<'lit^''l  i‘i'  < t'l**  1 1 f niid 

. fi:tU*tlf*f  i<  in  lf\  tfHifl,  rti'iui,  of  ! i .\c  \ t.vif  itij  |u  -V  i 1 1 lln'  't  n itUll 

n ft  lot  rc'  niivii  i n |*i't i .i  (*oiif;KV, 

j*ti  T ii'htrnhhl  /f ’I|n  *' if  tij 

t'iffhf'  f.//  '/<t  r«i«f  7/  "n  N<y  <i»l» , 1 t’itt'ii  A^fll^<^,  jf  «f  ^ rViV,  ^ .W/* 

nii//tfr;:  ' 


t tli«-«liio  t'lHO' olt'ttt  s-siltimti  .iiuft 

IN.V;  .V* 

n«‘,r  trt  • 

rf’“T  *’> 

'1  iMMi 

t'74  lUM’ 

r/-'v  (tiN‘ 

V4I),  uun 

ii«>n • ,n'*nHto' 

lHIC 

4l)'  U*4< 

r.Tn  uun 

1 It  hk'i  » •i*v>«'<- 

iltn> 

iHtli 

uun 

1',*.  UUlf 

A'V.,  uun 
tm,  uun 

'1  Ott|l  llfliui  {hOttkV’lllMllll 

HI)  nun 

1 tr,  uun 

I iv>,  uun 

A.«il  1)1  tllfll  lilt'  IIH>1  ADI  \ I'  kkf 

tii|imoV«Dn 

t';  nun 

iiun 

r.t>  mm 
t>i  tm 

'/ri.  uu*' 
^t^.uun 

♦ t*»i  Miv  •!{  Hlwft  nidiiitwi**  luilliiftttit  t»i  tlik  iHtil*;,  HM*  joiiniiinti-  i »>irt  4 f, 

IhWI*  n 

♦I'hi  MMiiiMflim  iutt!  N“  t*»  ;U4W  li>  unit  tln'  r|i»tilia>M»in,  ttli  ||>  ol  Hu  niU  'limi  ot  VII 

iiiIhi  fiilttniiM  Miiit  ni.Mit  tm  iifjiH  iotnomii  iiiimAw  tinttn  ttM«n  toi 

lilli  Mlifl  ht'tVlwtft  «»tfj  tiw  Ml'*'  itiKtofl  Mii  Hit'  MiCMlIhflMOlH  lint  H Itf  i!n»f 

ti<K»n»««’  «ii»4»vmI*imI  nmM'ntfUiit'Mt  n***rt  roi  i*tniaoM  t'imi«i*'i*  *»i  Itthkl  nitUthH'  Miifl  jiHi'i  'Uiint 

iiMia'iMMiMiiui  Till  tliikMi  itMMiiii'i'  (Vi  ;jui>’*»i>M  111  JiHiJt  lit!  y ill  »•'  tiil  *iii»*ti  fii'Mniwiniml  ninn  M*  y nU 
a'li*  *m*hW  •iMMtnium  Miiti  ^imih  lUm*  murt  «»i.ty-n  in  iMiii»>  im(U.V4tii*<tt  i"*  4i»i»’«i*'iitiMM 

« 4f.HMMnin'4 

\«vi'4  ItM  ill'  Mnii'i'  Mi»rti  i«>  ^IwU’iol  or  i 'oiMiitiH**  f'H  ntl  ,v*‘mij>  ^vtoMiiiM'  oi  Hnnidinr.,  ‘lotMil  »mj 

OMi  Mtiit  •(,  iMlMtlt 

«itiMV«>itD  i - > or  U.'MirU,  *.4«#<{*itk,  nnrt  ^ f^rtitt*'  or  t rtiotMUouiMiitUonUonn  '’|'MttM>h 

«n«4  iimum  .t'y«)!ti'«tn*mi4i  wM  4n  JiufUimniM*  *ir  .wuc'lnt*  4),iiu»>MU#Mi,'‘  l4MMnu4itA  , initi.Hiw  4»«i,  n*  in  rmtA  >i4 


?S 


«rts  -tm 


Mh 


ERIC 


I'lii  ;j  |rui  f*('|  ilffmiti'l  ;j<4  I E(  1 1 1 1 n mc‘ .r*i  ju  i \ *»lf  i .1  m:1rn* 

Imun  * ill  Mfl  i‘‘  M 1 1>  I ti  rii  • MH  1.hr*v>  rox^i  m*!  1 nldr  iC.  |l  lirr.u'd  on 
iCt*  iiinl  ftilM  mi»‘ mUmiI  nrlrifl  cM»;d  ‘Inil. 

:ih«|  I ^ j if‘o )r*< *1  «M’|  1 I u’ 1 ( H }i i *j1  II  11  J 1 1 1 f‘c*( I 'for  | 1 e nrol  liiK'lit 

jmt)  [of  ;*rj  il3U\e*Mif.nl  oj  1 I mwc  }f<»  fniA  »'  l»dl  1 lie  J»|ViJf‘i‘*.loil  el1  Er‘f  Icrn 

:J  »«mi.ri‘U  o7  •nrtJi  lic'K'lU  . J-'-gVI  l-loe  <mjIIIX  !|(rf  :)il 

e-rryMlWiXil  VritffCTil  l»  f*e>h  ij  i nU*/i  ll>  I'l  1 w»1  XX  ctf-ff  1 1 1«  1 ^ »t  ?i  1 i i II 1 M 

I w t c':fn)  i1<rVe^*i  IM  #•  | \ o 7'<'«(^ni7'f-iuc'ii1*  ijof  / 1 :m 'i'l  nriil  Jife 

}il  ijK’rfH'iil  cij  liilru  tj  iitn’j  kJ'  r:ti»;j  doA  cm’^  jij  < )•»*  life  \ tons 

yc'fi  i\ 

ll  ».lif»tr!tE  1k<  Uuit  otif  of  Mif*li:i».ie  ;i»<» nfu;j et^ioti^  in»' !<  i lym;*  llif‘ 

‘ie'IUH  tu]  ffirr  l »{[  Jitl  ».1iO\Mf  3ir'-tV  l lint  i1k'  »i  in Ir lit  »-1  :ifl 

lo>  \Ml1l  <«inltliur>  1o  ilMr:rr*nSr  ’ll  fit  il  l II 'CT  \;li  v irfX'4M‘>:ji  l '4  llll”^ 

1’f'o^n'l  Nxn'H  ;i:h  viji:hi!U  imtrti/'i ji'l  iitjiif!  lilum  lliotir 

•|  iIm?***, 

EaI'IC  i'*'  tlrnmtu!  ;fo>  hili'hntt  i rhtitt  oft  mtn.l  //  u h till 

I hf<f  it  nl  lOh*-  t'l  hit(l'*t  t'll  I,  I'nt  ttopt  ^ iifi  'fif  i titti  t fi  Jnfii't  /»>/,  1 tnh-it  .Wri'o-,  / .*'/  htlh^ 

t'.Hi'i  y.H>h  ift.il  V'^’>  ■■  ' 


1 li'lllltllil  'll  It  full  'On (Ill*  nil ’lit  IllMl  I’I||I|  1*11  lilt  Hi  I*  ft 

■nniik  ■»>» 

OlIWi  VI' 

itt.'it  V»i 

*l  tllli!  lIlHi  Mh‘l  |i>l|t*l  Mllift 

1,  VVh  IHKI 

Hiiu 

V li  e*'*'* 

tlMMl/ll’Ill  Tll>|'‘t'*‘*  'I’t'I’lllI  l'ltU'M’> 

1. tHKi 

't  MtiV  (HiM 

v4i:  (iMii 

* M ||*I|  I'lMIkMif 

, (HN* 

ititit 

4lMI  tHto 

/VOnilltiiiiil  iHMl  riii'l  liiniit  Mli*rt  ill'll 

ttuit 

;’ii,ti*i  t 

;'4iv  iKHi 

t i|i  Il|i'r<>u5*>e1  MhlitMtlM'Ilt 

:0>I1  IKHI 

‘ hi),  tt  HI 

Ml.  (Khi 

1 Ml  0'tliMl<*'IIIMItl 

ti'i  iHHi 

i>.i.ii'n 

UiM  IHK) 

' 1' lit  till'  i'utii|/ot'ii>r  til  |tftlIl>^.'1llMllll  iitiitt  tiiKti.iiiiif  iiii'lijdiul  III  ili)>  nJilt  , Ml’*'  III!  ll  lull  t>j>  I i)i>  1 4 thuii^li  j. 
i t»l  lit  *,“1  J*  til  tiiiM  liii<!  Ill  I'M!  1 1 III*  1 1.  H'  III  111  :|  i“ii|i’i'i  iti|'  Tull  >1.lt  Ilf  !*i(ill  ^ I liiMl  I'Mi’f  liiMul  nI  uft  sii'i’  i iil  >1*'  1**1,  Imil 
imkr  y Htiil  litiili'  ^l|  IiHiUiiilt  1 

* V'lll'  |ll»l|lil*tlilll  III  Hll^il  lultltl  lull  rlltllt'  |ii,(UU'lt|titil  illMl.l  Ml‘l  IiMimI  flllfft  III!  iltl*M'l*MI'^1  *’lll|i:tl  ll’l.t  X^tt^  *'1*111 
iiM'i’fl  H«>  III*’  flitti-i-tiHiU  1||1|  V ti*i»i  Hii  Xilll.l  1**11*0111*  »ii)klO  Jtli'iil  iilMl  l‘M«'tl*ini.t  » tiirt  **u;pli*,M't1  I;:  iilli>i'i>M«U  *' 

rj'lit' |ir’i|)*i*H  Ittn  til  Hi'iAlOoiiitt  lull  lOmi  *i((itU'lil*>nl  li|«1  funl  liutl.l  Ml  lift  Itil  |'it|i!h<i*>Imiii.I  *t|  I hiK'ii  ii‘iO  H»|?  Ou 
7ii*ifiiMM|tMi.  iKMithil  hOI}  Ml  fi**ONMlii'fi<  f.k,  « i|*  fifOKi'l***!  1*1  loi*'H'**fil  I/M  hr  iuhil  h/ll 'Ot.-i*' *"iMM  ;*l»'uf  |»** 
M’M.llOtmt  Ktun  *>tlltil*ty*'^  i*l  ll*'  |IH  l'l•IU^  V*‘llt 

h.t)vt  I'iitlt*  III*  r*it  nil  e^lul  If  Mini  Oir  iftl.'ilOi'l  *||  1 .*  Imiihlti  l*it  uh  ,vruu  Ivi’i'iitiM  Ml  }Miri<1iii| , >lHi*tl  imix 

IH*I  llil^  1 II  ImIuIm 

iiiHtt'Mif  t ' > lOMplil'l  liitiiil  *il  l^i'itM  h T >*1  Ill'll  1 liln  , *iti.1  I'llm*  . I Tti/'i  **l  1 <1im’*.Oiki  fiu' >!i*  *<Ot|M^  l itiMiH  X 

HhetOlliiit  ^ ‘i«i|*«MltMMiM  1 i«!l  Itl  $ mkI  lOiOmif  i>llOiln‘l  7' *lu«’ut  liMi , I lii  n n l**llx  , l-'l  li'l'fti,  Tfk  i*i  4I*l'n  l»4 

llif*  jnsHiimj4<ion  <»f  -.1  on  nn|ntU 

ulttitrt  fmin  J*  Uflkv*  of  IvluiUlnm  ►hous'd  ylini 

siUinl  U of  Ui«*  fnll  iinn*  iin^nu  Joi^  nn<l  in  1 uMt*  = 

intrn«lM  <o  in  inMiiniion««'of  InoWiuMni'utixm 

•luriu,;;  ih<*  follow iii|/r  y<*«r.  liT  w<^  c*?4iinrtio  nn  ttiMinonn)  I f«»r 

nnni^liiy.Un^  rtiinunl  tV|4»rvmf*nt  0|»t*tvvnt.  If  tin*  h^iuiiv- 

nn*nt  f«*r  ivjilrtctnin^ni  4iomM  \h*  |owc«r<«r  hi;*lnM'  tlntn  Un*  rtMtinn^I 
i^r  yortr,  <l*f*  (Unntttnl  for  ivj»lfn^*nn*nt  «*f  inMnniional  Mul! 
uonM  \h*  rtlirtVMl  f*umtrw  h;tl* 

I^i  MWii  nm  SvArr  in  lN>riii  iniNf*i  or  llnuini 

Km<\\rio\ 

Tin*  |fn»foK?^ioinil  Mjilf  in  iiiMitulionNof  lii;^ln*r«*<lM*'fUnin  im'linlnK  in 
mMition  fo  inMnn^iionnl  Mnlf,  Mnlf  oiujiloyml  for  «t*m*r«l  mlininlMni' 
lion  niul  fJK*rvir4*s  ninl  Mnlf  rni|iloviH|  for  or;*.unyiMl  iv*n*tir‘*lu  f*ln»wn 
in  lalfW  til  inni  tfH,  Tin*  <lritnnn1  for  mMilioiml  fiill*tinn*MN|nivtiK*iii 


5*  Um’I  i*i  iinuM^^  nj*  r<":t».\f  ^Mviii;,*  t^n*  litAl 

ilii^»n{ili  t]^f*  <^r'in«n«i  (mt*  rH!<iiii<ri?il  fufl-linir* -tHii 

li»*HVM>M?ll  M?ifl  >0( ),  ll  ^♦\lK^i^vl  1o  Ik*  jlj  (\^J 

ihroii^Hi  T’i  .’i’io.ooii  in  ]'j7’A  l]jr<#n;i]j  rCT-T^J. 

jt)*  ludf*  Uk*  jjiijiiUr  ikhmKmI  f(<r  1k#i]j  jrjrrcntfu^l  rnn^lluKJit  rf'jOafv*- 
irK^ni  <♦!  (Sf'c?  2^,) 

r^  M c :m  r.  h th.fitc/f  ^lrffi>Otit1  {r>t  jfu  lh‘ti  tni  rfftm<nlt  ffl  ‘prrifi't^i  itfUffl  VT<  tf  li 

Itthhf  ot  fnphn  orlnralt^ifi^  (iff  pt  iufff'Ufiii  t'fnh><^  J *^t  tilW^ 

? ;-Ki  M 4,fi,  ) : *(>*i  T ^ - v s < 


4 tl'MIH  111  llM  ItllM  t|MI  I'MH''  lil"nl  III'llli'NNniMItl  Ilf  liH 

ItlU  'llh 

aiMi»>  ra 

J > 1 

tii'ii|i'N>‘iiitti(*1  ;ii(itt  l|l>l•/ll><’l 

n^fti  i»tHi 

a,  ;in»s.  imn 

imn 

VmIi.I  iMHM'Ui'M'mM 

u.  1K«i 

mv 

a Ti'i\  nti‘1 

4,  IHlfi 

i,nk;;,  (KKi 

;;,:'4i;,iKKi 

4 'M  ill It  t'OltllMT. 

:i»v;;,(KKi 

4IVI.  IKK) 

4 <1  iiilnlMl.ini  lull  Mid  MM  « liT? 

V4}(.(KKI 

HOa.lKKl 

ar.Y.iKKi 

t dl'Mtilr.t'd  HMii'iiNtli 

«(Ki.  (KKi 

MdltKKi 

i^ddtl li/iml  |imli<NNlimht  Hiiift  iininli'i.1 

;.'!N,.1KKt 

IKf.i 

aiKl,  (KK« 

1 (It  (itdillliMt'iil 

U)h,  (KKI 

1’Ui.  IKK) 

m.lKKl 

|tit  n>|i)miiTiii<iM 

(KM 

ri,(KNi 

;t<i!i,  iKKi 

< J *rt  1 h«>  *'HU't’»H'U't  ti;  ^tt’(il"4^intiut  wtuft  Irii  ludi'<1  Im  IIW#'  lulilf,  i«‘i'  |iwr1  tiirti<»  t iitid  4 liifMiUl) 

, 1 1*1  ill'  Jl 

) iu  lUf  mi'iUiul  *»t  f^«<UitutA«a-  mill  ru'Ultm’  I'l^ulUili'iilr.  nit  ii*1ili  :»<).  iiHilnuii  l\,  iirul  luUf  ;<i;, 


ffll/l  Ml  Hi'  % 

- 1 III  («nitH*Uiiti«HHititU\nuhltuU 'Urmi't4UU  kIi’hI  imtliiiittliiUHl  wUift  (iii  Hui'i'uni'iI  i’ril’»(tlnn'ii1  v JiM'tm.iuitoil 
Ht'ilii'  illrtiicimi'i  liH  VI  I'l'M  1hi  1«r1  hi  fillM  inii'  l'•^lJ^UtU'lll  j»i'iili'NNji»mi1  i Juft  i'iri|iloii'i'c1  in  V nh''<ii'n.“»u  * * miu 
I lM-  t«i»li’i’'l*«*  **>  hi’UlUimht  luLUUiii'  I'ljMUhli'ul  Jtl'MlnNhMinul  lul  Ti  jiliii'i'mnnl  nl  ItuKir  li'jiimt  llic' 
^il’itlii«HNtli.  1«Mn|Hlt  u>  lK\  HI  JM'l‘Hihlniiit  I J j VIM?  i',sMmi‘li'*1  hi  <)  |v*(i'iinl  mJ  IIK' rull'llMH'  I'ljUh  mIi'hI  iti'H 

|l'NNU»tWl  tiluU  llUi  plltjml  Vlll'”  • 


l^hiM  ufi’  lii»  Ml  Mu'!*?  itii4  ili<'  UinIi'ih  (it  < iihmiltlM  tui  i.M  ^ I'm?,  tii»i'mj«i‘  *ii  ruuiitliiu'.,  'IHh’i 
tniiv  ^I'ri  u44 '•h1«»Ih1? 


>|(IUI'<H>^  f « MiO'it  Ilf  HHhtIh.  t>lin'h1.l(in,  iili'1  iillMlr,  <»rtliT  (it  l>lu*'h1l(m  |iuU»*'J*Mcin> 

|*rdh>NNUMiul  jhlurt  In  } MNi.it  nMnn?  ul  l|ii  ii"i  t'.ilni'hUini.**  1»l*’nnlJittji , jnrw  rn>  lM  1 KiX  *<i4 , 


V. 


Kxi»KNninMu:s 


‘I’ho  firltlM)  funi  ftllhlillio  ill  ill* 

►liUiliMjiK  <if  lii;*)nT  «vlM«^ain*ii,  ah  i|0\r)o]K^i  in  iJm  onmllin^nt 
iJii***  s\i*tv  iihtiI  nh  mji<*  «»f  ih<^  niniii  for  jir^»3<viiii;: 

<*\jHinliiiHv**i  }»v  iii^i  ilntiMji>«;  of  lii;»)if*r  <*<ln<Mlion,  c^ni‘^«UiiM^nt/»^ 
umihI  ui*iv  n.»i  f<ilVnv> : 

in  0«K4«mi4?| 


I'uU  tiqitll  vLlt’nl  in  yOouv  <»t  (•ijn:'i^« 

U««» ; 

N'(wi|»«:  I 

TcrtiU,..  . - 


iHf.: 

’ jwr: 

I.4U 

i,«n 

i,n« 

2,  in 

K M(1 

Tlio  priiiVrliojif^  wliioli  follow  \M*n*  iliorltij^^sl  hy  llio  finiJjor  iiinl 
oilior  iii<oii1m*i*k  tif  ilm  Xalioiml  (Viiut  for  K«ltioali«nml  Statif^tios  uiiJ 
all  kIiuwii  lion'  nivllir  oiirShlMiwn  in  /%ti/rr//onA of 

SiitiThiirM  to  /.W7-7.s\  tnUUo^raphy)*  Tlu\v  ukhI  ipxicnsivcly 


liy  nn<l  rvw'iTX’ln*rs  llif*  \ 

aii<l  ihvy  Hif*  nrjtiults  of  in.inv  vcnrs  <»f  <'*>nrvn<nU<^l  rifoii  on  llic 

jm»Mrin  of  jinn  idiii;:  n*li.i)iln  nml  |»rf»jiviioiiH  of  (4ic  inniti 

of  I’tiucalional  Ninlislirs.  Tln\v  nrv,  of  ronrs*,  subjivt,  (o  llu*  s'Um» 
liini<;ilions  aijtl  |uvmmiUm1  at  On*  lM*;rinninfr  of  pa]>or, 

TJiis  i<ni  for  of  i)ji*  pio- 

HopnmU'lv,  ii  t>riof  do^^ripJioii  of  I In*  niolh^xlolo^y  nn<l  I In*  vx- 
pondiUirv/  fipims  for  and  1?»77-*7S.  All  arc 

for  Ihc  SloU*-*  (.V)  SiaU*?i  nn<l  !).('. )»  and  an*  Jiown  in  Ih»Ui 

(15^»7-0^)  ainl  currvnl  d dlar^.  Conversion  from  eurnnit  lo 
c<nih4.inl  dollars  in  (lie  instance  of  riirrenl.  exjiejuliliin's  was  on  (lie 
ha^is  <»f  iJie  (VniMiiner  Prirx*  linlex  pn^pannl  l»y  (he  llinxMU  of  KnUir 
S(-i(is(ics.  l'.S.  l>epar<nu*nt  of  Labor.  Index  ntmilH*rs  wen*  arrtn^Ml 
on  A dialv'diane  !i.asis  to  oonv^sj>on(|  to  (lae  sejjool  wars,  ("apital  ex- 

Iv4'jditnn*s  uerv  «"4in\t*fl4Nl  from  ennviK  to  <"«mvj(an(.  dollar  ; on  (he 
i.isis  of  the  Anieriean  Appraisal  Company  Omstnie(ion  Cost  Inde.x. 
TJie  projer44*nl  riirren(/  dollar  fi;run*s  for  r.»77“78  an*  hascsl  on  tlie.  as- 
Mimplion  that  the  C<mhunjer  Prl<v  Imtex  will  incnMso  ]iem*n(  and 
(he  American  Appraisal  (Vmslmetion  (<is(,  Index  will  incn*a*<*  .’10 
jH*nx*JitaLivethe  P.^07-"OS  level. 

Sfos(  of  (he  follow'in;;  pn»j(s*tions  an*  hmsvl  on  (he  assntnp(ion  tha( 
(he  I0r»7-  (o  P.^r»7-0S  (n*ml  will  c<»n(inueihmn;rh  pi77«-7S.  hx<vp(:ons 
or  addi(jons  to  tJiis  nssninption  are  inclinhvl  with  (he  me(hodolo;;y. 

Inr\rmeATK«N  or  Kssimiai.  Ki.i:mj:ms 

K\]s*ndi(nn*s  for  hi;rher  education  an*defin(vl  as  all  funds  ex|K*nde<l 
for  capital  outlay  .and  cnrn*n(  exjMMnli(iin*.s,  inclndiiiar  inteiesi  n*j)orted 
in  rnm*nt,  exjienditnres.  Kxcln«ie4|  are  transfers  of  funds  and  repay- 
ments of  deht^s  th.it  tvouhl  nviult  in  dnplicathni.  Fi«iin^«  for  public 
ami  irmpiihlic  institutions  are  shown  K*p.irn(4»ly.  ('apital  outlay  is 
definetl  as  exjienditnre  whicli  n*>uhs  in  addition  to  (he  value  of  the 
physical  plant  . 

Iha'^ixuNij  CrniirNr  Kxn.snm  in;s  .\ni»  Kxri  Niurrin.s  Fuom 
Cnnn.sr  Kr.Mw  nv  iNsrmrnoNs  or  Iltomn  KnremoN 

Annual  cnrnmi  e\iH*ndi(nn*s  of  in^tituthins  of  higher  cHhication 
(in  I0H7  OS  <lolllars)  incrvasiHl  fnun  $.'».!  hillion  in  P.l.^7“.^S  (o  $l.^..'l 
hillion  in  lor,7-0s*  a (hm*fold  incn*;is<».  They  nn*  exiiectH  to  micli 
^*J7.s  hillion  hy  1077-7H,  or  nearly  (hmhle  tiuriii;'  (he  pnijcvtinl  Ithyear 
jx*rt<Hl.  *rin*  pnvjj*c(od  ilatn  an*  h.iscxl  l.ir^jidy  upon  ex|xv(eil  incn*ases 
in  enrollment  ami  unoii  (he  tnnid  of  incm’isiiiji:  costs  |H*r  student  ex- 
pn*sst*d  in  constant  uollars.  Tims,  while  enndinient  is  not  exinnled  to 
incnMse  at  us  nipid  a nite  as  diiriiifr  the  past  10  years,  this  factor  will 
1h*  imm*  than  o(Tsi*t  hy  inorensinjifexjwnditures  |ier  student.  The  result 
is  an  exjK^ted  or  profecte*!  constant  tlollar  increase*  of  $12.5  hillion  over 
the  next  10  years  compared  to  a constant  dollar  incn»asc»  of  $10.2  bil- 
lion tiver  t he*  past  10  years. 

Current,  expenditures  hy  institutions  of  hip:her  education  are  not 
itsimllv  reported  as  rucIi,  and  so  they  must  l>e  derived  from  ncrmints 
lalH*lo<1  ‘Expenditures  from  current  funds.’*  These  accounts  aro  di- 
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\ inf  I four  fniu:tioii!il  roiiiooiit'iiLs:  shiclctit  iMlnration.  n*l;iU*(l  at> 
i\\\i irs.  n*j^‘invh,  nml  tuJxiUsirv  oulvrprij^s  urul  htucloiit  iiid. 

*’Shi(|riil  c'(lnr:i(ioir*  wiroiiipasH'S  p iuTil  :nliiiinislniti()ii,  iiiMru<  lioii 
mul  rxUMisi(»ii  a ul  pul»li<’  siirvuvs,  lil)nuii*,s, 

anil  o]H‘ni(  ion  and  in:iiiit(*iiaiicv. 

KN|M*ndihiivs  for  stmUMit  r«lnfa(ioii  projcrlod  bv  iiso  (»f 

Hio  J n iid  (»f  aiiniial  oxjn  inlitiiros  |mt  fulHiim*  c/iiiivalrid  Miulcnt  ovrr 
the  in  vcarb:iM»  |x*ri(Hl  and  in  roiijninlioii  uiili  llu*  projcvU»(l  enroll* 
niiMil  of  surli  ^hnh»nls.  Wlu  ii  cxpivssed  in  lonns  of  ex|H'ndilures  per 
fulMiinc  c‘4|iiivaKMi<  shnlenl  (y ),  the  cs|iialioim  aiv  as  follows: 

M-'ilTiif  in  t**|  in 


Sl:tn»l:trxl 

rm«> 


I*il1  >\m-  > ' - n .7*^  <lfn  I 

S>.hj.i2l.1.r 


Non  Tfir* <x*i(s iKT  a« l»y  Ojr  aiKiVi*  If»rmnU«.  tboi  tnnItIplIM  iiy  lli^' 

<4  fua-OriM-  l i wn^i*  sil  UAA  rki*«n(Jilujv»  Inun  nnivnl  («ni*U  U\  Wtnlt  nl 

»xli2<'atn»n.  (S4H*  tairjr 


Taijm:  *ja.“  f:rpt  tttHfun  M frf/m  current  fuurtn  for  nftntrnt  rtturutitm,  hu 
thwM  of  hhjhtr  t^urothm — Vnitt  tJ  StuhM 


li*‘m 


All 

CuM  In  I ».1t|rVnt  d'1^17  0*»V41>it>V  .. . 

it^l  (111  MI Ir Mill  ttl  titilJlT*)  . . . 

, (111  I'  Uionii  <4  cnint*iit  . 

* .lilWly  rxmUiul . -(I 

(*orl  ti*'t  Mn*!*  '!  (i'^'i7  tJMlarO. . .. . 
Tolal  dll  r f 1 W7-<W  dMlaOi  . . 

Total  <ln  l4tU(m« » 'nimn!  dolUra). . . 
N'oiitmiiUdy  • ottuti»ii«: 

(*<M  1‘^r (l‘*M  •’SilnUw>).  ... 
TcitsU  tin  MlUtmn  «il  1'*<17  . . 

Tot  al  on  UUion*  of  rtltirm  1ollat>). . . 


r.*?»7-w 

r*tim»l-nd 


l.?*7 

.Tl 

i.ya 

1.H 

).;< 

i.a 

1.1 


lV<fi7-<*H 


l.oni 

K,  »» 
h. 

1.4M 

ft.  ft 
ft.  ft 

l.'*47 

a.  a 
a.  a 


i‘C(»Jortr«l 


i.ssa 

1V7 

lK.h 

1. fl.’rt 

M.  1 

12.1 

2.  r.24 
<’(.7 


(1))  The  project  ion  of  oxpcnditiiius  for  orpini/.od  re.scarcli,  as  a 
componeiif  of  (‘iirivni  oxprndilun*s.  was  done  witlioiil.  regard  io  oi'i- 
rollnioni  or  fo  ndalionsliip  with  expeJidilnrcvs  for  sludonf  (‘duration. 
In  view  of  llio  (‘xlmncly  varinhio  nalnm  of  this  ('oninoncMit  s ndation 
lo  industry  and  ('duration,  wi»  have  projertod  on  tlu*  oasis  of  the  con- 
stant dollar  Innid  of  expenditnnvs  for  or*raniml  rescan'h  during  the 
base  jieriod.  This  projertion  may  well  hcMpiiti' ronst'pvatiw,  e.sperially 
for  tlie  pnlilicly  (‘ontrolled  instiintions  whieh  nndonhtediv  have  the 
]>oteii(ial  to  enpijj^s  in  orpiniy.('d  ix'S(*arrh  to  a far  greater  (iepee  than 
perforinanee  over  the  past  10  years  would  iiidirat(».  (Sw;  table  30.) 

In  line  with  the.^('  a.ssniuptnms,  the  following  (»(pmtions  were  de- 
velo|H'd ; 

lOittmUM  (^Katx^i;  y-w4al  amotmU  (it  UimemmU  t>f  v.m\7  Ch  (Uilljiif;  i-l(in«*  in  yo«n.  i**l  in  ln.ft7'W] 


Stand  rtitS 
rtitrtu 


$2ft..ft2ft 

4K.341 


I'uiiUc  >''»iaw.rwr+fM.42a(i) 

Noni«ilillc  y’-$243^2+fl3ft.740U) 


35J 
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Taiii.j:  — Hsfirmlit tm  X from  rurnvf  fundx  for  ^fnjanizrd  rrxntrrh  hjf  ittxtitu-- 

(ionx  ttf  hiijhrr  Vflvi'uiiun:  I'nitni  stntrx,  /|/.<7-.7tV,  nml  /5<7-7*S* 


Tyi>r  -j5  cf;iilrt>l  of  fiistitutfoiis  of  hiplipr  rduniffan; 

rnMlc> 

NotriniMfc* 

riilmc  J 

NonpuMic  i 


lltsr-.w  1007  M lOTi-TH 

rstiiiiutrd  psMmatcd  rrojcclcil 


0..'/  1.4  'J.3 

.4  1.7  l».0 

.4  1.4  '<!.H 

.3  1.7  3.5 


> In  Mllloiis  of  piOT  rtH<Jolf:ir.s. 

> In  Hlliunsufciirmit  dollars. 

(c)  1U'IjUc<1  artivitii's,  auxiliary  oiittM’nrisrs,  and  student  aid  ox- 
penditurrs  \vero  projocto(l  ou  iho  hasi.s  of  tlioir  percentage  rclation.sliip 
to  .student  education  during  the  liasc  period.  These  functions  are  oI>- 
vionsly  closely  related  to  trends  in  enrollment,  hut  allowance  had  to 
1)0  made  for  tlic  change  durinp  the  base  period  in  their  percentage 
relationship  to  .sindeiit  eilucation.  The  base  period  data  indicate  a 
trend  toward  sHehtly  more  eni])hasls  on  the.se  activities.  The  c.xception 
is  expend! ture.s  for  auxiliary  enterpri.se.s  in  iion^publicly  controlled 
in.stifntious,  which  have  decreased  .sliglitly  during  the  base  period  in 
ix?la(  ion  to  .student  ediicat  ion.  (See  tables  and  *)2.) 

Trend  equations,  l)asod  on  lOoT-aS  to  lOfiT-tifi  data,  and  the  past 
and  projected  ratios  fnreacli  item  are  shown  below:  (y  = tho  e.\pendi« 
turos  from  cniTcnt  funds  for  each  item  exprcs.^^ed  as  a percentage  of 
the  expenditure  for  student  education,  t=ycar,  19r‘7-r)8=l). 


hy  lyfx*  of  ctmtml  of  jn5niiiU(/;t  Lr;i5l  .sijiiarr.H  f/juatloiLS 


.Stmifliird 

rrri»r.s 


UHnlrd  actlviltoii; 

Viitoic v'“‘>.HM+n.n2.'^(tV 

Xonpiiltllr >'«li.7I‘J+0.0LVa). 

Au*lUnry  i'liiorpriJios: 

riiMic v'«-jn.3ft7+a.i47<o 

Nonpuhllc >''»33.254-(V2W](0 

Sliiiimt  [lid; 

Ciihllc y'»2.K34+0.11!KO. 

NonpuMic 3''«7HSrJ+0.2S8(U.. 


.127 


.01 
. 173 


Taiii.i:  ti\. — Expend itureH  for  rdaled  aciiviticst  auxiliarjf  cnierprisrSf  and  student 
aidf  prrerntagrs  of  student  education  expenditures  bg  institutions  of  higher 
education:  United  Stairs,  10r>7-88,  1967-68,  and  1977-78 

(In  ivrcrnll 


1P57-S8 

oxtlniatcd 

1^7-68 

estimated 

11177-78 

projected 

IlelatM  ncMvIMcs; 

ruhHc 

to.m 

8.8*J 

10.38 

0.17 

20.45 

28.03 

5.33 

13.02 

NonpuMlo 

Auxiliary  cntcrprlsos: 

ruliiic 

27.89 

Nonpulillo 

Student  nid! 

Vuhlic 

3K07 

4.14 
10.  GA 

NonpuMic 

35^ 
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Tahi.k  — Expenditures  from  current  funds  for  related  activities^  auxiliary  entcr^ 

priseSf  and  student  aid  by  institutions  of  higher  education:  United  States,  1967—58, 
1967-68,  and  1977-78 


Item 

1957-58 

estimated 

19fi7-68 

estimated 

1977-78 

projected 

Uelated  activities:  > 

Total 

. ...  0.3 

0.8 

1.5 



O 

.5 

1.0 

Noiipnblic 

.1 

.3 

.5 

Amlliary  enterprises  and  student  aid;  ^ 

Total 

1.0 

3.2 

5.9 

rut  die. . ............ ........ 

.5 

l.B 

3.5 

Nonpublie 

.5 

1.4 

2.4 

Related  activities:  > 

Total. 

.3 

.8 

1.8 

i*iiblU* 

.5 

1.2 

Non  put  die 

.1 

.3 

.0 

Auxiliary  (’nt(  ri>ri.<c£  oiid  student  aid; » 

Total 

.8 

3.2 

7.1 

piP)li('  

.4 

1.8 

4.2 

Nonimblic 

.4 

1.4 

2. 9 

• Amounts  in  Itilllons  of  l!Ki7-fi8  dollars. 
- Amounts  in  billions  of  current  dollars. 


Expenditures  for  related  activities  ai*e  shown  separate!}^  because 
tbey,  together  with  those  for  student  education  and  organized  re- 
search. make  up  a total  defined  as  “expenditures  from  current  funds 
for  educational  and  general  purposes,' ' a term  used  widely  the 
higher  education  cominuuity. 

(d)  The  total  expenditures  from  current  funds  were  then  projected 
l)V  adding  the  components  which  were  projected  separately  in  a,  b, 
aiul  c,  for  each  item:  student  education,  organized  research,  related 
activities,  auxiliary  enterprises,  and  student  aid.  (Sec  table  33.) 


Tviilk  33. — Total  expenditures  from  current  funds  by  institutions  of  higher  education: 
United  States,  1957-58,  1967-68,  and  1977-78 


Tyi>o  of  control  of  Institution 

1957-58 

estimated 

1967-08 

estimated 

1977-78 

projected 

All  institutions  * 

$5.3 

$15.9 

$28.3 



3.0 

9.2 

16. 9 

Nonimblic 

2.3 

0.7 

11.4 

All  Institutions  > 

4.4 

15.9 

34.0 

Vublic 

Non  public 

2.5 

1.9 

9.2 

0.7 

20.3 

13.7 

* Amounts  in  billions  of  l007-fi3  dollars, 
s Amounts  in  billions  of  current  dollars. 


(e)  The  expenditures  from  current  funds  shown  above  arc  essen- 
tially current  expenditures  with  one  except  'on.  The  exception  is  that 
they  include  some  funds  which  were  expended  for  capital  outlay.  An 
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analysis  of  data  on  transfers  from  current  funds  to  plant  funds  and 
direct  expenditures  from  current  funds  for  capital  outlay  showed  that 
about  10  percent  of  the  capital  outlay  was  expended  from  current  fund 
accounts.  Therefore  the  figures  in  the  above  table  are  adjusted  ac- 
cordingly in  order  to  show  current  expenditures  only.  (See  table  34) 


Table  34. — Total  current  expenditures  {including  interest)  by  institutions  of  higher 
education:  United  StateSf  1 957-58 1 1 967-68 1 and  1977-78 


Typo  of  control  of  institution 

1957-68 

estimated 

19G7-CS 

estimated 

1977-78 

projected 

All  Institutions  > 

5. 1 

15.3 

27.8 

Public 

2.0 

8.8 

16.5 

Nonpublic 

o o 

6.5 

11.3 

All  Institutions  2_^ 

4.2 

15.3 

33.4 

Public 

2.4 

8.8 

19.8 

Nonpublic 

1.8 

6.5 

13.6 

> Amounts  in  billions  of  1967-68  dollars. 
2 Amounts  in  billions  of  current  dollars. 


Projected  Capital  Outlay  by  Institotioxs  of  ITioiier  Education 

Annual  capital  outlay  of  institutions  of  higher  education  (in  19G7- 
G8  dollars)  increased  from  $1.G  billion  during  1957-58  to  an  estimated 
$3.5  billion  during  1967-68.  Capital  outlay  over  the  entire  10-year  base 
])eriod  of  1957-58  to  1967-68  amounted  to  an  estimated  total  of  $28.0 
billion  and  is  expected  to  reach  a total  of  $28.2  billion  over  the  10-year 
projected  period  of  1967-68  to  1977-78. 

Methodology : 

Estimates  of  capital  outlay  were  made  on  the  basis  of  reported  book 
viilue  of  plant  at  the  beginning  and  end  of  each  biennial  reporting  year 
and  converted  to  1967-68  dollars.  An  amount  equal  to  1 percent  of  the 
value  of  plant  for  each  year  was  added  as  a conservative  estimate  of 
replacement  and  rehabilitation. 

Projected  capital  outlay  was  based  primarily  on  actual  or  expected 
increases  in  enrollment  plus  estimated  expenditures  for  replacement 
and  rehabilitation.  This  is  not  as  straightforward  a concept  as  it  may 
seem.  The  historical  data  showed  clearly  that  capital  outlay  cannot  be 
related  to  increased  enrollment  on  an  annual  basis.  The  shortest  reason- 
ably reliable  period  of  time  proved  to  be  5 yeai*s.  An  annual  figaiie  can 
be  interpolated  by  utilizing  a moving  average  of  enrollment  increr^es. 
We  would  emphasize,  then,  that  the  annual  capital  outlay  projections 
should  be  regarded  as  interpolations. 

The  average  amount  of  capital  outlay  per  additional  full-time 
equivalent  student  during  the  base  years  (1957-58  to  19G7-68)  was 
$7,545  for  public  and  $14,431  for  nonpublic  institutions.  These  figures 
were  multiplied  by  the  enrollment  increases  that  had  been  projected 
to  1977-78.  These  projected  amoimts  were  increased  by  1 percent  of  the 
closing  value  of  plant  each  year  in  order  to  reflect  replacement  and 
rehabilitation.  (See  table  35.) 
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Taule  35 — Capital  outlay  by  institutions  of  higher  education:  United  States^ 
1967-68,  1967-68,  and  1977-78 


Item 


1%7-5S  1967-68  1977-78 

estimated  estimated  projected 


Total  ‘ 

Public 

Nonpublic. 

Total  3 

Public 

Non  public. 


$1.6  $3.5  $2.6 


1.0  2.4  1.9 

.6  1. 1 .6 


1.2  3.6  3.3 


.8  2. 4 2. 5 

.4  1.1  .8 


‘ In  billions  of  1967-08  dollars. 

2 In  billirns  of  current  dollars. 

Projecting  Total  Exi^enditores  op  Higher  Educational 
Institutions 

The  past  and  projected  expenditures  of  higher  educational  institu- 
tions in  the  United  States,  according  to  the  preceding  methodology, 
are  shown  in  table  36. 


Table  36. — Total  expenditures  by  institutions  of  higher  education,  by  instructional 
level  and  institutional  control:  United  States,  1967—68,  1967—68,  and  1977—78 


Type  of  control  and  type  of  expenditure— 
Higher  education 

1957-58 

actual 

1967-68 

estimated 

1977-78 

projected 

Amounts  in  billions  of  1967-68  dollars. 

Total 

$6. 7 

$18.8 

$30.3 

Public - 

3. 9 

11.2 

18.4 

Nonpublic 

2. 8 

7.6 

11.9 

Current  expenditures,  including  interest: 

Total 

6. 1 

15.3 

27.8 

Public - 

Nonpublic 

2. 9 

2. 2 

8.8 

6.5 

16.6 

11.3 

Capital  outlay: 

Total 

1.6 

3.5 

2.5 

Public ----  - - ----------------- 

1.0 

2.4 

1.9 

Nonpiiblic 

.6 

1.1 

.6 

AmoTints  in  billions  of  current  dollars: 

Total 

5. 3 

18.8 

36.7 

Public  

3. 1 

11.2 

22.3 

Nonpublic 

2. 2 

7.6 

14.4 

Current  expenditures,  including  interest: 

Total 

4. 2 

15.3 

33.4 

Public - - - 

2.4 

8.8 

19.8 

Nonpubllc 

1.8 

6.6 

13.6 

Capital  outlay: 

Total 

1.1 

3.6 

3.3 

Public - - - 

.7 

2.4 

2.5 

Nonpublic 

.4 

1.1 

.8 
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APPENDIX 


Table  A. — 

School~agc  j}ojmlation — 

■United  States  ^ 

Ages  ns  of  Oct.  1 (in  thousands) 

■17 

18 

81  to  21 

Tear  (fall) 
(1) 

Mon 

(2) 

Women 

(3) 

Men 

(4) 

Women 

(5) 

Men 

(6) 

Women 

(7) 

Estimated: 

1957 

1, 172 

1,154 

1,152 

1,130 

4,409 

4,381 

19.58 

1,240 

1,21S 

1,180 

1, 158 

4,508 

4,471 

1959 

1,322 

1,251 

1,224 

4,008 

4,(512 

1900 

1,428 

1,300 

1,329 

4,897 

4,827 

1901 

1,308 

1, 404 

1,433 

5, 234 

5,145 

1902 

1,370 

1,404 

1,372 

5,480 

5, 377 

1903 

1.484 

1,409 

1,374 

5,052 

5, 543 

1904 

1,812 

1,520 

1,488 

5,817 

5,  702 

1905 

1,790 

1,732 

1,871 

1.815 

0,  221 

0,078 

1900 

1, 780 

1,732 

1,793 

1,737 

0,012 

(5,447 

190V._ 

1.734 

1.789 

1.730 

0. 993 

0. 810 

Projccind: 

1908 

1, 843 

1,785 

1,794 

1,739 

7,259 

7,002 

1909 

1,898 

1,838 

1,845 

1,900 

1,  790 

7,234 

7,036 

1970 

1,903 

1,842 

7,341 

7, 140 

1971 

1,945 

1,901 

1,908 

7,513 

7,314 

1972 

2, 048 

1,983 

2,004 

1,949 

7,722 

7,524 

1973 

2,008 

2,050 

1,988 

7,927 

7,720 

1974 

2,062 

2,072 

2.013 

8,098 

7,  890 

1975 

2,002 

2,110 

2,057 

8, 252 

8,041 

1970 

2,071 

2, 120 

2,060 

8, 375 

S,  158 

1977 

2,085 

2,132 

2,075 

8.457 

8,245 

» Office  of  Education  estimates  are  based  on  published  and  unpublished  Bureau  of  the  Census  population 
data  by  age  as  of  July  1.  Population  data  used  are  consistent  with  series  C projcetlon  data  In  U.S.  Depart- 
ment of  Cotnmerco,  Bureau  of  the  Census  ^'Current  Population  Reports;  Population  Estimates,  Summary 
of  Demographic  Projections,"  series  P-25,  No.  388,  Mar.  14,  1908. 


Academic  Labor  Market  Projections  and  the  Draft 

Allan  M.  Cartier  and  Robert  L.  Farrell* 


PRECIS 

As  recently  as  five  years  cajo  educators,  Federal  agencies,  and  othci 
knowledgeable  observers  looked  forward  with  gresit  trejnciation  to  a 
forecasted  deterioration  of  cduoational  quality  in  the  nation  s colleges 
and  universities.  A desperate  shoi'tage  of  cidequately  tanned  teiicneis 
was  anticipated  as  far  ahead  as  one  could  see.  A TJ.S.  Commissioner 
of  Education  viewed  the  nation  as  standing  “viitualW  paralyzed  be- 
fore a national  problem  of  . . . fundamental  significance.  A uni- 
versity president  predicted  that  teacher  scarcity  would  become  \a 
major  national  scandal”  by  1970.  A veteran  dean  demanded  heioic 
efforts”  to  forestall  ‘^a  disastrous  shoiiiage.”  From  the  perspective  ot 
1955, 1960,  or  1965  the  common  view  was  that  the  situation  was  progres- 
sively worsening.  ^ ...  p i * i i 

Today  it  is  apparent  that  the  nation's  institutions  or  lusher  learn- 
ing have  never  had  st.ronger  facilities,  and  the  situation  has  in  fact 
constantly  improved  since  the  mid-1950's.  Part  of  the  error  in  our 
past  judgements  was  due  to  the  effective  manner  in  which  the  r ederal 
government  has  suppoited  the  expansion  of  graduate  education,  most 
paiticularly  in  the  sciences.  A much  larger  part  of  the  eri*or,  how- 
ever, was  due  to  the  imiierfect  data  available  conceiiiing  higher  edu- 
cation and  the  inadequate  models  used  to  predict  future  manpower 

requirements.  ^ i . -m 

n^e  can  look  forward  to  the  1970's  with  confidence  that  there  v ill  be 
an  adequate  supply  of  available  manpower  to  meet  most  critical  needs 
in  teaching,  research  and  other  specialized  employ  in  eiit  fields.  Whereas 
for  the  last  decade  we  have  needed  to  channel  about  half  of  all  persons 
receiving  the  doctorate  into  college  teaching  to  maintain  the 
of  our  staffs,  in  the  1970’s  less  than  a third  will  be  requii*ed,  and  fifteen 
years  from  now  it  may  require  only  one  in  five. 

The  impact  of  the  draft  upon  the  future  supply  of  scholarly  man- 
power is  likely  to  be  relatively  minor  in  relation  to  then  cuiTent  needs. 
A diver^on  of  the  magnitude  now  expected  under  Selective  Service 
regulations  would  have  had  a disastrous  impact  had  it  occurred  in  the 
1960-68  period;  current  draft  calls,  which  will  have  their  primary  im- 
pact on  doctorates  awarded  in  1971—75,  can  be  absorbed  without  creat- 
ing critical  shortages  at  a time  when  the  demand  for  new  college 
teachers  will  have  levelled  off. 


♦Tlie  anthors  are  respectively,  Chancellor  and  Executive  Vice  President,  New 
York  University,  and  Planning  Officer,  Office  of  Programming  and  Budget,  Smith- 
sonian Institution. 
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Kcwleral  suj)|k>i1  will  he  mjuinul  lcs,s  in  (he  future  to  stimulate! 
students  to  uttend  graduate  whool;  hut  even  tnoro  svipport  wilMw 
nee<l(Hl  to  lieln  meet  the  high  and  rising  costs  of  gnuluate  education 
l)orno  by  a I'eiatively  small  it  nl)er  of  institutions.  Ten  years  ago  (lie 
critical  need  in  gradiiato  e<lt  iLion  w:us  for  fellowship  and  i*esi*arch 
.support;  today,  and  in  tlic  uccade  uheuid,  the  great  need  is  for  an 
emu  table  sharing  amonp  public  and  private  ageucias  of  the  high  costs 
or  educating  tlie  nation's  specialized  manpower. 


O 
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A KEVIhW  OF  THE  RECENT  PAST 

The  view  tliat  a dire  cahunity  faced  liiglier  education  in  llie  im- 
mediate future  >vas  a common  one  until  just  a few  years  ago.  Fetleral 
agencies  and  educational  spokesmen,  for  more  than  a decade,  testified 
to  this  end  before  Congressional  Committees.  The  Pi*esidcnt’s  Com- 
mittee on  Education  Beyond  the  High  School,  ropoiting  in  1957,  ex- 
pected 4 or  5 tcaclier  openings  for  every  Pli.  D.  available  “between 
now  and  1970.”  The  Commission  on  National  Goals  in  19G1  foresaw 
an  equally  dim  future.  The  O.E.C.D.,  in  its  re\dew  of  Ameiican  edu- 
cation and  manpower  resources,  cliastisod  this  country  for  an  irrespon- 
sibly low  level  of  effort  in  training  young  men  and  women  at  the  doc- 
toral level.  The  Ford  Foundation,  in  two  repoi'ts  in  the  1950’s,  sup- 

?orted  by  the  leading  graduate  deans  in  the  country,  predicted  a 
riglitenihg  gap  between  national  needs  and  tlio  supply  of  new  doc- 
torates. 

The  pessimistic  (and,  as  it  lias  turned  out,  very  misleading)  view 
of  the  college  teacliing  scene  prev’alent  in  the  1954-64  period  was 
largely  attributable  to  the  biennial  surveys  of  teacher  supply  and  de- 
mand conducted  by  the  N.E.A.  wliile  tlioir  collection  of  information 
was  commendable,  quite  erroneous  conclusions  were  drawn  from  the 
data.  In  their  last  report  in  1963,  tliey  concluded  that  institutions  of 
higher  ediicntion  were  “unable  to  compete  the  open  market  for  the 
new  talent  being  produced,”  and  tliat  national  “complacence — almost 
outriglit  indifference — is  much  in  evidence”  so  that  “colleges  and  uni- 
versities find  themselves  more  embarrassed  day  by  day.”  ^ 

The  N.E.A.  had  constructed  a rough  projections  model  in  1959  that, 

3uite  understandably  in  light  of  the  assumptions  built  into  it,  pre- 
icted  an  increasing  shortage  of  college  teachers  with  each  passing 
year.  Tliis  model  was  later  used  by  the  Office  of  Education,  and  led 
them  to  the  unwarranted  conclusion  that  the  nation  would  have  a cu- 
mulative deficit  of  some  125,000  Ph.D.’s  by  1974. 

In  reviewing  the  past  decade,  however,  one  should  be  less  critical 
of  the  construction  of  models  for  projection,  even  faulty  ones,  than 
of  the  fact  that  those  who  constructed  the  models  never  tested  them  by 
appl3ung  them  to  the  known  recent  past. 

Tlio  present  aiitliors  attempted  that  in  1964,  and  thus  opened  up  a 
controversial  debate  for  the  next  several  years.  Our  eanier  oJToils 
to  improve  the  projections  model,  now  viewed  with  the  advantage 
of  five  years  hindsight,  have  been  piwed  relatively  accurete.  A rea- 

* Rny  C.  Mnul.  Teacher  Supply  ami  Dcmaml  in  Vnivereitiea,  Oclleye»/dnd  Juufor  (Iblieffea, 
1001-02  nnd  1002-03,  N.E.A.  UoHwirch  Uoporl  1003  ntO  (WafihlUBt««  : NntUmrtl  Education 
As.socintlon.  1003). 
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sonably  good  ulieuk  ngiiinst  the  predictions  of  such  a laodel  is  pro- 
vided every  four  years  hy  the  emuproliensiye  data  collected  by  the 
American  Council  on  Education  for  successive  editions  of  American 
UnlverA(U‘.s  and  CoUegen,  We  have  just  coin])leted  an  analysis  of 
tiiis  (lata,  reported  on  below,  which  rccoiifinns  the  modestly  optimistic 
view  provided  by  the  iirojeetions  model. 


TilE  PROJECTIONS  .AIODEL 

The  model  we  have  used  to  project  likely  futiu-e  manpower  needs 
and  i*esoiirces  have  been  inoi’e  fully  described  in  earlier  techniciil  pa- 
pci's.-  Hasically  it  extrapolates  from  the  experience  of  the  I'cccnt  past 
as  to  the  employment  preferences  of  those  receiving  the  doctoral  de- 
gi*ee.  licquiremcnts  for  new  faculty  are  based  on  moitality  and  re- 
tireuient  rates  calculated  from  lOtiO  Census  data,  and  on  projected 
cni'ollmcnt  changes  dii-ectly  alfecting  the  number  of  new  tcachei*s 
that  must  be  added  to  faculties  Ciich  year.  The  flow  of  senior  doctorate 
holders  between  higher  education  and  other  employment  sectoi's  is 
based  on  lecordcd  experience,  gleaned  from  several  N.S.F.  and  O.E. 
studies.  In  the  absence  of  imtirovcd  data  concerning  the  operation  of 
the  academic  labor  market,  the  only  realistic  test  of  such  a projections 
model  is  to  cast  it  against  the  recent  past.  Insofar  as  such  a test  vali- 
dates predictions  of  the  future,  wc  believe  that  we  are  on  reasonably 
safe  ground  in  our  estimates  belo^\•. 

Before  renewing  our  most  recent  projections,  we  would  enter  one 
qualiflcation.  Some  critics  of  our  earlier  papers  have  not  been  inclined 
to  believe  that  the  past  is  a good  predictor  of  the  future.  On  purely 
logical  gi’ounds  we  are  in  agiiiement.  There  is  no  magic  in  the  assump- 
tion that  approximately  hSf  of  aU  now  Ph.D.’s  will  be  available  for 
college  teaching — except  there  has  been  a surprisingly  consistent 

percentage  of  new  Ph.D.’s  who  have  an  fact  entei*ed  college  teaching 
over  the  last  fifteen  yeai*Sj  and  this  proportion  has  yaried  only  one  or 
two  percentage  points.  Similarly,  there  is  no  particular  logic  in  as- 
suming that  the  flow  of  senior  doctorate  holders  into  and  out  of  higher 
education  will  upi)i*oximately  caircel  out  each  year — except  that  this 
fits  the  experience  of  the  recent  past,  and  the  major  source  of  error  in 
all  the  earlier  models  was  precisely  because  their  authors  posited  their 
oNvn  seemingly  reasonable  (but  unfortunately  erroneous)  assumptions. 

We  would  therefore  caution  the  reader  that  wliile  we  have  a high 
degi'ee  of  confidence  in  the  estimates  for  the,  next  five  to  seven  years, 
we  offer  the  projections  beyond  that  period  with  less  certainty.  The 
constancy  of  several  of  the  coefficients  over  the  past  decade  has  partly 
resulted  from  the  fact  that  the  market  was  reasonably  in  balance  and 
relative  salaries  in  teaching  and  other  professions  maintained  their 
parity.  If  our  projections  are  correct,  this  situation  may  not  continue 
for  long.  It  should  also  be  obvious  that  these  coefficients  are  not  inde- 
pendent of  each  other — for  example,  a dire  shortage  in  teaching  would 
simultaneously  tend  to  raise  academic  salaries,  draw  more  new  doc- 


* See  “A  New  Look  at  the  Supply  of  College  Teachore,”  Educational  liccord,  Summer  1905, 
pp.  207-77 ; "The  Supply  and  Demaml  of  College  Teachers,'*  American  Statistical  Asso* 
elation  1965  Social  Statiaiica  ProceedingSf  pp.  7()-80,  reprint  In  the  Journal  of  Unman 
licaonrcca  1:1  (Spring  1900)  ; “Future  Faculty  Needs  and  Resources”  lu  Calvin  Lee  (ed.). 
Improving  CoUego  Teaching  (Washington,  D.C.,  American  Council  on  Education,  1066). 
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tonitos  into  teaching,  draw  senior  doctorates  from  government  and  in- 
dustry, and  postpone  retirements.  If  there  should  be  marked  changes 
in  the  relevant  economic  factors — most  particularly  student  support 
and  teaching  salaries — one  should  expect  cori'esponding  changes  in 
teacher  sui^iny  and  demand  components. 


SUPPLY  DETEKMINANTS 

Projections  of  doctoral  output  have  been  consistently  low  over  the 
yeare.  In  1955  the  Office  of  Education,  the  Ford  Foundation  and  the 
Commission  on  Human  Ecsources  each  projected  ahead  fifteen  years; 
actual  degrees  awarded  today  are  about  125%  higher  than  their  pre- 
dictions. Federal  agencies  and  private  groups  have  both  proven  to  be 
poor  and  consistently  conservative  prognosticators. 

The  authors  do  not  claim  any  special  talent  for  gazing  into  the 
future  concerning  Ph.D.  output.  Our  original  projections,  wliich  some 
critics  thought  were  02)timistic  four  years  ago,  have  also  proven  to 
be  too  low.  The  series  we  developed  m 1965  was  based  not  only  on 
recorded  experience  of  the  earlier  decade  but  also  on  trends  in  bac- 
cahuu*eate  degrees,  the  changing  pattern  of  entrance  to  graduate 
study,  and  the  student’s  changes  for  eventual  success  in  obtaining  the 
Ph.I>.  We  have  now  updated  our  projections,  which  appear,  along 
with  the  most  recent  Office  of  Education  series,  in  Table  I.  We  have 
a reasonable  degree  of  confidence  in  our  series  for  the  next  six  to  eight 
years.  Beyond  1977  or  so,  the  influence  of  a number  of  factors  cur* 
rently  at  work  makes  prediction  increasingly  hazardous.  For  exam- 
ple, if  tlie  faculty  demand  situation  eases  in  the  mid  to  late  seventies, 
as  we  predict,  this  may  set  in  motion  otlier  pressures  which  might 
dampen  the  rising  trend  in  doctoral  output  portrayed  for  the  eighties. 

A second  factor  affecting  supj^ly  is  how  tlie  newly  trained  Ph.D. 
views  the  attractions  of  a career  in  college  teaching.  One  of  the  more 
reliable  series  of  data  contained  in  the  National  Education  Associa- 
tion’s publication  dealing  with  faculty  supply  indicates  that  there 
has  been  surprising  stability  in  the  proportion  of  new  Ph.D.  grad- 
uates entering  or  continuing  in  college  teaching.  The  Associatioirs  bi- 
ennial surveys  show  that  this  proportion  has  fluctuated  between  forty- 
five  and  fifty  percent  since  about  1955.  In  the  model  constincted 
here,  it  is  assumed  that  approximately  fifty  percent  of  new  Ph.D.’s 
will  continue  to  make  themselves  available  for  the  teaching  needs  of 
colleges  and  universities. 


DEMAND  DETEKMINANTS 

The  model  contains  two  assumptions  concerning  factors  affecting 
the  future  demand  for  quality  faculty.  The  first  deals  with  the  re- 
placement of  faculty  necessary  to  offset  deaths,  retirements,  and  any 
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possible  net  transfer  out  of  academic  employment  which  may  occur. 
The  second  is  concerned  with  the  ratio  of  students  to  teaching  staff. 

There  is  still  some  dispute  concerning  the  net  How  of  people  into 
or  out  of  college  teacliing.  In  the  model  we  assume  that  a replace- 
ment rate  of  two  percent  per  year  is  sufficient  to  take  care  of  deaths, 
letirements,  and  x>erhaps  a small  net  loss  of  pwple  ydth  doctorates 
to  nonacademic  employment  sectors.  Our  earlier  investigations  showed 
that  during  the  decaae  1954:— 64  the  combined  death  and  retirement 
rate  was  approximately  1.81  percent  per  year.^  With  the  rapid  ex- 
pansion of  higher  education  Uie  average  age  of  professors  would  bo 
expected  to  decrease,  thus,  if  anything,  slightly  decreasing  this  re- 
placement rate. 


Tahlk  I. — Doctorates  awarded  and  projected  to  1986 


Projections 

Year 

Actual 

OE  (1967) 

OE  (1969) 

Cartter- 

Farrell 

8.942  .. 

t U.360  



9,829  .. 

V.)G0-6\ 

1961-62 

1U02-63 

10.576  __ 
11.622  .. 
12,822  .. 



1963- 64 

1964- 65 

1965- 66  

14,490  -- 
16,467  -- 
18,237 

17,500  . 

16,800 

20,600 

22,600 

24,500 

26,400 

28,200 

1966-67  

20,621 

18, 800 

1967-68  - 

21,000 

22, 200 

1968-69_... 

23,600 

25, 100 

24,800 

26, 500 

24, 900 

27, 000 

1971-72. . 

26,800 

29,200 

31,100 

32,700 

34,800 

1972-73 

32,000 

34,900 

35, 500 

38, 900 

1974-75  

35,800 

39, 300 

36, 900 

30,900 

40,  COO 

39, 100 

1976-77  

38,700 

42,000 

41,600 

43, 900 

44,800 
47,200 
49, 100 
50, 900 
52,700 
54,600 

56.200 
57, 70o 

59.200 

i 


In  a survey  of  National  Eegister  data  in  19G5j  N.S.F.  investigators 
showed  that  there  actually  might  have  been  a si  urn  i net  inflow  to  the 
higher  educational  sector  of  senior  science  doctorate  holders  from  non- 
academic  employment.^  Since  faculty  salaries  and  the  status  oi  the 
profession  have  continued  to  improve  relative  to  most  other  occupa- 
tions, there  is  reason  to  suspect  that  the  system  may  be  experiencing 
continuing  modest  net  gains.  Our  choice  of  a 2 percent  replacement 


3|Thls  Ifi  the  avcraire  rate,  ffhe  rate  varied  from  a low  of  / percent  In  biochemistry  to 
4.4  per^nt  In  thrclal^  of  the  age  distribution  of  faculty  in  various  disciplines. 

B^trKolcon,^I<evlnet^^‘I>octorate  Feedback  into  Higher  Education,”  Science,  May  14, 
1905,  pp.  918-28. 


O : 

ERJCI 


3G3 


362 


rate,  therefore,  is  a conservative  assumption,  probably  (JV(;rstatiii^'  the 
annual  demand  for  doctorate-holding  faculty  by  about  500-750  an- 
nually. The  most  recent  National  Science  Foundation  survey  of  science 
faculty  also  used  a 2 percent  replacement  rate.®  If  our  predicted  aca- 
demic market  situation  materializes  in  the  late  1970’s,  then  teaching 
salaries  might  lose  ground  relative  to  nonacademic  salaries,  thus  re- 
versing the  flow  of  senior  scholars  and  perhaps  raising  the  actual  re- 
placement rate  above  the  2 percent  level. 

The  other  major  factor  affecting  the  demand  for  ne\v  faculty  is  the 
expansion  in  college  enrollments.  How  many  new  faculty  arc  required 
to  meet  this  expansion  is  determined  by  the  prevailing  student/teachcr 
ratio.  The  average  ratio  for  the  higher  education  sector  has  risen  from 
about  13.0 : 1 ten  years  ago  to  15.6 : 1 today.  This  upward  drift  has  oc- 
curred because  the  incremental  ratio  has  remained  fairly  constant  at 
nearly  20 : 1.  Some  observers  have  questioned  whether  this  trend  may 
not  represent  a deterioration  of  educational  quality,  implying  as  it 
does  larger  Class  sizes. 

We  have  constructed  our  model  assuming  a continuance  of  the  incre- 
mental ratio  at  nearly  20 : 1.®  A careful  review  of  experience  since 
World  War  II  indicates  that  the  rising  average  student/staff  ratio  has 
not  occurred  because  of  deterioration  at  specific  colleges,  or  even  broad 
categories  of  institutions.  Eather  the  entire  “mix”  oi  higher  education 
has  steadily  changed.  Junior  colleges  commonly  have  student/staff 
ratios  of  25 : 1 or  more,  and  four  year  state  colleges  average  close  to 
20: 1.  Thus  as  these  two  types  of  institutions  expand  relative  to  the 
private  liberal  arts  colleges  and  universities,  it  is  natural  that  the  over- 
all average  will  rise.  We  view  this  as  an  expected,  and  healthy,  indica- 
tion that  higher  education  is  effectively  performing  its  differentiated 
functions. 

In  an  effort  to  portray  what  might  happen  to  the  quality  of  teach- 
ing faculty  in  all  institutions  over  the  next  decade  or  so  under  the 
above  assumptions,  we  have  constructed  two  alternative  paths  of  de- 
velopment in  Table  II.  The  first,  which  we  label  as  the  “maintenance  of 
quality”  modeh  illustrates  the  required  number  of  new  faculty  with 
the  doctorate  if  the  objective  is  to  maintain  the  present  percentage  of 
doctorates  on  teaching  faculties.  This  proportion  currently  approxi- 
mates 44  percent.  (At  the  present  time  slightly  over  50  percent  of  the 
faculty  in  4-year  colleges  and  universities  and  about  18  percent  of  the 
faculty  in  2-yeo.r  colleges  are  assumed  to  have  the  doctorate.^)  The 
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second  path  assumes  that  the  academic  community  will  not  be  content 
with  present  quality  levels,  and  illustrate  what  would  occur  if  the 
proportion  of  staff  holding  the  doctorate  increased  by  one  percentage 
point  per  year.  This  provides  two  guidelines  against  which  to  measure 
the  present  and  future  availability  of  doctorat^es  for  college  teaching. 


THE  COMPOSITE  SUPPLY  AND  DEMAND  PICTURE 

Combining  the  estimates  of  doctorates  available  for  teaching  and 
new  teachers  required  for  the  maintenance  of  quality  of  faculty  pro- 
vides a view  of  potential  market  imbalances.  Figure  I and  Table  III 
provide  an  overview  for  the  period  from  1957  to  the  present,  and 
projected  to  1985.  It  is  clear  that  in  the  immediate  past  the  market  has 
been  relatively  in  balance  considering  the  maintenance  of  quality  needs. 
Beginning  about  1970,  however,  the  number  of  available  doctorates 
should  begin  to  considerably  exceed  the  annual  requirements  for  college 
teaching. 


Table  II. — Actual  and  projected  need  for  new  doctorates  in  college^  and  universUtj 

teaching 

[In  thoust^nds] 


Enroll- 

ment 

incre- 

ments 

(2-yoar 

average) 

New  faculty  with 
doctorate 

Year 

F.t.o. 

degree 

credit 

enroll- 

ment 

Number 
of  full- 
time 
faculty 

Full- 

time 

faculty 

incre- 

ments 

Faculty 

roplaco- 

monts 

Total 

now 

faculty 

required 

(A) 
Mainte- 
nance of 
quality 
model 

CB) 
Improv- 
ing 
quality 
model . 

Actual: 

1957-68 

2,465 

153  . 

1958-69 

2,624 

120 

160 

7.0 

3.2 

10.2 

4,4 

5.9 

1959-(50 

2,739 

137 

162  . 

2,0 

3.2 

6.2 

2,3 

3.9 

1960-fiL 

2,913 

145 

160 

7.0 

3.4 

10.4 

4.6 

6.3 

1001-62 

3, 173 

117 

177 

8.0 

3.5 

11.5 

6.1 

6.8 

1962-63 

3,411 

3,639 

240 

190 

13.0 

3.8 

16.0 

7.4 

9.2 

1903-64 

233 

2o2 

12.0 

4.0 

16.0 

7.0 

9.1 

1964-05 

4,030 

310 

220 

18.0 

4.4 

22.4 

9.9 

12.0 

1905-66 

4, 664 
4,936 

463 

243 

13.0 

4.0 

17.9 

7.9 

10.3 

1986-67. 

463 

255 

12.0 

5.1 

17.1 

7.4 

9.9 

1907-68 

Projected: 

1968-69 

6,380 

408 

271 

16.3 

6.4 

21.7 

9.6 

12.2 

6,821 

443 

289 

17.7 

6.8 

23.6 

10.3 

13.2 

1909-70 

6,954 

287 

301 

11.6 

0.0 

17.6 

7.7 

10.7 

1970-71 

6,209 

194 

308 

7.8 

6.2 

U.O 

6.2 

9.3 

1971-72 

6,468 

252 

318 

10.1 

0.4 

16.6 

7.3 

10.6 

1972-73 

0,776 

284 

330 

11.1 

0.0 

17.7 

7.8 

11.1 

1973-74 

7,106 

324 

343 

13.0 

0.0 

19.9 

8.8 

12.2 

1974-75 

7,410 

317 

356 

12.7 

7.1 

10.8 

8.7 

12.3 

1976-70 

7,761 

323 

368 

12,9 

7.4 

20.3 

8.9 

12.6 

■ 1976-77 

7,964 

277 

380 

11.1 

7.6 

18.7 

8.2 

12.0 

1977-78 

8,200 

■ 250 

300 

10.0 

7.8 

17.8 

7.8 

11.7 

1978-79 

8,416 

8,645 

261 

400 

10.0 

8.0 

18.0 

7.9 

11.9 

1979-80. 

223 

408 

8.9 

8.2 

17.1 

7.5 

11.6 

1980-81 

8,843 

214 

417 

8.6 

8.3 

16.9 

7.4 

11.6 

1981-82 

8,986 

170 

424 

0.8 

8.6 

16.3 

6.7 

10.9 

1982-83 

9,162 

166 

430 

0.2 

8.6 

14.8 

6.6 

10.8 

1983-84 

9,207 

9,444 

141 

430 

6.0 

8.7 

14.3 

6.3 

10.7 

1984-86. 

146 

441 

6.8 

8.8 

14.6 

6.4 

10.8 

1986-80 

9,690 

212 

460 

8.6 

9.0 

17.6 

7.7 

12.3 

32-CC3— GO 24 
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Figv.rc  I — New  Doctorates  Available  and  Required: 
Constant  Quality  and  Rising  Quality  Models, 
1957-58  through  1985-86 


The  “improvement  of  quality”  curve  in  Figure  I illustrates  annual 
needs  if  the  overall  quality  were  to  be  improved  each  year  by  an  addi- 
tional percentage  point  of  faculty  with  the  doctorate.  Evidence  of  the 
1953-04  period  indicates  this  as  a reasonable  goal  to  aspire  to  in  times 
of  supply  availability.  From  1970  onward,  however,  available  doctor- 
ates promise  to  far  outstrip  even  this  rising  quality  demand  for  faculty. 
It  should  be  pointed  out  that  this  improvement  model  is  close  to  the 
maximum  potential  yearly  market  for  doctorates  in  teaching  unless 
there  should  be  a marked  downward  shift  in  the  student/staff  ratio. 
The  improvement  of  quality  model  would  require  that  nearly  two- 
thirds  of  new  teachei*s  each  year  alicady  possess  the  doctorate/ Even 
the  most  pi*estigious  universities  seldom  surpass  this  level  todav»  for 


366 


365 

Table  III. — Actual  and  projected  doctoral  supply  and  demand 


New 

New  doctorates 
required  for— 

Year 

available  for  Maintenance  Improvement 
teaching  of  quality  of  quality 

Actual: 

1 Mjyi-SQ  

4.680 

4, 400 

5,900 

1959-60,- 

2, 300 

3,900 

6,300 

6,800 

1960-61 - — 

4,600 

1961-62 - 

5,100 

6.411 

7,400 

0,200 

_ _ 

1963-64  

7,245 

7, 000 

9, 100 

1 (HU-ftS  

9,900 

12, 000 

1965-66 - 

7,900 

10,300 

9,900 

1 ‘iRfi-a?  _ 

7,400 

1967-68 

9, 500 

12, 200 

Projected: 

1968-69 

12,250 

10,300 

13, 200 
10, 700 

7, 700 

1^70-71 

14.100 

6, 200 

9, 300 

1971-72 

15, 550 

7, 300 

10, 500 
11, 100 
12,200 

1972-73.— 

7, 800 

] Q73-74  

8,800 

1974-75  

8,700 

12,300 

1975-76 

8,900 

12, 600 
12,000 

l^>76-77  

8,200 

j«j77_78  

7, 800 

11, 700 
11,900 

1978-79 - 

7,  900 

V176-80  

7,500 

11,600 

1980-81 -■ 

7, 400 

11, 600 

1981-82——. 

0, 700 

10, 900 
10,800 

1982-83 

6,  500 



6, 300 

10, 700 
10,800 
12, 200 

1984-85  - 

6, 400 

1985-86 

7, 700 

many  new  staff  members  are  hired  fresh  from  "radii ate  school  prior 
to  the  receipt  of  their  degree,  and  in  many  fields  (e.g.  drama,  law, 
music)  the  doctorate  is  not  the  expected  highest  degi’ee. 

Another  way  of  viewing  the  potential  supply  and  demand  of  new 
faculty  which  eliminates  the  need  for  assuming  that  some  fixed  per- 
centage of  new  doctorate  holders  are  “available”  for  teaching  each 
year,  is  shown  in  Table  IV. 

Since,  over  the  last  fifteen  years  approximately  50  percent  of  new 
doctorates  have  entered  teaching,  we  can  interpi’et  the  figures  m Table 
IV  to  mean  that  wherever  the  recorded  percentage  is  fifty  or  less,  the 
required  number  of  new  teachers  is  likely  to  be  obtained.  In  some  re- 
cent years — for  example  1961  and  196B--over  60  percent  of  all  new 
doctorates  would  have  had  to  enter  teaching  merely  to  maintain  the 
previously  existing  quality  of  staff.  This  percentage,  judging  by  the 
experience  of  the  last  decade,  was  unobtainable,  and  accordingly  we 
can  assume  that  there  was  some  modest  deterioration  in  quality  of  fac- 
ulty in  those  years.  By  contrast,  in  the  current  year  (1969)  it  shoald 
be  possible  to  improve  quality  substantially  without  using  more  than 
50  percent  of  the  available  supply  of  new  Ph.D.’s.  In  1970,  for  the 
first  time  in  many  years,  it  is  likely  that  the  upper  limit  will  be  reached 
with  less  than  40  percent  of  Ph.D.’s  enterrig  teaching. 
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Table  IV. — New  teachers  with  the  doctorate  required  annually,  as  a percentage  of 
annual  doctorates  awarded — 3 models 


I II  III 

Upper  Hrait 
Improve-  with  fixed 
Maintenance  raent  of  student/stafl 
of  quality  quality  ratios  i 

Yeai*  (fall  term)  (percent)  (percent)  (percent) 


1957-. 

1968.. . 

1959.. . 

1960.. . 

1981.. . 

1962.. .. 

1903.. . 

1964.. . 

1965.. .. 

1960.. .. 
1987. 

1968.. .. 

1909.. .. 

1970.. .. 

1971.. .. 


1974.. . 

1975.. .. 
1970-.., 

1977.. . 

1978.. .. 

1979.. .. 
1980.  _, 

1981.. . 

1982.. .. 

1983.. .. 

1984.. .. 

1985.. .. 


49 

66 

80 

24 

41 

48 

40 

62 

72 

47 

63 

76 

63 

78 

100 

65 

70 

87 

07 

81 

lOG 

47 

CO 

74 

41 

54 

65 

30 

49 

58 

42 

54 

67 

42 

54 

67 

29 

41 

47 

22 

33 

35 

23 

34 

37 

24 

34 

38 

25 

35 

40 

24 

33 

38 

23 

32 

36 

20 

29 

31 

17 

26 

28 

17 

25 

27 

15 

24 

24 

15 

23 

23 

10 

18 

20 

12 

20 

19 

11 

19 

18 

n 

19 

18 

13 

21 

21 

1 The  upper  limit  Is  assumed  to  bo  70  percent  of  new  teachers  liired  annually.  Above  that  level  new  doctor 
ates  con  only  bo  hired  by  displacing  senior  faculty.  If,  however,  the  studont/staff  ratio  sliould  bo  reduced 
the  upper  limit  would  rise.  It  should  bo  noted,  however,  that  any  reduction  In  the  studont/staff  ratio  raises 
the  direct  Instructional  cost  per  student. 

It  is  possible  that  it  will  take  another  year  or  two  before  the  impact 
of  this  shift  in  the  balance  of  supply  and  demand  will  be  fully  felt, 
particularly  in  light  of  the  extraordinary  efforts  of  the  immediate 
period  to  bring  into  higher  education  many  thousands  of  youth  from 
disadvantaged  backgi’ounds  who,  had  the  pattern  of  the  last  decade 
continued,  would  not  ordinarily  have  sought  a college  education. 

The  special  effort  to  enroll  disadvantaged  students  will  have  a major 
effect  on  the  demand  for  teachers  in  a few  narrowly  specialized  fields — 
e,g.  African  history,  “black”  literature — but  the  overall  effect  on  the 
academic  labor  market  does  not  promise  to  be  substantial. ' In  1969 
there  will  be  probably  less  than  200,000  non-white  high  school  grad- 
uates in  the  nation,  of  whom  ordinarily  about  60,000  to  70,000  would 
have  gone  on  to  college.  Even  if  the  fraction  of  non-white  high  school 
graduates  entering  college  were  to  immediately  jump  up  to  the  level 
of  whites  continumg  their  education,  this  would  add  only  about  50,000 
to  60,000  students  to  college  enrollment  annually.  This  would  repre- 
sent an  additional  deman (f  of  about  1,000  teachers  with  the  doctorate 
each  year,  a number  easily  supplied  from  the  pool  of  available  doc- 
torates in  future  years. 

Most  of  the  errors  of  the  past  in  estimating  future  supply  and  de- 
mand conditions  arose  because  there  were  no  reliable  periodic  checks 
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of  the  actual  composition  of  teaching  faculties.  The  only  fairly  com- 
plete  snrvej^s  were  onetime  efforts  undertaken  by  the  N.E.A.  in  1953 
and  by  the  Office  of  Education  in  1963.  Table  V siunmarizes  these 
findings  with  respect  to  full-time  faculty  only. 

Table  V. — Percentage  of  full-time  instructional  staff  with  doctoral  degrees,  1963-64 

and  1962—63 


Cntegory  of  institution 


1953-54  1962-63 

(NBA)  (OE) 


Public  universities.. 
Private  universities. 

Public  colleges 

Private  colleges 

All  institutions..... 


44.0 

58.4 

61.9 

59.6 

30.7 

42.6 

35.2 

42.7 

40.6 

60.6 

Sources:  1953-54;  Ttacher  Suvph  Demand  in  Degree  Qraniing  JnstUuiions,  195^-55f  NEA  Research 
Bulletin  (Washington:  National  Eoucation  Association,  December  1955),  p.  138.  „ « ^ 

1962-63;  Teaching  Facidtv  in  Universities  and  Colleges,  Spring  19GS  (Washington;  U.S.  Office  of 

Education,  1966),  p.  5. 

The  authors  compiled  another  series  from  data  collected  by  the 
American  Council  on  Education  through  1962-63 , and  we  have  now 
brought  that  up  to  date  with  comparaWe  data  for  1966-67.  Table  VI 
presents  this  material.  This  series  has  both  advantages  and  disadvan- 
tages. Its  primary  strength  is  that  it  provides  four  year  benchmarks 
over  a sixteen  year  periocij  thus  adding  weight  to  the  view  that  the  qual- 
ity of  teacliing  faculty  has  consistently  improved  over  the  years.  On 
the  debit  side  are  two  ractors.  First,  it  is  a measure  including  all  facul- 
ty, full-time  and  part-time.  Thus  the  percentjige  of  doctorate  holders 
is  lower  than  in  the  N.E.A.  and  O.E.  surveys.  The  two  sets  of  data  are 
therefore  not  comparable,  although  they  complement  one  another  by 
showing  the  direction  and  relative  magnitude  of  change.  Second,  and 
perhaps  more  important,  the  A.C.E.  data  shows  changes  for  a stable 
sample  of  institutions.  While  the  size  of  the  sample  is  sufficiently  large 
(about  two-thirds  of  all  senior  institutions),  it  does  not  reflect  the 
changing  mix  of  institutions  within  the  four  subcategories.  We  believe, 
however,  that  even  allowing  for  these  problems,  the  data  in  Table  VI 
corroborates  the  model  we  have  used,  and  lends  further  support  to  the 
projections  for  the  immediate  future. 

Table  VI. — Percentage  of  faculty  with  doctoral  degree,  private  and  public  colleges 

. and  universities 


Colleges: 

1060-61 

1054-65 

1958-59..... 

196^ 

1966-67. 

Universities: 

1050-61 

1964-55 

1968-59 

1002-63 

1966-67 


Private  Public 


29.7 

23.2 

32.6  ’ 

30.1 

33.7 

■ 32.0 

35.4 

33.6 

37.6 

34.7 

37.3 

30.0 

40.0' 

40.7 

40.7 

41.7 

43.8 

44.9 

46.6,  . 

48.4 

369. 
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It  Avoiild  be  a relatively  simple  task  for  tlie  Office  of  Education  to 
collect  such  data  on  an  annual  and  biennial  basis.  On  an  issue  of  ]Dublic 
policy  as  important  as  the  adequacy  of  the  supply  of  teachers,  and  par- 
ticularly Avhen  so  much  controversy  has  resulted  from  the  lack  of  clear 
^•uidelines,  it  is  surprising  that  the  Office  has  not  taken  greater  initia- 
tive in  carrying  out  such  periodic  surveys. 


IMPACT  OF  SELECTIVE  SERVICE 

With  the  change  of  Selective  Service  regulations  in  Febniary,  10G8, 
many  fears  have" been  expressed  about  the  impact  of  the  draft  on  the 
graduate  schools  and  about  the  supply  of  teachers  and  researchers.  Too 
frequently  the  A^ery  real  concerns  have  been  expressed  in  alarmist  terms, 
as  though  the  graduate  and  professional  schools  were  about  to  be 
ein]Dtied  of  students.  This  has  not  yet  happened,  nor  does  it  seem  likely 
to  happen. 

In  the  fall  of  1968  graduate  and  professional  enrollments  were  down 
slightly — more,  it  seems,  out  of  adA^erse  expectations  on  the  ])art  of 
eligible  students  than  because  of  draft  calls  themselves.  The  impact 
was  most  notable  in  those  schools  which  predominantly  enroll  men, 
and  where  students  almost  always  enter,  in  the  September  following 
graduation  from  college.  Schools  of  Law  are  a ]Di*ime  example,  most  of 
AA'hich  experienced  reductions  of  10-20  percent  in  their  first  and  second 
year  classes.  Graduate  schools  of  arts  and  sciences,  A\diich  enroll  a more 
A^aried  class  in  terms  of  age  distribution,  sex  and  marital  status,  have 
more  commonly  experienced  a drop  of  only  5-10  peicent  in  first  and 
second  year  full-time  students. 

Draft  calls  were  relatiA^ely  low  during  the  1968-69  winter,  and  the 
]Aolicy  of  permitting  a student  to  complete  a semester’s  study  if  called 
during  a teimi  has  tended  to  postpone  the  major  impact  on  the  graduate 
schools  until  1969-70.  We  ha\^e  attempted  to  measure  the  ^predictable 
impact  of  the  draft  upon  the  supply  of  future  teachers.  WehaA^e  relied 
lieaAuly  upon  the  of  Draft  Status  of  First  and  Second  Year 

Science  Graduate  Stud&nts  compiled  by  the  Scientific  Manpower  Com- 
mission in  the  fall  of  1968.  Our  model  for  the  jprediction  of  lost  or  de- 
layed Ph.  D.’s  is  also  based  partly  on  Office  of  Education  enrollment 
data.  Table  VII  shows  our  estimates.  Using  this  infonnation  we  have 
copie  to  somewdiat  more  modest  conclusions.  We  do  not  anticipate  a 
.serious  curtailment  of  scientific  research  because  of  manpower  short- 
ages falling  below  the  leA’^els  already  dictated  b}’^  more  stringent 
budgetary  measures*,  nor  do  we  believe  that  the  draft  will  result  in 
critical  sliort,ages  of  college  and  university  faculty  in  the  early  1970’s. 

The  potential  loss,  or  delay,  of  21,200  doctorates  will  be  spread  oA^er  a 
period  of  five  to  seven  years.  To  estimate  the  annual  impact  we  have 
assumed  the  following  typical  time  periods  for  normal  completion  of 
degrees : 

5%  complete  doctorate  in  3 years. 

25%  complete  doctorate  in  4 years. 

35%  complete  doctorate  in  5 years. 

25%  complete  doctorate  in  6 years. 

10%  complete  doctorate  in  7 years. 
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Table  VII. — Predicted  temporary  loss  of  doctorates  due  to  drafts  from  among  1968-09 

graduate  students 


Number  of  Number  of  Number  of  Potent’nl 


full-time  full-time  draft  temporary  loss 

Category  of  student  students  male  students  eligiblei  or  Ph.  D.’s  2 


1st  year 172,000  120,000  40,000  11,500 

2d  year 7S.OOO  55,000  21,000  0,700 

3d  year  and  beyond 51,000  36,000  


Total ■_ 301,000  211,000  67,000  21,200 


1 Estimated  number  of  males  ■with  I-A  and  II-S  status,  based  on  survey  by  Scientiiic  Manpower 
Commission. 

2 Experience  indicates  that  approximately  24  percent  of  1st  year,  and  40  percent  of  2d  year  graduate  stu- 
dents ultimately  complete  the  doctorate. 

Based  on  this  assumed  pattern,  Table  VIII  ^ives  three  alternative 
projections  of  doctorates  for  the  1970-80  decade.  Alternative  I antici- 
pates an  iininediate  (Spring  1969)  end  of  the  draft — or  at  least  of 
draft  calls  of  current  graduate  students.  Alternative  II  as.sunie.s  draft 
calls  remain  high  for  the  period  through  August,  1969,  and  that  all 
currently  eligible  first  and  second  year  students  are  callecl  up.  Alterna- 
tive III  anticipates  continuation  of  draft  calls  until  August  1970  and 
that  all  draft  eligible  entering  graduate  students  are  called  during 
1969-70.  For  alternatives  II  and  III  we  have  assumed  that  two-thirds 
of  tlie  drafted  graduate  students  return  to  graduate  school  after  a t^Yo 
year  loss  of  progress  toward  a degree.  With  the  G.I.  bill  provisions 
we  believe  this  to  be  a conservative  assumption. 

Figure  II  pictures  the  shift  of  doctoral  degrees  over  the  coming 
decade.  If  the  preceding  analysis  is  correct,  the  postponement  of  de- 
grees comes  at  a time  when  this  will  not  represent  a crippling  of  edu- 
cational or  scientific  research  efforts.  The  same  draft  impact,  had  it 
occurred  in  the  1960-68  period,  would  have  been  severely  damaging. 
BSeeause  the  impact  occurs  in  the  early  1970’ s,  it  is  likely  to  be  absorbed 
without  undue  disruption.  This  is  not  to  minimize  the  effect  of  the 
draft  on  individual  careers,  or  the  possible  waste  through  death  or 
injiiiv  to  some  of  the  brightest  members  of  the  younger  genera/tion.  It 
merely  indicates  that  the  market  situation  is  altering  in  such  a fashion 
that  it  can  absorb  this  impact  without  serious  curtailment  of  academic 
endeavors. 


Table  VIII, — Estimated  impact  of  the  draft  on  doctoral  output 


Year 


1968- 69- 

1969- 70- 

1970- 71.. 

1971- 72- 

1972- 73J. 

1973- 74- 

1974- 76- 

1976- 76- 
1070-77- 

1977- 78- 
1078  79- 
1979-80- 


Alternative  I Alternative  II  Alternative  III 


24, 500 


26,400  25,015  25,915 

28,200  26,200  25,200 

31,000  25.050  24,550 

32,700  28,250  25,250 

34.800  35,105  31,200 

36,900  40,010  38,990 

39,100  41,640  43,210 

41,600  42,350  . 44,340 

44.800  45,600 


49,100 
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Figure  II- -New  Doctorates  Available 
Under  Alternative  Draft  Assumptions,  and 
Constant  Quality  Requirements 
1968-69  through  1980-81 


1970-71 

One  qualification  should  be  added  concerning  the  sciences.  The  im- 
pact on  science  doctorates  may  be  somewhat  more  marked  for  several 
reasons : a higher  proportion  of  males,  a higher  than  average  success 
patteni  in  completing  the  dodtorate,  and  a lower  than  average  elap^d 
time  for  earning  the  doctorate.  Offsetting  these  tendencies,  some  senior 
and  junior  science  personnel  will  be  released  from  research  projects 
because  of  the  reduced  level  of  funding.  It  is  also  likely  that,  once  the 
Vietnam  war  is  ended,  a sizeable  number  of  science  and  engineeiang 
persomiel  now  working  in  government  and  defense-related  industry 
will  be  available  for  employment  in  other  sectors,  helping  to  offset  any 
possible  temporary  reduction  in  new  science  doctorates  emerging  from 
the  univei'sities. 

The  heaviest  impact  of  the  draft  on  the  universities,  we  believe,  is  not 
on  future  teaching  and  research  staffs,  but  is  on  the  current  economy 
of  graduate  education.  Private  miiversities  particularly,  suffering  an 
unexpected  5 percent  to  20  percent  reduction  in  tuition  revenues,  are  ex- 
periencing soaring  deficits  in  graduate  studies.  In  the  midst  of  other  in- 
flationary j^ressures,  this  is  a financial  blow  that  few  institutions  can 
easily  absorb.  If  the  draft  continues  for  another  year,  the  most  crip- 
pling effect  may  be  on  the,  delicate  financial  balance  of  graduate  educa- 
tion. Special  federal  support  may  be  needed  to  compensate  for  the 
drastic  income  effect  many  imivei^ities  are  suffering  as  the  result  of 
Federal  Selective  Service  regulations. 
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OLD  OUTLOOKS  AND  NEW  INSIGHTS 

It  is  not  surprising  to  find  the  Congi*ess  somewhat  confused  in  its 
view  of  future  needs  of  highly  educated  manpower  when  the  educa- 
tional community  and  the  responsible  Federal  agencies  themselves 
have  been  puzzled  by  conflicting  evidence.  Until  1965  the  evidence 
seemed  to  be  clear : higher  education  was  fast  approaching  a crisis  be- 
cause of  the  scarcity  of  well-trained  college  teachers. 

In  our  earlier  investigations,  we  kept  arriving  at  conclusions  that 
seemed  completely  inconsistent  with  what  everyone  thought  to  be 
the  facts.  For  many  months  we  rejected  our  analyses,  blaming  the 
unlikely  results  on  what  were  assumed  to  be  inadequate  data  collected 
by  the  American  Council  on  Education.  The  one  nagging  anomaly 
was  that  individual  college  presidents  and  deans,  when  pressed,  ad- 
mitted that  things  were  in  reasonably  good  shape  at  their  own  insti- 
tutions— althou^i  they  all  subscribed  to  the  view  that  the  situation 
was  getting  worse  and  worse  for  colleges  as  a whole.  The  only  knowl- 
edgeable person  who  encouraged  our  efforts  was  Dr.  Bernard  Berelson, 
who,  himself,  had  been  roundly  criticized  because  he  had  not  shared 
the  general  pessimism  in  his  survey  of  graduate  education  completed 
in  1960.“ 

Preliminary  data  from  the  1963  O.E.  survey  was  made  available  in 
the  summer  of  1964  to  a few  researchers.  This  data  precisely  corrobo- 
rated the  earlier  conclusions  we  had  reached.  In  the  fall  of  1964,  at  an 
advisory  committee  meeting  in  Commissioner  Keppel’s  office,  the  senior 
author  tried  out  our  optimistic  and  tentaitive  conclusions  on  an  audi- 
ence of  distinguished  graduate  deans  and  university  presidents  and 
was  greeted  by  amazed  disbelief.  As  an  official  of  the  Office  of  Educa- 
tion remarked,  “Everyone  knows  the  situation  is  rapidly  deteriorat- 
ing ; only  a blind  man  would  doubt  it.” 

Several  months  later  the  authors  published  their  first  paper  on  the 
subject.  We  reviewed  the  experience  of  the  past  decade  and  attempted 
to  see  why  earlier  projections  of  vast  shortages  had  been  so  wrong. 
The  paper  drew  heavily  on  the  1963  Office  of  Education  (COLFAC^ 
study,  and,  as  mentioned  earlier^  was  critical  of  the  interpi’etation  of 
the  National  Education  Association  biennial  surveys. 

A second  paper  was  presented  at  the  1965  American  Statistical  Asso- 
ciation meetings.  In  this,  we  developed  the  projections  model  with 
documentation  drawn  from  the  195^64  period.®  The  model  of  the 
faculty  labor  market,  it  might  be  noted,  was  not  highly  sophisticated. 
But  it  rnade  explicit  the  assumptions  that  were  implicit  to  everyone’s 
earlier  attempts  at  projecting  foture  needs.^ 

The  reaction  to  these  two  papers  was  a curious  mixture  over  the  next 
two  or  three  years.  Most  interested  researchers  who  carefully  reviewed 
the  analysis  were  quick  converts.  Richard  Bolt  of  National  Science 
Foundation,  in  an  independent  study  for  the  sciences,  had  come  to 
similar  conclusions.  Harold  Orlans  at  the  Brooldngs  Institution  and 
David  Robinson  at  the  Office  of  Science  and  Technology  were  among 
the  early  supporters.  The  staff  of  the  Office  of  Education  were  largely 

8 Bernard  BerelBon,  Qradmte  Education  in  the  XJnited  States  (N«w  York:  McGraw-Hill 
Book  CO;^  1960),  jyp.  69-<S0.  ... 

» “The  Supply  and  Demand.**  op.  cit. 
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antagonistic,  despite  the  fact  that  the  best  corroborative  evidence  was 
in  tlie  Office's  files.  For  some  reason,  perhaps  because  the  results  could 
be  interpreted  as  running  counter  to  their  legislative  recommendations, 
the  COLFACS  study  was  delayed  nearly  tliree  years  in  publication. 
Even  when  it  appeared  in  1960,  it  was  presented  in  such  low  key  that 
only  a very  keen  student  of  the  subject  could  detect  that  its  results  were 
revolutionai’y  in  nature.  Most  college  presidents  and  deans  retained  a 
healthy  skepticism,  although  a third  paper  presented  by  the  senior 
author  in  1965  at  the  American  Council  on  Education  annual  meeting 
finally  won  many  of  them  over.^° 

An  independent  study  by  John  Folger,  Director  of  the  Commission 
on  Pin  man  Resources  and  Advanced  Education,  agrees  essentially 
with  our  findiiigs.^^  Folger  notes  the  repetition  of  the  errors  made  in 
the  1950’s,  when  dire  teacher  shortages  predicted  for  the  elementary 
and  secondary  schools  never  materialized. 

Oddly  enough,  despite  the  accumulating  evidence  and  weight  of 
knowledgeable  opinioi^  the  Office  of  Education  still  clings  to  a kind 
of  scarcity  mentality.  The  latest  review  of  the  situation  by  the  Office’s 
Research  and  Analysis  Staff,  made  in  October  1968,  is  ostrich -like  in 
reviewing  the  accumulating  evidence,  and  concludes  stubbornly  that: 
“the  testimony  of  people  in  the  field  is  that  faculty  shoitages  have 
existed,  do  exist,  and  will  continue  to  exist  as  far  into  the  future  as 
prudent  men  can  see.^- 

One  can  only  surmise  that  old  dogmas  are  difficult  to  dispel,  and  that 
no  amount  of  evidence  other  than  men  with  Ph.D.’s  selling  apples  on 
street  corners  is  going  to  convince  some  pecyle  that  market  situations 
are  dramatically  changing  around  them.  Vte  claim  no  omniscience  in 
judging  the  imponderables  of  the  future,  but  we  do  believe  it  is  a poor 
service  on  the  public  to  be  so  determinedly  blind.  The  compelling  argu- 
ments for  continued  Federal  support  of  graduate  education  are  not 
supposed  dire  shortages,  but  the  inequitable  cost  burden  now  shoul- 
dered by  a small  number  of  institutions,  j^ublic  and  private,  who  per- 
form this  vital  national  service.  Those  of  us  in  higher  education  are 
ill-served  by  alarmists  whose  predictions  no  longer  fit  the  facts,  for 
we  would  not  have  the  Congress  several  yeais  hence  charging  us  with 
having  misled  the  public  (even  with  good  intentions). 

The  National  Science  Foundation  published  its  projections  of  sci- 
ence and  engineering  staff’  required  in  universities  and  colleges  in  a 
well  documented  monograph  in  1967.  It  notes,  “The  conclusions 
reached  in  this  analysis  tend  to  conform  generally  to  those  obtained  in 
recent  studies  by  Caitter  and  Folger.”  We  commend  it  not  because  it 
generally  agrees  with  our  conclusions,  but  because  the  authors  are  ex- 
plicit in  their  methodology.  The  NSF  study  assumes  that  student 
enrollments  in  the  sciences  oy  1975  will  be  18  percent  greater  than  the 
Office  of  Education  estimate,  and  also  that  doctoral  degrees  will  rise 
faster  than  O.E.  predictions,  but  these  assumptions  are  clearly  stated 
and  can  easily  be  adjusted  for  if  incorrect.  Even  with  these  differences. 


10  Faculty  Needs.”  op.  cit 

John  K,  Folger,  “The  Balance  Between  Supply  and  Demand  for  College  Graduates, ' 
Journal  o/  f/umon-ilcsources,  II  ;2,  Spring  1967, 

^.Tohn  L.  Chase,  “Estimates  and  Opinions  Kegnrdlng  the  Demand  for  Professional  Staff 
In  U.S.  Higher  Education,"  Mimeo.,  October  14. 1908. 

Science  and  Engineering  Staffs  op.  cit.,  p.  7. 
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the  NSF  study  shows  that  some  40.3  percent  of  all  science  doc- 
torates liad  to  enter  college  teaching  in  the  1964r-68  period  to  main- 
tain tlie  quality  of  staff,  in  the  1969-75  period  only  26.5  percent  will  he 
required.  Thus,  regardless  of  the  absolute  position  (which  does  nol 
appear  to  have  deteriorated  over  the  past  five  years),  the  period  im- 
mediately ahead  appears-to  be  one  of  relative  improvement  for  college.s 
and  universities. 

In  reviewing  current  attitudes  and  views,  we  believe  that  the  pro- 
jected market  picture  for  college  teachers  and  research  personnel  we 
have  presented  here,  is  generally  in  keeping  witli  views  of  skilled  ob- 
servers ill  NSF,  the  Office  of  Science  and  Technology,  and  tlie  National 
Academy  of  Sciences.  Even  though  the  Office  of  Education  has  itself 
provided  some  of  the  best  data  to  clarify  the  situation,  the  advice  given 
to  the  Congress  and  tlie  gradute  schools  from  this  source  must  bo 
seriously  questioned. 

We  would  add  one  cautionary  note.  Predictions  of  overall  supply 
and  demand  conditions  are  likely  to  be  more  correct  than  predictions 
for  a more  narrowly  defined  sub-field.  Just  as  the  NSF  iirojectioiis  may 
incorporate  a hopeful  increase  in  science  enrollnients  relative  to  the 
total  universe  of  college  students,  so  professionals  in  any  one  discipline 
are  even  more  likely  to  construct  models  which  favor  their  field.  Ke- 
cently  the  mathematicians  surveyed  their  needs  and  re.sources  and 
concluded  that  there  would  be  a continuing  shortage  of  adequately 
trained  faculty.^-^  They  are  undoubtedly  correct  in  certain  specialties, 
such  as  computer  programming,  and  they  may  be  correct  in  the  overall 
assessment.  However,  they  have  assumed  that  mathematics  will  mark- 
edly increase  its  share  of  total  students,  and  that  rising  math  require- 
ments in  other  fields  (e.g.  engineering,  the  social  sciences)  will  sharply 
increase  the  demand  for  service  courses.  The  danger  of  an  analysis  for 
a single  field  is  that  almost  every  discipline  believes  its  share  of  the 
total  will  improve  over  current  trends,  and  quite  obviously  all  fields 
cannot  be  correct  in  the  underlying  belief.  This  is  not  to  detract  from 
the  very  excellent  study  done  by  the  mathematicians,  but  to  register  tlie 
authors’  view  that  we  feel  their  assumptions  are  unlikely  to  be  com- 
pletely fulfilled.  (Or,  stated  another  way,  their  assumptions  ma}^  be 
fulfilled  not  by  the  employment  of  so  many  additional  mathematics 
teachers,  but  rather  by  the  use  of  more  mathematically  oriented  engi- 
neers, economists,  physicists,  psychologists,  etc.) 

However,  we  would  know  much  more  about  the  academic  market- 
place and  future  manpower  requirements  if  scholars  in  all  professional 
fields  would  give  as  serious  study  to  the  problems  as  the  mathema- 
ticians have  done. 


IMPLICATIONS  FOR  PUBLIC  POLICY 

We  have  taken  a reasonably  oj)timistic  view  of  the  future  adeqtiacy 
of  the  supply  of  scholarly  talent.  Even  the  diversion  of  young  men  into 
the  armed  services  under  current  Selective  Service  procedures,  does  not 
appear  to  us  to  have  serious  implications  for  the  future  supply  of 

Matlizmatical  fifcie«ce«;  A RoDort  (Washington : National  Academy  of  Science, 

1968). 
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needed  college  teachers,  although  it  represents  an  unnecessary  human 
wastage.  Our  estimates  of  the  future,  however,  are  based  on  the  assump- 
tion that  there  will  be  no  further  major  changes  in  the  support  pattern 
of  students  and  institutions  of  higher  education.  Thus  it  would  be  as 
incorrect  for  the  Congress,  as  it  would  be  of  universities  in  general,  to 
assume  that  the  job  is  done  and  to  wash  their  hands  of  any  future 
responsibility. 

On  the  contrary,  the  analysis  suggests  that  in  most  fields  of  study 
the  arguments  for  support  of  gracluate  students  as  an  inducement 
to  enter  a field  in  short  supply  are  no  longer  as  compelling  as  they 
were  in  the  immediate  post-sputnik  period.  We  believe  the  arguments 
for  minimizing  the  grossly  inequitable  graduate  education  cost  burden 
on  the  publ  ic  and  private  universities  are  important  ones. 

The  nation  is  accomplishing  a goal  that  was  thought  unattainable 
a few  years  ago,  by  virtue  of  a strong  partnership  among  public  and 
private  agencies.  If  the  Congress  had  not  acted  with  determination  in 
the  1958-65  years  to  support  graduate  education,  and  if  the  States 
and  the  private  universities  had  not  been  willing  to  invest  untold 
millions  in  what  they  believed  to  be  the  highest  priority  task  in  the 
nation,  the  goal  of  insuring  an  adequate  supply  of  the  best  brains  and 
talents  for  college  teaching,  research,  government  and  industrial 
sendee  would  not  have  Ireen  achieved  prior  to  the  1980’s. 

Now  that  we  are  within  sight  of  this  goal  we  can  afford  to  concein 
ourselves  with  the  long-term  health  and  vigor  of  the  system  which  has 
responded  so  effectivSy.  Graduate  education  is  truly  a national,  re- 
sponsibility, and  as  this  study  emphasizes,  the  market  for  students 
achieving  the  Ph.D.  is  a national  one.  However,  Federal  support  for 
graduate  education  has  remained  largely  indirect — for  student  sup- 
port, for  contract  research,  for  physical  facilities.  The  burden  of  costs, 
which  in  most  graduate  programs  surpass  $5,000  per  student  annually, 
are  borne  unevenly  by  the  States  and  by  a relatively  small  number  of 
private  universities.  Recent  Federal  reductions  in  aid,  plus  the  drafting 
of  graduate  students,  have  placed  an  even  greater  burden  on  the 
institutions,  frequently  at  the  expense  of  undergraduate  education  and 
other  service  to  the  community. 

The  projections  of  doctoral  supply  indicate  that  a rapidly  increasing 
proportion  of  the  total  will  be  available  for  nonacademic  forms  of 
employmenf>-^in  government,  industry  and  nonprofit  agencies.  This 
can  only  be  viewed  with  satisfaction,  as  a mark  that  this  nation  has 
met  its  cHtioal  priority  needs  and  can  now  begin  to  utilize  this  talent 
in  a broader  aiTay  of  challenging  tasks.  If  we  are  to  revitalize  the 
cities,  improve  the  public  schools,  conquer  pollution,  improve  health 
standards,  explore  outer  space,  and  a hundred  other  tasks  claiming 
our  attention  and  energies,  pur  strongest  asset  will  be  an  expanding 
reservoir  ofdiighly  trained  talent.  not^d ' j^hilosopher  stated  that 
the  task  of  the  universities  is  to  create  the  future;  the  nation’s  graduate, 
schools  have  responded  admirably  in  creating  an  adequate  supply  of 
the  nation’s  most  t altmied  young  nunV and  women  trained  n1  the  highest 
degree  level,  * ' ! 
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Private  Demand  for  Higher  Education  in  the 
United  States 

Paul  Feldman  and  Stephen  A.  Hoenadc^ 


I.  INTRODUCTION 

Higher  education  is  subsidized  in  the  United  States  beca-use  many 
Americans  believe  that  there  are  virtues  in  an  educated  public.  An 
important  consideration  of  public  policy  is  the  appropriate  size  of 
subsidies  to  higher  education  and  the  allocation  of  these  subsidies 
among  the  recipient  beneficiary  groups.  The  public’s  benefits  from 
subsimziiig  higher  education  can  be  analyzed  in  terms  of  who  is  be- 
ing educated  and  the  cpiality  of  education.  For  Cixamplcj  these  benefits 
probably  differ  according  to  the  intelligence  and  socioeconomic  status 
of  students  and  the  type  of  higher  education  that  they  receive.  For  this 
reason,  it  is  appropriate  to  measure  the  achievement  of  many  of  the 
intended  objectives  of  subsidizing  higher  education  on  the  basis  of 
grouping  students  into  the  several  socioeconomic  and  intelligence  cate- 
gories who  i*eceive  various  types  of  higher  education. 

To  the  extent  that  policy  makers  have  explicit  objectives  concerniim 
enrollments  from  the  various  student  categories,  Imowledge  of  each 
group’s  sensitivity  of  college  enrollment  to  tuition  charges  can  be  used 
to  set  prices  for  college  attendance  in  order  to  achieve  the  stated  objec- 
tives in  an  efficient  manner.  Ordinarily,  however,  objectives  are  not 
precisely  articulated.  Policy  makers  usually  cannot  rai&  the  relative 
impoitance  to  the  public  of  different  objectives  in  subsidizing  higher 
education.  Nor  do  they  know  the  public’s  willingness  to  trade  their 
ovm.  individual  aims  or  other  national  objectives  lor  the  achievement 
of  those  related  purely  to  higher  education.  Thus,  for  the  foreseeable 
future,  it  will  be  nece^ary  to  make  subsidy  decisions  on  the  basis  of 
judgment.  Yet,  the  quality  of  judgments  can  be  unproved  undoubtedly 
by  Icnowledge  of  the  many  options  which  are  feasible.  In  this  context, 
information  about  private  demand  for  higher  education  can  enable  the 
policy  maker  to  explore  the  alternative  sets  of  enrollments  from.  the. 
various  categories  of  students  before  choosing  any  one  of  them. 

♦The  authors  are  both  Staff  Economists,  Institute  for  Defense  Analyses.  This 
study  was  performed  at  the  Institute  for  Defense  Analyses  under  a contract  with 
the  Office  of  Program  Planning  and  Coordination  of  HEW.  We  wish  to  thank  Dr. 
Jeffrey  Weiss,  the  HEW  contract  monitor  for  advice  and  help.  We  wish  to  tham? 
Miss  Eloise  Hally  and  Dr.  Royce  Kneece  for  research  support,  Mrs.  Evelyn  Cole 
for  typing  numerous  drafts  of  the  paper,  and  Drs.  Robert  Lamson  and  BdwJUd  S. 
Pearsall  and  Mr.  William  Raduchel  for  finding  errors  in  a previous  draft  of  this 
paper.  Our  greatest  debt  is  to  Dr.  Douglas  0.  Dacy,  whose  help  and  encouragement 
made  it  possible  for  us  to  complete  this  paper. 
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IT.  KCOISSOMIC  ANAT.YSIS  OF  STUDENT  CHOICE 
A.  Tju:oky  of  Individual  Bkiiavioi; 

Dependiiio'  on  lii.s  qualificiitions,  ii  Jiigli  scJiool  studenf  ]ias  a iiiiniher 
of  mutually  exclusive  options  available  to  him.  Tlie.se  ordinarily  in- 
clude entering*  the  labor  force  on  a full-time  basis,  entering  one  of  the 
Aniied  Services,  attending  one  of  several  types  of  colleges  and  uni- 
A’ersities  (vdiich  may  or  may  not  .include  entering  the  labor  force  on  a 
part-time  basis),  and  doing  nothing.  All  of  these  options  differ  in  non- 
monetary and  monetary  costs  and  rewards  over  a long  period  of  time. 
We  assume  that  each  individual  calculates  subconsciously,  at  least,  his 
present  valuation  of  non-monetai*y  and  monetary  costs  and  payoffs  for 
each  option  which  is  open  to  him  and  chooses  the  one  which  has  the 
highest  net  present  value.  A discussion  of  the  economic  analysis  of 
student  choice  which  is  more  detailed  than  the  folloiving  discussion  can 
be  found  in  (6). 

Education  is*a  co.stly  investment  whose  payoffs  we  assuihe  to  be  posi- 
tively associated  with  ability  and  motivation.  We  also  assume  that 
individuals  who  conie  from  families  with  relatively  high  incomes,  and 
who  are  intellectually  gifted  are  relatively  more  Incely  to  rank  educa- 
tirnal  options  above  other  possible  choices.  We  further  assume,  ei^ery- 
thing  else  remaining  the  same,  that  11  ic  lower  the  monetary  cost  of  a 
given  educational  option  for  which  one  is  eligible,  the  more  highly  he 
will  rank  it.  We  therefore  exjiect  a negative  relationship  between  the 
tuition  level  at  a type  of  college  and  an  individual’s  ])robability  of 
choosing  it.  On  the  other  hand,  we  have  no  a prion  beliefs  about  the 
effect  of  labor  market  opportunities  on  the  ranking  of  educational 
options  because  working  on  a part-time  basis  and  going  to  college  are 
■not  mutually  exclusive  activities.  While  high  wage  rates  represent  a 
high  monetary  opportunity  cost  of  studying  and  spending  time  in 
class,  they  also  provide  the  opportunity  to  earn  a higher  income  by 
working  paii;  time  while  attending  college.  This  has  both  a negative 
aiid  a,  [lositive  effect  on  college  attendance.  The  negative  effect  is  due 
to  foregone  earnings  from  attending  college  while  the  positive  effect 
results  from  the  student’s  ability  to  defray  a part  of  his  college  costs. 
The  higher  the  student’s  intelligence  the  more  willing  he  is  likely  to 
be  to  forego  current  earnings  in  favor  of  college  attendance,  thus 
reinforcing  the  positive  effect  alluded  to  in  the  previous  sentence. 

For  our  estimates  of  price  responsii^eness  we  may  distingiiish  the 
behavior  of  two  kinds  of  individuals;  (1)  those  who  rank  at  least  one 
non-educatonal  option  among  their  most  preferred  available  options, 
and  (2)  individuals  who  rank  only  educational  options  among  their 
most  preferred  available  options.  By  definition,  the  first  type  of  person 
is  at  the  margin  between  attending  college  or  not  attending  college. 
The  second  type  is  at  the  margin  between  attending  the  i^arious  kinds 
of  college  which  differ  in  expected  non-monetaiy  or  nionetaiy  payoff's 
or  in  the  timing  of  those  payoffs.  The  behavior  of  those  individuals  who 
do  not  consider  Colley  and  those  who,  are  committed  to  a particular 
type  of  school  will  be  insensitive  to  parameters  which  can  be  manipu- 
lated by  government  or  academic  administrators.  The  following  em- 
pirical analysis  relates  only  to  the  behavior  of  the  first  type  of  indi- 
vidual.. • 
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B.  Tueory  of  Grouf  Behavior 

Consider  any  option  and  some  variable  Avhich  aifects  an  individual's 
assessments  of  its  desirability.  In  principle,  it  is  possible  to  form  a fre- 
quency function  of  all  individuals  eligible  for  the  option  according,  to 
the  level  of  the  variable  at  which  they  are  indifferent  between  tliat 
option  and  their  most  preferred  alternative.  Specifically,  an  individual 
can  consider  a given  type  of  college  along  with  its  tuition  fee.  Con- 
ceptually one  can  order  all  eligible  indi^ddiials  according  to  the  tuition 
level  at  which  they  are  indifferent  between  attending  that  type  of 
college  or  attending  another  type,  or  not  attending  college  at  all.  The 
tuition  level  at  vdiich  an  individual  is  indifferent  we  define  as  the 
^‘critical  cost.”  For  all  students  in  a given  family  income  class  we 
assume  that  frequency  distributions  of  critical  costs  are  unimodal  and 
that  the  positions  of  these  fr’equency  distributions  shift  as  a function 
of  other  van ables  such  as  academic  ability.  . 

Figure  II-l  illustrates  a hypothetical  case  involving  low  and  high 
income  gi-oups.^  The  dispersion  of  critical  costs  of  individuals  having 
the  same  family  income  is  due  to  differences  in  other  factors  such  as 
tastes,  abilities,  and  time  preferences.  Suppose  that  the  tuition  level 
is  oa.  The  areas  under  the  freauency  curves  to  the  right  of  a veitical 
line  drawn  from  a represents  tlie  college  attendance  from  each  income 
group.  If  tuition  were  increjised  from  oa  to  ob  then  attendance  i^ropor- 
tions  would  be  reduced  by  abji  and  abfe  in  the  lower  aiid  higher 
income  groups  lespectively.  Note  in  this  example  that  the  propoiilon- 
ate  decrease  in  attendance  by  low  income  students  is  greater  than  that 
for  high  income  students.  However,  if  the  initial  tuition  level  were  oc, 
and  tuition  were  raised  to  od  the  proportional  enrollment  impact 
would  be  greatei*  in  the  highei*  income  group. 

Tlie  corresponding  eni*oIIment  proportion  demand  curves  are  shown 
in  Figure  II-2.  These  curves  arc  derived  by  integrating  the  frequency 
functions  shown  in  Figure  II-l  and  labeling  the  axes  in  the  traditional 
manner.  They  are  S-shaped  because  the  frequency  functions  from 
which  they  are  deri ved  are  ii n i mq  dal . 

The  purpose  in  presenting  this  theoretical  discussion  is  to  facilitate 
the  reader’s  understanding  of  our  empirical  results.  Some  of  these  re- 
sults are  not  intuitively  obvious.  For  example,  the  responsiveness  of 
enrollment  proportions  to  changes  in  tuition  often  increases  with 
family  income.  The  theoretical  framework  ]n‘esented  here  enables  the 
reader  to  imagine  how  a i*esiilt,  which  is  not  immediately  evident,  can 
occui*. 

C.  Possible  Difference  Between  the  Behavior  of  Males 
AND  Females 

It  appears  reasonable  to  make  tlie  following  assiim2:)tions  about  dif- 
ferences between  the  college  attendance  beliavior  of  males  and  females : 
(1)  Males  ex^iect  higher  moiietai^  returns  from  higher  education  than 
do  females.  (2)  Males  and  females  ex^Dect  the  same  non-monetary  re- 


*The  renKon  that  the  vertical  axis  cuts  tliroiigli  the  frequency  function  is  that  pre* 
BUinably  not  all  Individuals  would  ko  to  college  at  zero  college  cost.  Wo  emphasize  that 
the  population  for  which  the  frequency  function  is  defined  Inelndes  all  eligible  individuals, 
Including  those  who  do  not  go  to  college. 
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FIGURE  II- 1 


FIGURE  II-2 


turns  from  higher  education.  (3)  Expected  monetary  and  non-mone- 
tary  returns  from  higher  educatmn  are  more  positively  correlated  for 
females  than  for  males.  Our  justifications  for  these  assumptions  are,  in 
order:  (1)  Males  expect  to  work  during  larger  percentages  of  their 
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lives  than  females,  (2)  there  is  no  available  evidence  to  distinguish 
between  sex  the  various  non-monetary  aspects  of  higher  education,  (3) 
females  have  considerably  le^  social  pressure  than  males  to  enter  the 
labor  force.  Therefore  they  are  moi*e  likely  to  entei*  the  labor  force 
and  earn  money  with  their  sldlls  on  the  basis  of  purely  noii-monetary 
enjoyment  of  the  using  their  skills. 

These  assumptions  lead  to  the  conclusion  that  at  relatively  high 
college  costs  male  and  female  response  is  more  similar  than  at  rela- 
tively low  college  costs.  In  particular  we  expect  that  the  subgroup  of 
females  who  would  go  to  college  when  tuition  is  high  will  react  to 
changes  in  tuition  about  as  strongly  as  a similarly  defined  subgroup 
of  males.  The  i*emaining  subgroup  of  males  and  females  both  have  rela- 
tively low  expected  non-monetary  returns  from  liigher  education.  The 
major  difference  between  these  subgroups  is  that  the  males  expect 
relatively  higher  monetary  returns  fiom  college  education.  Therefore 
less  motivated  males  tend  to  have  higher  and  more  unifonn  critical 
costs  for  college  attendance  than  do  the  less  motivated  females.  Thus 
it  is  quite  possible  for  female  college  attendance  to  be  approximately 
as  high  as  male  attendance  and  at  uie  same  time  for  tuition  to  have  a 
larger  impact  on  die  enrollments  of  males,  than  females. 


We  estimated  private  demand  for  higher  education  with  a cross- 
section  sample  in  which  State  averages  were  used  as  observations.^  The 
data  used  were  generated  in  1963,  a j^ear  in  which  the  influence  of  the 
draft  on  college  attendance  probably  did  not  vary  much  between 
States. 

The  dependent  variables  are  propoitions  of  1960  high  school  tenth 

trade  male,  and  female,  students  who  attended  any  college  offering 
egree  credit  courses  within  one  year  of  scheduled  graduation  from 
higli  school. 

The  predetermined  variables  include : 

(1)  tuition  at  each  type  of  institution ; 

(2)  ]^^roximity  of  the  state’s  population  to  each  type  of 
institution ; 

(3)  labor-market  variables:  eaniings  and  unemployment  dura- 
tion rates ; 


2 The  data  which  we  used  In  this  study  are  described  in  detail  In  Appendix  B.  Most  of 
the  data  were  constructed  from  the  tenth  grade  project  TALENT  files.  Project  TALENT 
was  conducted  for  HEW  by  the  American  Institutes  for  Research.  In  the  survey  a national 
sample  of  1960  tenth  graders  were  given  a battery  of  aptitude  tests,  and  were  asked  a series 
of  questions  relating  to  tlieii*  socioeconomic  status,  plans,  etc.  In  addition  the  same  individ- 
uals received  follow  up  questionnaires  about  one  year  after  scheduled  graduation  from  high 
school.  We  constructed  for  each  state  the  following  variables : proportions  of  individuals 
who  went  to  colle^,  labor  market  variables,  and  test  score  variables,  and  variables  for  edu- 
cation of  parents.  The  remainder  of  our  data,  in  particular  our  tuition  data,  were  constructed 
from  published  sources  and  are  generally  applicable  to  persons  residing  in  the  state. 

It  would  have  been  possible  to  use  individual  observations  In  our  regression  equations 
instead  of  observations  grouped  by,  states.  That  would  have  produced  an  iaterpretatlve 
advantage:  the  results  would  have  applied  to  Individual  behavior  rather  than  group  be- 
havior. Those  results  would  have  permitted  the  policymaker  to  determine  the  effects  of 
policy  changes  specifically  on  Individual  behavior.  By  using  state  averages  the  policy- 
maker is,  able  only  to  generalize  about  enrollment  behavior  rather  than  to  be  specific  about 
it.  We  did  not  use  Individual  observations  because  of  a requirement  when  this  study  was 
begun  to  obtain  some  resultf  in  a short  time  span.  Future  studies  should  use  the  Individual 
data  in  order  to  gain  the  advantage  of  interpretation  alluded  to  above. 


32-003—00 2u 


III.  THE  ESTIMATING  PEOCEDHEE 


380 


(4:^  perfomance  on  aptitude  test  or  “test  score ^ 

(5)  ur'ban-rural  population  composition,*  . ^ 

(6)  educajtion  of  parents  as  a proxy  for  family  income.  (The  pro- 
cedure used  in  estimating  family  income  as  a function  of  parental 
education  is  discussed  in  an  Appendix  which  is  available  from  the 
authors  upon  request. ) ; 

(7)  regional  dummy  variables; 

(8)  interaction  terms  among  the  predetermined  variables  (the 
nature  of  the  interaction  terms  and  our  procedure  in  making 
inferences  from  them  are  discussed  in  an  Appendix  which  is 
available  from  the  authors  upon  request) . 

Our  results  should  be  interpreted  as  indicative  of  long-run  grouf> 
behavior  for  two  reasons.  The  first  is  the  usual  one,  i.e.,  that  estimates 
obtained  fi*om  cross-sectional  regressions  are  interpreted  in  a long-run 
context.  Secondly,  and  more  pointedly,  the  use  of  tenth  gi’aders  rather 
than  twelfth  graders,  means  that  the  time  between  the  testing  of  stu- 
dents and  their  actual  entrance  into  college  is  long  enough  to.  include 
the  option  of  dropping  out  of  high  school  before  graduation.'^  In 
addition  we  wish  to  emphasize  that  our  results  are  indicative  of  group 
behavior  rather  than  individual  behavior  because  we  have  used  state 
averages. 

While  our  dependent  variable  includes  individuals  who  go  out  of 
state  to  college,  our  tuition  and  labor  market  variables  are  specific  to 
the  state  of  the  student’s  high  school.  Our  assumption  is  that  if  indi- 
viduals who  consider  going  to  a college  which  is  out  of  their  home 
state  are  influenced  by  our  variables,  they  are  influenced  only  in  regard 
to  which  college  to  attend,  not  in  regard  to  whether  or  not  to  go  to  col- 
lege. In  1963,  approximately  82  percent  of  all  undergi*aduate  college 
students  attended  college  in  their  home  States.^ 

The  most  difficult  estimation  problem  was  the  isolation  of  the  effects 
of  family  income,  and  test  score  upon  an  individual’s  response  to 
changes  m tuition.  These  effects  of  income  and  test  score  were  esti- 
mated with  the  use  of  interaction  terms  among  the  predetenhined 
variables. 

For  the  reader  who  is  not  familiar  with  the  use  of  interaction  terms  ° 
a simple  example  might  be  helpful. 


•'*  pprfornuince  on  nptitiulG  tost  or  “test  seore”  must  not  be  eoiistrnerl  ns  synonymous 
witli  natni’nl  ability.  We  recognize  fully  that  tost  score  is  a proxy  for  n whole  congeries  ot 
factors.  The  major  ones  are  previous  schooling,  fiunlly  environment,  motivation,  ,as  well 
as  natural  ability.  While  natural  ability  may  not.  vary  too  mucli  by  region,  test  score  does. 
For  predictive  purposes."  we  make  the  assumption  that,  the  mixture  of  qualities  which 
contributt?  to  tlui  test  score  variable  will  he  the  same  over  a long  pevlod  of  time.  Finally, 
for  stylistic  reasons,  we  do  not  always  use  the  term  “test  score”  in  the  text;  frecpiently 
we  \jse  words  like  “ability/’  “capability.”  uad . “aptitude”  hut  they  all  refer  simply  to 
performance  on  an  aptitude  tost.  ■ 

■•  While  we  dirt  not  explore  thoroughly  the  effects  of  college  tuition  upon  rates  of  high 
school  completion,  preliminary  estimations  of  the  model  using  high  school  completion 
rates  as  the  dependent  variable  lead  us  to  believe  that  a significant  relationship  exists. 
This  finding  would  tend  to  substantiate  results  of  a study,  (6)  which  found  that  the 
expense  of  attending  college  affects  the  high  school  performance  of  students  who  graduate 
from  high  .school.  * 

'^U.S.  Office  of  Education.  Residence  aiul  Mifjration  of  Gollcgi}  Students,  OE-54033. 
Government  Printing  Office,  Washington.  D.C.,  lOfi.T.  ’ 

,oThe  use  of  interaction  terms  ordinarily  Introduces  multicolllnearlty  into  a regres- 
sion equation  when  the  component  terms  In  an  interaction  term  are  entereil  mdivirtnally 
in  the  same  regression.  Multi colllnearity  tends  to  reduce  the  statistical  significance  Of  esti- 
mated coefficients  In  a regressive  equation.  However,  Interaction  terms  in  mip  equations 
Improve  their  specification,  which  tends  to  increase  the  statistical  significance  of  esti- 
mated coefficients.  In  the  estimation  of  our  equations  the  net  effect  of  including' inter- 
action terms  has  been  a substantial  increase  In  the  statistical  significance  of  all  estimated 
coefficients. 
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The  partial  derivative  of  A/E  with  respect  to  T gives  the  direct 
effect,  r,  of  changes  in  tuition  on  rates  of  college  attendance.  The  par- 
tial derivatives  of  r 'svith  respect  to  income  and  intelligence  yields 
terms  a.i  and  as  which  describe  how  the  sensitivity  of  attendance  -ces 
to  tin tion  varies  with  income  and  intelligence. 

The  variable  wdiich  we  used  in  the  interaction  terms,  as  a proxy 
for  the  influence  of  family  income  oii  the  response  to.  tuition  was 
average  level  of  education  of  the  fathers  of  all  students  i.n  the  sample. 
In  an  Appendix  wdiicli  is  available  from  the  authors  upon  request,  we 
describe  in  detail  the  nature  of  the  aggregation  involved,  and  the  pro- 
cedure that  we  used  in  translating  father ’s  education  into  a value  for 
family  income.  The  measure'  of  intelligence  wdiich  we  used  for  each 
observation  in  oui*  regression  equations. was  the  value  for  the  seventy- 
fifth  percentile  of  perforihance  on  Project  TALENT  tests  (hereafter 
referred  to  as  “test  score”)  in  the  observation.  We  reiterate  that  our 
proxy  f 01*  family  income  and  our  variable  for  intelligence  do  not 
apply  to  individual  students  but  to  groups  of  students.  ; 

There  is  jy further  limitation  to  our  estimating  procedure.  We  could 
find  no  variable  to  control  explicitly  for  the  influence  of  college  ad- 
missioii  standards ; on  college  attendance  rates,  although  we  suspect 
that  test  score  may  control  in  some  smal  1 degree  for  ‘ that  influence. 
We  believe  that  whatever  bias  this  omission  introduces  is  minor,  be- 
cause in  most  States  there  is  at  least  one  school  of  each  type  with 
relatively  low  admission  stahdards  ' and  opportunities  to  attend  some 
ty'pe  oi  institution  are  not  usuallj^  restricted  because  of  ^ a lack  of 
aptitude.-  ■ m , 

• We  measured  proxiinity  of  each  type  of  institution  to  population  in 
the  State  tlu'ough  use  of  a computer  "program  which  calculated  the  per- 
centage of  each  State's  population  li'vdng  within  specified  distances 
of  eaqli  type  of  institution.  We  then  gave  appropriate  weights  to  each 

’ Tliis’  is- n- ju'rtgmont  'bnseil 'iipori'  liifornintion  on  college  riclnilssion.  seiecHVoness  nindo 
available  to  IDA  by  tlie  American  Council  on  Education.  ' ■ ^ 
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calciilcation  in  order  to  approximate  the  average  travel  expense  in 
the  State  to  attend  each  type  of  institution.  Unfortunately  the  travel 
expense  measures  for  thedilierent  types  of  institution  were  very  highly 
correlated  witli  each  other  and  with  our  estimate  of  the  percentage 
of  each  State’s  ]population  living  in  urban  areas.  Therefore,  our  only 
travel  expense  measure  was  our  percent-urban  variable.  When  we 
entered  our  labor  market  variables  into  our  regression  equations  along 
with  our  percent-urban  variable,  the  latter  variable  did  not  enter 
significantly  along  with  the  otlier  variables  in  our  regression  equations. 

Wc  had  no  strong  a prwrl  expectations  of  the  form  of  our  equations 
and  wc  used  two  criteria  to  determine  the  foiTn  of  our  interaction 
terms.  (1)  Tlie  coefficients  on  the  variables  interacted  on  each  other 
as  well  as  the  simple  income  and  test  score  variables  used  in  the  same 
regression®  had  to  be  estimated  with  confidence  greater  than  90  per- 
cent using  a two-tailed  test.  (2)  Standard  a qmon  expectations  had  to 
be  satisfied  concerning  total  effects  of  tuition,  income,  and  test  score 
changes  upon  attendance  rates.  Thus,  with  respect  to  the  aggregate 
attendance  model,  we  required  increases  in  tuition  to  have  a negative 
net  influence  upon  attendance  and  we  required  further  that  increases 
in  test  score  and  family  income  have  positive  effects  upon  attendance. 
Since  in  each  case  the  net  influence  is  the  sum  of  more  tlian  one  esti- 
mated coefficient,  our  criteria  did  not  specify  the  sign  of  any  single 
estimated  coefficient.  We  ran  regression  on  the  same  set  of  data  until 
our  criteria  were  met.  In  this  process,  we  often  discarded  regre.s.sions 
which  fit  the  data  very  well  but  failed  to  meet  our  criteria  fully. ^ 

In  regard  to  the  functional  form  of  our  estimating  equation,  our 
transformation  of  the  independent  variables  was  determined  by  the 
form  of  the  interaction  terms.  Our  transformation  of  the  dependent 
variable  was  based  on  our  assumption  that  frequency  functions  of 
critical  costs  for  college  attendance  arc  unimodal.  We  used  a logistic 
transformation  of  the  dependent  variable. 


"It  iR  necesRAry  to  Inclndo  tuition,  family  Income  and  lnto111;;cnco  nionc  In  the  roRro»< 
slon  equation  n«  well  ob  In  Interacted  form.  If  any  of  the  Individual  variables  were  left  out 
of  the  rej;re8Rlon  eqnatlon  the  Interaction  term(si  which  Included  the  variable  would  be 
forced  to  ropresent  Doth  the  Interactloa  (slope)  effect  of  the  varlahlo  as  well  as  Its  direct 
(Intereept),  effect.  In  resard  to  our  refrresslon  oquations  for  female  college  nttend.ince 
behavior,  our  variable  for  Intolllpeace  did  not  enter  slpcnlflcnutly  nlom\  Tlioroforo  we 
rejected  the  hypothesis  that  IntelllRonco  has  an  effect  on  fetnhle  eolle^re  nttendnnee 
choices  which  Is  not  Interacted  with  other  variables  which  affect  these  choices. 

•Strictly  sncaklne,  our  results  are  applicable  only  to  the  population  observed,  necausc 
of  the  Inr^  rfzc  of  the  sample,  however,  we  believe  that  our  results  are  jrenornlly  applicable 
to  tho  behavior  of  all  hpjh  school  students.  Nevertheless,  the  render  should  bo  forewarned 
that  any  assertions  of  tho  usefulness  of  our  results  beyond  the  behavior  of  the  observed 
Indlviounls  ^ultimately  a Btntoment  of  belief  about  the  ronrefientntlvonesa  of  the  observed 
population.  Wo  refer  hero  to  tho  renresentntlvenoss  of  tho  oc^arfor  of  sampled  Individuals, 
not  to  the  renresentnUvensB  of  the  sample  Itself.  We  ftis>  Interested  In  the  effects  of 
Income  and  ability  upon  colloRe  nttendnnee  decisions.  Even  If  the  sjimple  is  biased  toward 
particular  Income  and  nhillty  Individuals,  they  noe(’  only  be  properly  represeiitntlve  of 
tho  hohnvior  of  Indlvldunls  In  those  Income  and  abllUy  Kvoups  to  provide  valid  estimates 
of  the  desired  effects. 

wTlie  advantages  of  n logistic  function  are  threefold:  (1)  Weights  for  correetlon  of 
tho  t.vno  of  hoterosce<lnBtlcity  which  wo  expecteil  on  o priori  grounds  are  readily  cal* 
culnte<i;  (2)  It  Is  nn  exact  proewlure  (ns  onpose«l  to  nn  Iteretlve  procedurei.  See  (1.  21 
for  detail  ou  this  point;  and  (8)  can  ho  modltled  to  vary  tl»o  p(dnt  of  InOeetlon  necoMing 
the  best  tit  data.  The  main  advantages  of  the  logistic  function  are  that  (1)  Its  stntls* 
tlcnl  properties,  Including  Its  relationship  with  tho  log.norinnl  distribution  are  not 
precisely  known,  and  (2)  tho  small  sample  properties  of  Mje  exact  inlninium  x*  estl* 
mat  ion  teohnimie  have  not  been  carefully  explonMl  and  compared  with  the  (Hemtlvel 
maximum  likelihood  estimation  ti'chnlque.  We  made  no  empirical  tests  for  beteroscwlnstl- 
clt,v.  Unthor  wo  made  the  standard  assumption  that  the  ohservetl  ratio  Uepondont  variable 
renrosenteU  the  ftvemge  choice  of  nil  eligible  Individuals  In  ft  group  where  each  Indl* 
vldunrs  choice  Is  represented  by  a soro-onu  variable  which  Is  blnomlnlly  dlstrlbutisl  and 
weighted  neoordlngly. 


383 


The  l ender  ^vill  note  that  "we  have  not  specified  a supply  equation. 
TlniSj  if  our  estimates  arc  to  be  interpreted  as  demand  equations  it  is 
necessary  to  assume  that  the  supply  curves  are  perfectly  elastic.  Supply 
curves  for  higher  education  are  determined  by  the  resource  costs  of 
higher  education  and  the  willingness  of  the  public  to  subsidize  higher 
education.  The  alternative  uses  of  resources  used  in  higher  education 
in  a particular  state  (i.e.,  faculty,  buildings,  etc.)  are  higher  educa- 
tion in  other  states,  and  a wide  variety  o>f  other  noneducational  activi- 
ties. It  is  not  reasonable  to  assume  that  the  differences  in  demand  for 
higher  education  that  exist  between  states  are  large  enough  to  affect 
the  prices  of  these  resources.  These  comments  are  applicable  to  all 
types  of  higher  education.  In  regard  to  the  public's  willingness  to 
subsidize  higher  education,  we  suggest  in  Section  V that  it  would  be 
desirable  for  this  willingness  to  vary  with  the  private  demand  for 
higher  education.  When  a collective  activity  is  less  costly,  all  other 
things  equal,  more  of  it  should  be  demanded.  IToAA'ever  there  is  no  evi- 
dence that  this  is  in  fact  the  case.  We  knoAv  that  there  is  a strong  posi- 
tive relationship  between  the  private  demand  for  higher  education  and 
family  income.  We  have  tested  the  hypothesis  tliat  tliere  is  a negative 
relationship  between  tuition  at  four  year  public  institutions  and 
family  income,  and  rejected  it  on  the  basis  of  the  evidence.  This  tuition 
variable  is  a reasonable  proxy  for  lack  of  collective  willingness  to 
subsidize  higlier  education  because,  assuming  u zero  or  positive  rela- 
tionshi])  between  quality,  and  therefore  the  cost  of  operating  a four 
year  public  institution,  the  lower  the  tuition,  the  greater  the  subsidy. 
Thus  the  observed  absence  of  any  significant  relationship  between 
educational  subsidies  and  private  willingness  to  pay  for  higlier  educa- 
tion implies  that  the  subsidized  portions  of  supply  curves  for  Jiigher 
education  are  perfect!}^  elastic.  Therefore  wc  think  that  the  assumption 
of  clastic  supply  curves  for  higher  education  is  a reasonable  one  to 
make. 


IV.  THE  DEJLVND  FOR  HIGHER  EDUCATION  IN  THE 
UNITED  STATES 

This  section  de.scribes  our  estimates  on  demand  for  higher  ediicatiou 
in  the  United  States.  Tlie  estimated  effects  of  changes  in  tuition  on 
group  college  attendance  behavior  arc  presented  first.  Next  we  de- 
scribe the  estimated  results  on  the  effect  of  earning  opportunities  on 
college  attendance. 


A.  The  Effect  of  Tuition  on  College  Attendance 

Tlio  results  of  the  effect  of  tuition  on  college  attendance  are  sum- 
marized in  Figures  IV  An  Appendix  available  from  tlic  authors 
upon  request  presents  a detailed  disjffny  of  the.se  results.  All  of  the* 
rcsiilte  de.scribed  below  refer  to  tlie  estiinate<l  effects  of  a $100  inoiease 
in  tuition  on  the  proi>ortion.s  of  high  scIkkiI  tenth  graders  in  various 
test  scorn  and  family  income  catogorie.s  wJio  go  (o  college.'*  To  fiicili- 


foUnwlnff  tUieunMnn  tho  to  Ami  At1pn<1nnct*** 

will  rrfrr  to  thr  cholco  to  nttmil  A rrotllt  irrantluK  liiKtltutlou  wlllitn  one  y^nr  of 

AChPilulrd  KrtKtUfltloit  from  htffh  nrliool.  UroiMirtlonM  Rro  to  rnnjro  botw<»i*n  xrro 

nnit  onr.  In  the  tnhlfH  In  tliU  aertlon  the  i>eroentlle  valueti  ore  iledned  nn  the  value  of 
the  natlonnl  te«t  urore  tiereentlle  which  eqiinla  the  ffroue'a  «eventv  fifth  tent  ei^ire 
l»ercfntlle.  Kee  the  Apiiemltx  AVAllablo  on  requeat  from  the  author  for  further  exrlnimtlon 
of  the  entculMlouK. 


m 


384 


tate  the  discussion  we  shall  refer  to  these  proportions  as  “enrollment 
2)ropoitions.”  For  example^  Figure  IV  1 shows  how  the  enrollment 
proportions  would  change  if  tuition  at  all  U.>S.  four  year  public  col- 
leges and  universities  were  increased  by  $100.  We  wish  to  emphasize 
that  we  are  pi*esenting  our  estimates  as  the  effects  of  changes  in  tuition 
on  the  participation  of  population  groups  in  higher  education.  We  do 
this  because  such  a manner  of  presentation  is  pertinent  to  the  potential 
usefulness  of  onr  estimates  for  policymaking.  By  referring  to  Tables 
y 1-3  the  reader  can  express  our  estimates  of  the  effects  of  changes 
in  tuition  on  enrollment  relative  to  existing  .eniollments,  rather  than 
to  population  groups,  if  such  calculations  would  better  serve  his  pur- 
jjoses. 

FIGURE  lV-1 

The  Eiti«ited  Effects  of  e $100  Increese  In  Tuition  «t 
Four  Veer  Public  Institutions  on  Enrollr.ent  P.'oportlcns 


The  Estl-e’e-i  Efff;t;  of  « 5l03  Zrrreew  In  Tultlan  *t 
Four  Veer  Frlveie  Znstltutisns  cn  Crfo,'.l/r,ent  Pfopoftlurs 
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FIGURE  IV. 5 

Ttie  Estlnited  Effects  of  a $100  Increase  In  Tuition  at 
Two  Year  Institutions  on  Erroll;r.ent;  Proportions 
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The  resvilts  presented  iu  this  section  have  a special  interpretation. 
They  express  tne  eircct  of  monetary  cost,  exclusive  of  fore/i^oiio  earn- 
ings, on  the  college  attendance  decisions  only  of  potential  students 
who  are  indifferent  whether  or  not  to  attend  college  given  the  pi'evuil- 
ing  tuition  charges.  If  tuition  fees  change  at  a particular  type  of  col- 
lege, these  indifferent  persons  will  respond  in  a predictable  way.  Mer.s- 
luxMuout  of  that  response  is  the  purpose  of  the  present  discussion. 

The  most  important  result  one  immediately  observes  in  Figures  IV 
1-3  i.s  that  changes  in  the  level  of  tuition  have  a substantial  impact  on 
college  attendance.  Within  the  observed  range  of  values  the  largest 
proportion  of  students  who  are  influenced  by  tuition  in  their  choice 
whether  to  attend  college  relates  to  the  group  that  would  attend  four 
veil r public  colleges. 

Largo  numbci*s  of  students  i*espond  to  changes  in  tuition  at  low 
co.st  public  colleges  and  univei-sities.  The  estimates  thei-ofore  tend  to 
confirm  the  popular  conception  that  the.se  institutions  play  an  iin- 
poi-tunt  role  in  attracting  largo  mnnbers  of  students.  Change.s  in  tui- 
tion at  private  four  year  institutions  have  a smaller,  but  substantial 
effect  on  eni‘olhnent,s.  Changes  in  tuitions  at  two  year  colleges  have  a 
.<^nia11  oilect  on  college  attendance^ 

Wo  suggested  in  Section  II  that  the  I’esponsivene.s.s  of  enrollment* 
pro])ortion.s  to  change.s  in  tuition  can  bo  greater  in  higher  family  in- 
come and  test  sconi  groups.  This  suggestion  certainly  is  not  intuitively 
obvious.  The  reason  for  it  is  that  higher  family  income  and  test  score 
gnuips  may  have  larger  [lercentage.s  of  potential  college  students  who 
ai*t^  indiffelt»nt  about  attending  college.  If,  for  e.xample,  tho  situation 
is  as  depicted  in  Figure  II-l  wheiv  tuition  is  oc  and  is  raised  to  od, 
.such  an  obsiM'ved  result  would  hold.  We  have  estimated  that  in  higher 
family  income  gnmps  tuition  at  four  year  public  institutions  has  a 
gmiter  impact  on  imrolhueut  pmportions  that  in  lower  fainily  income 
gniiips.  Tlie  opposite  liold,s  for  four  year  private  institutions. 
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The  subgroup  of  students  who  are  indifferent  whether  to  attend 
college  within  the  observed  range  of  tuition  at  four  year  private  in- 
stitutions is  relatively  small.  It  is  interesting  to  question  why  an  indi- 
vidual w’ill  not  attend  college  at  nil  because  of  the  level  of  tuition  at 
four  year  private  institutions  when  he  could  attend  a lower  priced 
public  institution.  The  answer  probably  lies  in  the  fact  that  among 
private  institutions  as  opposed  to  public  institutions  there  is  a rela- 
tively much  larger  proportion  of  schools  which  are  small  and  AVhich 
give  individualized  instruction.  Also,  in  most  states  the  best  private 
institutions  are  often  regarded  as  better  than  the  state’s  public  in- 
sitiitions.  Evidentl}"  these  quality  aspects  of  private  insitutions  are 
sufficiently  imporhuit  that  some  students  arc  willing  to  rank  attend- 
ance at  a private  institution  on  the  one  hand,  and  not  going  to  college 
(which  can  include  deferred  college  attendance)  on  the  otlier,  both 
above  public  college  attendance. 

In  reganl  to  two  year  Institutions,  our  estimating  equations  show 
statistically  significant  differences  in  tlie  effect  of  tuition  on  enroll- 
ment proportions  among  test  score  and  family  income  groups.  How- 
ever, these  estimated  differences  are  very  small  in  magnitude  and  are 
hardly  worth  showing  in  the  figures. 

In  Section  II  we  deduc^  from  reasonable  assumptions  that  we 
could  expect  greater  disparity  of  the  critical  costs  of  relatively  Ie.ss 
college  moti^'ated  females  than  males.  The  reason  was  that,  relative 
to  females,  the  males  can  have  higher,  and  much  more  uniform  ex- 
potations  of  monetary  returns  to  higher  education.  Our  results  sup- 
port the  hypothesis  that  in  the  existing  range  of  tuition  levels  female 
college  attendance  is  less  responsive  to  tuition  than  male  college  at- 
tendance. Evidently  in  this  range  more  males  tlinn  females  arc  indif- 
ferent wdiether  to  attend  college. 

There  is  an  additional  difference  hetweoji  the  college  attendance 
l)chnvior  of  males  and  females  with  respect  to  tuition.  In  the  higher 
test  score  categories  female  attendance  is  less  strongly  affected  bv  tui- 
tion nt  four  year  public  insitutions,  and  is  more  strongly  affected 
by  tuition  nt  four  year  private  institutions  than  in  the  lower  tost 
score  catogorie.s.  The  op|K>site  result  holds  for  male.s.  (See  Figures  IV 


We  slmll  interpret  the  different  effects  of  tuition  on  enrollments 
nocordinii^  to  sex  and  fe.st  score  in  the  following  way.  First  we  will 
assume  that  the  higher  the  level  of  tost  score,  the  greater  the  expected 
refums  to  oduentinn.  Thus  we  expect  that  among  individuals  who  are 
grouiwd  by  intelligence  level,  the  higher  the  level  of  the  group’s  intel- 
hgence  the  further  to  the  right  the  group’s  frequency  function  of 
critical  costs  for  college  attendance  (See  Figure  II-l).  Second,  wo 
will  continue  to  make  our  assumption  that  among  the  individuals  who 
would  riot  attend  college  at  the  highest  ol>ser\*e<l  level  of  ttiition.  fe- 
males are  relatively  more  diverse  in  their  willingness  to  pav  ^r  higher 
o<hicalimi.  Sinre  tuition  is  relatively  low  at  four  year  public  institu- 
tions it  is  plausible  that  the  obsorve<l  range  of  tuition  is  in  the  left  tail 
of  each  frequency  function  of  the  critical  costs  of  females  gnuii>ed  bv 
intelligence,  rnder  our  nssuinptinn  tlie  males  who  would  not  ntlcrNl 
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college  at  the  highest  level  of  tuition  have  higher  and  more  uniform 
expectations  of  monetary  returns  from  higher  education.  Under  this 
assumption  it  is  plausible  that  their  frequency  functions  of  critical 
costs  for  college  attendance  are  substantially  more  skewed  to  the  right 
than  those  of  females.  It  is  therefore  possible  that  while  the  observed 
values  for  tuition  are  in  the  left  tails  of  the  frequency  functions  de- 
nned for  females,  they  are  in  the  right  tails  of  the  frequency  functions 
defied  for  males.  Since  for  both  sexes  the  frequency  functions  are 
further  to  the  right,  in  higher  test  score  categories,  we  can  ima^ne, 
under  the  behavioral  assumptions  we  have  made  that  inci*eases  in 
tuition  have  a smaller  effect  on  female  attendance  in  higher  intelli- 
gence categories  while  the  opposite  is  true  for  males. 

The  same  type  of  analysis  is  useful  in  order  to  interpret  the  obseiwed 
response  of  female  attendance  to  changes  in  tuition  at  four  year  private 
institutions.  In  this  context,  tuition  at  these  institutions  is  high  enough 
that  it  could  be  in  the  right  tails  of  the  appropriately  defined  frequency 
functions  for  females. 

The  most  interesting  interpretation  is  of  the  observed  effect  of  tui- 
tion at  four  year  private  institutions  on  the  college  attendance  choices 
of  males  in  the  lowest  tevSt  score  categories.  It  appears  that  among  the 
males  in  the  lowest  test  score  categories,  there  is  a largo  subpopulation 
of  individuals  who  are  willing  to  pay  the  relatively  high  price  of 
attending  a private  four-year  institution.  These  individuals  presum- 
ably have  expectations  of  \K)sitive  monetary  I’Ctunis  to  higher  educa- 
tion, Private  institutions  have  substantml  advantages  for  these 
iiidividimls,  Maiiv  of  these  institutions  provide  instruction  which  is 
much  more  incliVKliialized  than  in  public  institutions,  These  institu- 
tions are  also  relatively  diverse,  and  some  of  them  iiupHcitly  specialize 
in. training  individimls  of  lower  ability.  Therefore  the  correct  choice 
of  a private  institution  jirobably  leads  inaiiy  individuals  in  the  lower 
test  scoi*e  categories  to  expec  t n higher  probability  of  academic  success. 

A policy  issue  to  which  the  empirical  results  of  this  study  are  rele- 
vant IS  the  following  choice.  Should  subsidies  be  directly  allocated  to 
students  which  they  use  to  pay  tuition  at  the  institutions  which  they 
freely  choose  to  attend,  or  should  direct  grants  be  given  to  institutions 
for  tiio  purpose  of  reducing  their  tuition  chargas?  It  is  possible  to 
estimate  from  our  results  the  enrollment  impact  by  sex,  noility,  and 
family  iiu'oinc,  of  mincing  tuition  at  a particular  tyj)C  of  institution. 
Siicli  a lu'pothotical  reduction*  in  tuition  can  l>e  umforin  or  it  can  bo 
made  differently  for  different  categories  of  students. 

^ Analyzing  tho  enrollrnont  impact  of  giving  individuals  in  a par- 
ticular category’  grants-in-aid  wnicli  tlioy  pay  to  tlio  institution  that 
they  attend  is  equivalent  to  analyzing  tnc  enrollment  impact  of  de- 
creasing tuition  at  each  typo  of  institution  for  the  students  in  tho  cate- 
gory. 1 no  reader  may  estimate  tlio  enrollment  impact  in  a test  score  and 
faiiiily  incomo  category  of  li  change  in  tlio  level  of  tuition  at  all  tliroo 
types  of  institution  in  tlio  following  way.  Ho  can  add  tho  estimated 
em»cts  for  that  category  of  changes  in  tuition  at*  the  three  typos  of  in- 
stitutions. Tliia  estimate  will  bo  an  ovorcstiinate.  Unfortunately^  duo  to 
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the  limited  capacity  of  our  data  for  additional  independent  variables 
in  our  regression  equations  we  were  not  able  to  test  adequately  the 
hynothesis  that  changes  in  the  level  of  tuition  at  one  type  of  mstitution 
aJfect  the  responsiveness  of  enrollments  to  the  level  of  tuition  at  an- 
other type  of  institution.  We  have  for  example  estimated  for  female 
attendance  behavior  that  some  such  interaction  among  the  tuition 
variables  for  two  year  institutions  and  four  year  private  institutions 
exists.  'Wliile  there  will  be  some  overestimate  of  the  enrollment  impact 
there  is  no  reason  to  believe  tliat  the  overestimate  varies  substantially 
by  family  income  or  test  score.  Therefore  the  rolative  enrollment  im- 
pacts in  the  different  Ciitegories  of  individuals,  are  subject  to  much 
less  error. 

FIGURE  lV-4 

T>e  Estlrjted  Zittcx  of  a $1.C0  Increase  In  the  Hourly  Vaga 
Rate  on  Cnroll.T'tr.t  Proportions 

Change  Jn 
Enroll-ent 
Prcpctrlon 


B.  The  Effict  of  Earxinus  Opi*ouTUxrah:s  ox  Collfaje  Aitkxdaxce 

Figure  IV-^  describes  the  re.siilts  of  thi.s  study  pertaining  to  the 
eflcct  of  eurniiigs  iij)oii  college  attendance.  The  data  we  used  on  wage 
rates  are  highly  satisfactory  as  they  were  derived  directly  froni  ques- 
tionnairo  resiionses  from  the  observed  iiidividiiuls.'*  However,  unein- 
ployiiient  dunition  rates  presiiinably  are  less  reliable  us  they  were  tiiken 
from  |uiblislied  data  ap|nicablo  to  all  ago  groups.*^  Because  of  the  iiii- 
reliability  of  tlie  published  data  on  niioinployinent  nitesoiir  study  docs 
not  include  mi  unemployment  variable.  The  unemployment  dunition 
I'ariublo  in  the  i‘cgix»vSsion  equations  was  u.sed  in  order  to  control  for 
the  tightness  of  the  labor  market  when  our  major  aim  was  to  estimate 
the  effect  of  wage  niteson  college  ntteudaiico. 

Figure  lV-4  shows  the  estimated  effect  of  changes  in  wage  rates  on 
collogo  uttendancc.  There  appeiirs  to  bo  no  signincant  diffeitmce  be- 

^*An  nprcmlU  ilUcutuilair  dntn  vourcen  nrnlinblp  from  the  niitlutrH  upon  roniiont. 

» Ibid. 
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tween  the  response  for  males  and  females  of  a $1.00  increase  in  the 
hourly  wage  rate  on  their  enrollment  propoitions.  Our  estimates  show 
a positive  relationship  between  test  score  and  the  effect  of  change  in 
the  wage  mte  on  college  attendance.  For  example,  if  wage  rates  were  to 
rise  by  $1.00  per  hour  we  would  predict  no  change  in  the  enrollments 
of  students  in  the  seventy  fifth  percentile  intelligence  category.  The 
enrollment  pro2mition  for  students  in  the  eighty  fifth  percentile  in- 
telligence categoi*y  would  increase  by  about  6 percent,  and-for  persons- 
in  the  sixty  fiftli  percentile  intelligence  category  enrollments  would  de- 
crease by  about  7 percent. 

An  illustration  of  the  likely  effect  of  a $1.00  increase  in  hourly 
wage  rate  on  tlic  economic  situation’ of  a potential  college  student  is 
i list  met  i VO,  Assume  no  iiiiemploy incut  and  a 2,000  hour  work-year. 
If  the  individual  goes  to  college  let  us  assume  alternatively  that: 

(1)  He  is  not  employed  for  nine  montlis  of  the  year  but  fully 
eiiiployei^  for  tliiee  months.  In  other  words  he  works  500  hours  a 
year  and  has  a $500  improvement  in  annual  income  at  the  same 
time  lie  is  in  school. 

(2)  He  is  employed  fifteen  hours  per  week  for  nine  months  as 
well  as  being  employed  full  time  for  Mii’eo  months.  Tills  means 
fliat.  lie  worlvs  10G3  hours  per  year.  In  this  case,  lie  has  $l,0G3 
more  in  annual  income  while  he  is  a student. 

^ If  the  individual  does  not  go  to  college,  he  has  $2,000  more  in  annual 
income.  Tlierofore  under  the  two  liyimtlietical  situations  about  einploy- 
nieiit  if  n pei'son  is  attemding  college,  liis  foregone  earnings  increase 
by  $1,500  and  $047,  respectively  by  remaining  in  sdiool,  IVliile  the 
opiioi-tmiity  cost  of  roiimiiiing  in  college  increases  in  this  situation, 
so  (loos  Jiiiniial  oa  in  jugs.  Actual  enrollment  of  students  above  the 
sevontv-fiflli  p(u*c(Milile  in  intelligence  will  increase,  but  for  some  of 
the  students  below  tlu^  st'veiity-iifth  ))ercentilo  the  additional  increa.se 
in  foregone,  oaniings  will  draw  them  into  the  labor  iiiurkct  and  out 
of  .cchool.  This  result  is  consistent  with  the  theoretical  discussion  given 
ill  section  II. 

V.  POLICY  IMPLICATIONS 

Tables  V give  tlie  enrol liiieiit  jnoportions  which  existed  in  lOGG. 
The  msnlts  aix'  chissillcd  by  test  score  category  and  family  income 
qunrtilo  in  Tables  V 1-2,  and  \\\v  fiirtluM*  chissilied  by  typo  of  institu- 
tion ill  Tables  V 3-1.  In  the  context  of  tins  .study  these  tables  liave 
two  nsi'S,  First,  the  data  pivsentod  in  them  sii]) plies  any  policy  maker 
with  iuforiimtion  about  tlie  structure  of  the  existing  college  oiiroll- 
meiit  proport  ions  in  the  Fiiitod  States.  Knowledge  of  this  structure  is, 
of  com*so,  a ] ire  ivqni  si  to  to  (lotoniihiing  whet  her  existing  oiirolhnoiit 
proportions  shonhl,  as  a mutter  of  public  policy,  Ix^  changed.  Second, 
these  tables  will  help  the  ivader  iiiiderstaiid  the  applicaoility  of  lh(^ 
i*e.snhs  pi'(>scnte(l  in  the  pievioiis  section.  In  Section  III  we  explained 
that  the  test  .score  and  family  income  variables  defining  the  categories 
ill  which  onr  results  on  the;  (hMiniiid  for  higher  education  are  presiMitod 
tins  not  values  taken  from  individual  rec'ords,  but  niv  values  applicable 
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to  groups  of  individuals^  Therefore  the  reader  must  apply  our  results 
loosely^  to  the  test  score  and  family  income  categories  in  Tables  V 1-4: 
which  interest  him, 

TABLE  V-l.-COLLEGE  ATTENDANCE  IN  THE  UNITED  STATES 

IProportlons  of  1960  loth^grade  males  who  entered  a desree  credit  granting  college  or  university  within  1 year  after 
scheduled  graduation  from  Mgh  school  by  income  and  ability  quartilesi 


Test  score  and  family  income 


TS  1(0  to  50  percent) 

TS  2f51  percent  to  70  percent).. 
TS  3i71  percent  to  88  percent).. 
TS  4 (89  percent  to  100  percent) 
2TS 


Quartiles 

FIQ  1 

FIQ  2 

FIQ  3 (10191- 

FIQ  4 

(0-6300) 

(6300-10191) 

13146) 

(over  131^) 

2 FIQ 

0. 175 

0. 206 

0.298 

0.488 

0.247 

.358 

.395 

.473 

.686 

.468 

.621 

.470 

.588 

.800 

.613 

.740 

.557 

.799 

.882 

.792 

.371 

.381 

.520 

.751 

.493 

TABLE  V-2.-COLLEGE  AHENDANCE  IN  THE  UNITED  STATES 

[Proportions  of  1960  l0th*grade  females  who  entered  a degree  credit  granting  college  or  university  within  1 year  after 
scheduled  graduation  from  high  school] 


Test  score  and  family  Income 


TS  1 (Oto  50  percent) 

TS  2 (51  percent  to  70  percent).. 
TS  3 pi  percent  to  88  Bercent).- 
TS  4 (89  percent  to  100  percent). 
S TS 


Quartiles 

FIQ  I no  2 FIQ3(10191-  FIQ  4 

(0-6300)  (6300-10191)  13146)  (over  13146) 


0.212 

0.202 

0.263 

0.525 

.438 

.358 

.550 

.710 

.567 

.513 

.599 

.810 

.707 

.522 

.837 

.905 

.275 

.275 

.402 

.667 

ZFIQ 


0. 266 
.516 
.653 
.779 
.387 
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Another  aspect  of  the  applicability  of  the  results  should  be  empha- 
sized. They  can  be  used  to  estimate  the  effects  on  national  enrollment 
proportions  of  changes  at  the  national  level  in  the  sizes  of  subsidies,  to 
college  students.  The  results  are  not  strictly  applicable  to  the  problems 
of  determining  student  subsidy  levels  in  a particular  state.  Even  so, 
a policy  maker  at  the  state  level  can  profitably  use  our  results  if,  for 
no  other  reason,  there  is  no  other  analytical  study  available  to  him. 
However;  if  these  results  are  used  at  the  state  level,  particular  caution 
should  be  employed  in  determining  whethk*  the  various  types  of  col- 
1 ege  and  university  di ff e r in  rel ati ve  desi rabi  1 ity  in  the  particul a r 
state  from  their  average  relative  desirability  across  the  country.  From 
the  point  of  view  of  a policy  maker  at  a particular  private  college  or 
university,  even  if  his  institution  were  typical  of  its  type,  our  results 
would  probably  not  be  very  useful  for  his  purposes.  His  enrollment 
objectives  relate  primarily  to  enrollments  of  students  at  his  institution 
rather  than  to  the  participation  of  various  test  score  and  family  income 
groups  from  the  general  population  in  higher  education.  In  particular, 
our  results  would  not  hdp  him  determine  how  changes  in  tuition  or 
financial  aid  at  his  institution  would  affect  his  institution’s  competi- 
tive position  relative  to  other  institutions; 

Ttibles  V 1^2  show  that  male  and  female  enrollment  proportions  are 
sti-ongly  associated  with  family  income  and  with  test  scoi^e.  From 
Tables  V 3-4  the  reader  can  determine  the  distribution  of  enrollments 
among  four  year  private,  four  year  public,^  and  two  year  colleges,  for 
each  test  score  and  family  income  category.  The  most  notable  facts  in 
Tables  V 3-4  are  as  follows : In  all  test  score  and  family  income  cate- 
gories, only  small  proportions  of  both  males  and  females  attend  two 
year  colleges.  Male  and  female  enrollments  at  both  types  of  four  year 
institutions  inci-ease  si.ibst antially  with  t-est  score  and  family  income. 
Enrollments  at.  four  year  private^  institutions  are  esp^ally  strongly 
associated  with  test  score  and  famiily  income  when  test  score  and  family 
income  are  at  relatively  high  levels. 

To  our  knowledge  no  one  hx  s measured  empirically  the  extent  to 
which  there  are  excesses' of  social  returns  over  private  returns  to. 
higher  education,  and  how  those  probable  excess  returns  might  vary 
according  to  the  intelligence  and  socioeconomic  stasis  of  the  student; 
Therefore  it  is  necessary  for  policy  makers  who  must  allocate  public 
funds  among  alternative  jmblic  expenditures,  and  for  policy  makers 
who  must  allocate  siibsidies  among  recipient  student  groups,  to  make 
guesses  about  the  desired  ^ level  mid  distributipn  of  educational  sub- 
sidies. We'believe  however  that  policy  makers  can  make  much  better 
guesses  about  the  desired  level  and  distribution  of  educational  subsi- 
diesin  the  folio  wing  way . They^  can  explicitly  hypothesize  alternative 
valuations  bn  the  level  of  achievement  of  competing  objectives  and 
observe  and  compare  the  probable  outcomes  of  the  ajternatives.before 
taking  any  action.  The  reasons  that  this  type  of  decision -making 
process  can  improve  decision-making  are  twofold.  First,  ordinarily 
policy  makers  are  not  as  explicit  as  they  could  be  about  what  they 
are  in  fact  trying  to  achieve.  By  formulating  their  objectives  spe- 
cifically enough  to  be  able  to  observe  probable  outcomes  policy  makers 
are  forced  to  think  carefully  about  what  tliey  want  to  achieve.  Second 
it  is  not  possible  to  determine  the  most  desirable  choice  among  alterna- 
tive levels  of  achievement  of  competing  objectives  until  the  relative 
costs  of  pursuing  the  objectives  are  known.  In  order  to  compare  the 
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outcomes  of  alternntive  scLS  of  objectives  the.sc  relative  costs  must  be 
taken  into  account. 

The  iicliieveinent  of  e<lucationnl  objecUves  can  l>e  expres.sed  o|>cr- 
ationally  in  terms  of  number  of  students  in  the  various  test  score  and 
family  income  categories  wlio  go  to  college.*^  The  policy  maker  can 
determine  the  cost  of  achienng  competing  educational  objectives  with 
the  use  of  empirical  estimates  of  private  demand  for  higher  eelnea- 
tion.  These  data  can  l>e  used  to  determine  for  any  aitegory  of  students 
the  necessary  tuition  level,  and  therefore  t.he  uecesstiry  si7^  of  the 
subsidy,  if  any,  to  achieve  any  sj>eci(ied  tar/jet  level  of  enrollments. 
Once  the  necc&sary  .subsidy  is  known,  the  policy  maker  may  calculate 
the  total  cost  of  achieving  his  siied tied  enit)l1meiit  objectives.  This 
total  cost  may  lie  compared  with  the  cost  of  achieving  diiTerently 
specified  educational  objectives.  It  also  may  be  compared  with  the 
cost  of  achieving  other  non-educational  objectives.  An  example  might 
be  useful.  Sup]K)se  that.  ]mblic  ]>olicy  makers  express  an  objective  that 
at  least  forty-five  jiercent  of  students  in  the  lowest  family  income 
Ciitegories  should  go  to  college.  Using  estimated  enrollment  demand 
curves  the  j)ol  icy  makers  can  estimate  approximately  the  necessary 
subsidy  level  for  students  in  the  lo\ycst  test  score  and  family  income 
categories  in  order  to  achieve  the  objective.  In  one  context  the  policy- 
maker will  want,  to  compai’c  this  cost  with  the  cost  of  a policy  wliich 
more  favoi's  other  categories  of  students.  In  another  example  of  a 
context  tlie  policymaker  would  want  to  comparo  the  cost  with  the 
costs  of  increments  in  the  overall  quality  of  higher  education.  In 
any  case,  the  policymaker  will  oidinarily  want  to  revise  his  target 
objective  of  forty-five  percent  enrollment  proportions  of  students 
from  the  lowest  family  income  categories.  If  tne  sacrifice  of  alternative 
objectives  is  lower  than  he  expected,  he  may  want  to  raise  the  target 
enrollment  proportion,  but  if  ne  is  forced  to  sacrifice  the  achievement 
of  altenmtive  objectives  to  a substantially  greater  extent  than  he  had 
expected  he  will  probably  want  to  lower  the  target  enrollment 
proportion.'® 

We  conclude  with  a brief  discussion  of  some  of  the  practical  prob- 
lems of  admini^ring  subsidies  to  colle^  students.'®  Currently  two 
methods  of  administer injy  subsidies  to  college  students  are  most  widely 
practiced.  First,  the  tuition  that  students  are  required  to  pay  generally 
IS  set  at  a unifonn  level  below  the  actual  cost  of  educating  college 
students.  This  is  especially  cliamcteristic  of  the  operation  of  most 
public  colleges  and  universities.  It  is  not  likely  that  the  size  or 
composition  of  the  student  body  which  would  result  would  represent 
the  explicit  educational  objective  of  policymakers  if  they  followed 
the  procedui'e  which  we  proposed  above,  \tost  persons  familiar  with 
State  college  and  university  systems  often  hear  us  a justification  for 
low  tuition  that  such  a tuition  policy  opens  up  the  access  of  higher 
education  to  low  income  students.  Yet  the  reiider  can  see  from  Figure 
IV-1  that  a decrease  in  the  level  of  tuition  charged  at  four  year  public 
institutions  would  attract  more  students  from  relatively  high  income 
families  tlian  from  relatively  low  income  categories.  If  the  objective 


**  Thefie  objccUvcs  mny  be  ospresspcl  more  fully  In  terms  of  college  aclilevcinent  na 
wcU  os  collogo  nttendnncc.  Sec  Chapter  5 In  (G). 

quautlGed  model  for  the  allocation  of  subsldtcs  to  students  at  the  University  of 
California  Is dosorlhcd  In  rni. 

For  more  detail  on  this  subject  see  (6)  and  (7). 
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is  io  briiiff  more  of  (ho  l■chl(ively  low  income  .studoiiis  into  colle^  n 
nolicv  of  ni(Tpn»iitially  priciiijr  duration  for  udeiiJs  of  equal  ability 
init  (liffprent  family  iiiconip  is  more  appropriate. 

Tho  second  inctlio<l  of  subsidizing  collpge  stiidpiifs,  used  pspiTianv 
frequpntly  by  private  institutions,  is  (he  so-called  linaucia!  ‘‘nwd'' 
appixmch.  The  objectives  of  the  “need**  approach  an»  twofold.  Fii'st, 
it  is  iiitendiHl  to  ensure  that  student  subsidies  are  deteriuiiied  in  accord 
with  middle  class  jmlgiiipius  of  the  apiwpriate  parental  contribution 
to  a child’s  education,  given  the  family's  financial  situation.  Second, 
it  is  intended  to  prevent  co3n|K'titioii  for  students  among  rollegi*H  and 
universities.  This  second  objective  is  achieved  by  tlie  iisti  of  a uniform 
set  of  rules  for  financial  “need,** 

When  (lie  financial  need  approach  is  followed  fimiiicial  aid  coun- 
sellors determine  each  student's  subsidy  using  the  information  on 
a parent's  confidential  financial  statement  in  an  elaborate  formula. 
Hriefly,  family  inc^mie  is  determined  and  from  it  are  snbtniclwl  ex- 
j)enditiires  on  “necessities.'*  The  remainder,  referred  to  as  discretionary 
income,  is  then  “taxed”  for  the  parental  contribution.  “Neces-sitief^'^ 
includo  mcdicjil  and  dental  o.xpense,  interest  exj^nsc,  and  allowances 
for  de|>OTideiits  and  e.xtniordinary  extiensos,  lliere  is  little  explicit 
accounting  for  the  long-term  economic  well-lxiing  of  the  parents.  As 
a result  .subsidie,s  usually  ure  not  allocated  to  students  whoso  parents 
are  in  the  lowest  socioeconomic  aitegories.  Rather  they  are  allocated  to 
h.ndents  whoso  parents  have  modemto  pennanent  incomes  but.  who 
are  temporarily  having  economic  difliciilties  or  they  are.  given  for 
what  echicators  term  ‘biece,ssities.”  The  most  serious  difficulty  with 
tho  “need”  approach  to  subsidizing  college  students  is  the  sjuno  as  the 
unifonnly  subsidized  tuition  approach;  sul)sidies  aro  not  ba,se<l  on 
explicit  objectives  alnmt  the  size  and  composition  of  college  enroll- 
ments. Student  subsidies  are  based  on  other  objectives,  in  particular 
on  beliefs  about  what  parents  should  pay  for  their  children’s  education. 
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Economic  Pressures  on  the  Major  Private  Universities 

William  G.  Bowen* 


The  pur|)osc  of  tliis  pajwr  i»  to  luialyzc  the  economic  pressures  on 
t he  major  privnt e niiivcrsit ics  and  to  indicate  the  nature  and  magii itiide 
of  the  tuiaiicial  problem  whiclLthcy  face. 

No  pnr|H>se  would  he  .sciwed  by  attempting  to  li^  tJic  particnhir 
institutions  which  fall  under  thc  heading  of  ‘‘major  private  univer- 
sities.” In  broad  tenus,  wc  arcconccnied  with  those  privately  controlled 
institutions  which  give  considerable  stress  to  graduate  education  as 
well  as  to  undergraduate  cthication,  which  accept  responsibility  for 
actively  promoting  scliolnreliip  and  research,  ancf  which  arc  generally 
legardecl  as  “national”  institutions. 

It  should  bo  cmpliasisccd  at  the  outset  that  much  of  the  analysis 
presented  here  applies,  in  varying  degrees,  to  public  as  well  as  private 
institution^  and  to  colleges  as  well  as  universities.  On  the  expciuUtuixi 
side,  especially  in  the  areas  of  graduate  education  and  research,  the 
forces  which  affect  the  major  private  universities  are  very  niuch  tb.e 
sjimc  ns  tho  forces  which  affect  many  of  the  state- si lupcrtcd  univer- 
sities. At  the  undergraduate  level,  there  is  a particularly  close  parallel 
Ix'twecn  t he  factors  pushing  up  instructional  costs  at  the  major  private 
universities  and  the  factors  which  costs  at  lilxiral  arts 


colleges.  On  the  income  side  of  tiu  ^ e institutions  of  all 

kipds  are  affected  significantly  by  the  general  outlook  for  private 
philanthropy — and,  increasinglyj  public  institutions  are  also  affected 
oy  the  overall  trend  in  giving  to  hi^icr  education. 

Thus,  this  paper  is  perhaps  best  viewed  as  an  attempt  to  analyze 
those  aspects  of  the  economics  of  higher  education  which,  in  combina- 
tion, define  the  circumstances  of  most  of  our  major  private  universities. 
The  author  has,  however,  attempted  to  resist  the  temptation  to  draw 
inferences  from  this  analysis  for  other  kinds  of  institutions,  in  part 
l)ccnuse  he  is  less  familiar  with  them,  and  in  part  because  it  seemed 
unwise  to  make  a long  paper  longer  yet. 

An  earlier  version  of  this  study  was  prepared  in  the  Spring  of  1967 
and  published  by  the  Carnegie  Commission  on  Higher  Education  under 
the  title  “The  Economics  of  the  Major  Private  Universities.”  I wish  to 
thank  the  Coinmi^ion  for  permission  to  include  substantial  ^ginciits  of 
the  original  publication  in  this  paper.  Apart  from  changes  in  wording 
and  the  inclusion  of  somewhat  more  detail  concerning  library  and  coin- 
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piitcr  (’()st,s  tliei’C  nix* *  two  j)riiirij)nl  diiroiviices  Iwtwcoii  the*  Cnnio^jio 
i onmiissioii  pai>cr  and  tins  one:  (1)  the  ('nriic^ie  pn|>er  includod  a 
sertion  ilonliiifr  with  tlic  nature  of  the  pnhlir  inteiv.st  in  tlie  major 
private  imivei'sitics  wliirli  lias  U*en  omitted  from  this  version;  and  ( J) 
wlieivas  tlie  cost  data  for  specilic  institutions  in  tlie  ('arne^ie  ('omniis- 
sion  paper  repivseiited  tlioexjwrieiieesof  only  tlii*ee case-study  institu- 
tions (C'hini^-Pri  licet  on -Vaiulorhilt)  and  ended  with  fi^nixs  foi* 
1005-00,  this  paper  also  includes  cost  indices  based  on  the  experiences 
of  Cohnubia,  Cornell,  Harvard,  Stanford,  anu  Yale,  as  well  as  Prince- 
ton, Chicn»ro,  and  Vanderbilt,  for  yciirs  1003-04  through  1007-08  (and 
in  some  cases  projected  1008-00)  .* 


TRKXDS  LV  EXPENDITURES 
Tlio  Current  Situation 

Amon^  persons  intimately  concerned  with  the  alFaii's  of  the  private 
univei’sities,  there,  is  a |>ervasivc  feelin«r  that,  current  s^mrees  of  finan- 
cial supixirt  arc  lx>coniin^  incimsingly  inadequate  in  relation  to  needs. 
This  is  the  a^  of  the  opinion  poll,  and  if  the  presidents  and  trustees 
of  our  major  private  universities  were  surveyed,  it  seems  certain  that 
an  overwhelming  majority  would  cndoi*sc  the  preceding  statement-;- 
regarding  it  as,  if  anytlung,  too  weak.'  Of  conr.«e,  nniveisity  presi- 
dents, no  less  than  cxiachcs,  arc  expected  to  talk  about  grim  pnispccts. 
llowever,  m*ent  .statements  about  the  iinaucinl  diflicultics  of  these 
iiistitutious  have  atone  of  gravity  and  a .sense  of  urgency  which  com- 
pel close  attention.  And,  in  the  opinion  of  this  writer,  the  facts  fully 
justify  .serious  coiiceiii. 

Some  significuut  operating  deficits  have  been  rcpoi'tcd  in  recent 
yeai*s;  close  to  lialf  a million  at  Cornell,  over  half  a million  at  Prince- 
ton, nearly  one  and  one-half  million  at  Yale,  and  over  two  million  at 
Chicago  and  Colnmhia,  to  cite  only  a few  specific  universities  for 
wliicii  figures  happen  to  be  available.  Projections  for  1968-09  suggest 
substantial  deficits  at  othci*  luiivcrsitics  including  one-half  million  at 
St;i Ilford  and  over  two  million  for  the  Faculty  of  Arts  and  Sciences 
at  Hai'vard.r ‘Even  more  important  than  these  particular  figures  is  the 
fact  tliat  many  institutions  have  avoided  deficits  only  by  declining  to 
undertake  financial  commitments  for  wliicli  there  was  a serious  need. 
In  tliis  sense,  there  have  been  “educational  deficits'’  far  in  excess  of 
the  ix.poi'ted  financial  deficits. 

* I' am  indebted  to  Mns.  Linda  Peter.son  for  assoinbliii"  those  now  data. 
AcknowledpTRients  for  help  received  in  preparing  the  original  study  may  be  found 
in  the  Preface  of  the  Carnegie  Commission  paper. 

> In  smninnrizing  the  results  of  a ih>11  of  14  colleffe  and  university  presl<Toiits  eonducted 
by  the  Connell  for  Financial  Aid  to  Education  In  the  fall  of  lUn.1,  President  Paul  Kcinert 
of  St.  Louis  University  reported  that  “the  note  common  to  most  of  the  replies  was  . . . 
[thntl  we  are  worse  off  than  we  wore  ten  years  aco.”  (From  an  nd(lrc8.s  given  at  a meeting 
in  Philadolphia  on  May  4,  loan.) 

* It  should  also  be  noted  that  oven  larger  deflcits  would  he  reported  by  some  unlversltloa 
were  It  not  for  ehnngea  In  accounting  conventions  (such  as  the  inodiflention  at  one 
nnlvoralty  of  the  formula  used  to  compute  contributions  to  the  major  maintenance  reserve) 
and  In  the  deOnitlon  of  endowment  Income  to  Include  some  capital  gains. 
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To  be  sure,  no  major  university  has  had  to  close  down,''  and  not  even 
tlio  most  i>cssiini.stic  observer  would  foi-ccust  tlie  demise  of  any  of  these 
institutions  witliiu  the  foiusc«ible  futui'e.  Jhit  surnval  in  some  fonn 
or  other  is  liai’dly  the  test  of  well“bein^^  The  danger  is  not  that  the 
major  private  iinivei*sities  will  disappear,  bul  that  tliey'will  Ik*  unable 
to  continue  to  iiiwt  their  ciiri*ent  responsibilities,  ie^ alone  to  develoj) 
in  ste])  with  national  needs. 

Unfortunately  for  purposes  of  analysis,  the  liinmeial  health  of  a 
university  cannot  be  measured  in  terms  of  an  easily  calculated  ratio, 
sucli  ascaniings  persliare  of  slock.  If  a univei*sity  is  in  liimncial  straits, 
this  fact  is  unlikely  to  bo  highlighted  bv  declining  prolits  and  proxy 
fights.  Financial  dimciilties  are  iiioro  likely  to  be  rotu^cted  in  a relatively 
unspectacular  decline  in  efTeetivencss,  a (leeline  whose  onset  is  marked 
to  the  discerning  observer  only  by  the  things  tliat  the  in.stitiitioii  is  not 
doing  which  it  ought  to  he  doing.  Xon-nrofit  orgaiii/.atioiis  in  all 
fields — medicine,  the  arts,  social  work,  education  and  research — in- 
stinctively I’ctrench  when  faced  with  the  prospect  of  deficits,  generally 
by  failing  to  accept  new  obligations  nn(l  by  allowing  a deterioration 
in  the  standards  applied  to  the  tasks  already  being  performed.  Giyen 
tlso  increasing  demands  being  placed  on  the  entire  system  of  liiglier 
education  in  this  country,  it  would  be  notliiii"  short  of  a national 
tragedy  if  these  institutions  were  to  suffer  tliis  hind  of  fate. 

A ])  rim  ary  i*cason  why  the  major  miiversities,  public  as  well  as 
private,  need  sub.stantial  ainonnts  of  additional  iimoino  is  tliat  tlieir 
o])erating  co.sts  liave  been  rising  rapidly.  To  be  .suiv,  tlie  level  of  ex- 
penditures (lepends  to  a considerable  extent  on  the  amount  of  income 
a>  a liable — just  as  the  amount  of  income  available  dej)cn(ls  to  some  ex- 
tent on  the  strength  of  the  pressures  for  increased  expenditui’es.  The 
interdependence  of  the  expenditure  and  income  sides  or  the  budget  is  a 
basic  characteristic  of  all  non-profit  organizations,  and  this  characteris- 
tic adds  to  the  difliciilties  involved  in  analyzing  the  financial  circum- 
stances of  educational  institutions.  These  diniciilties  notwith.standiiig, 
it  seems  worthwhile  to  examine  the  sources  of  upward  pressures  on 
expenditures  and  to  hazard  some  projections.  These  are  the  tasks  of 
this  section.  Then,  in  the  next  section,  we  shall  examine  trends  in  tradi- 
tional sources  of  income. 

General  Trends  in  Expenditures 

. The  most  noticeable  feature  of  the  budgets  of  all  institutions  of 
higher  education  is  how  fast  they  have  gone  up  in  the  years  since  World 
War  II.  Total  educational  and  genei*al- expenditures  on.  current  ac- 
count * by  all  institutions  of  higher  education  went  up  from  less  than 
1 billion  dollai’S  in  1945-46  to  more  than  7 billion  in  1963-64  (the  last 
year  for  which  tlie  Office  of  Education  has  published  dotaikd  data) . 
Coinparable  figures  for  all  universities  and  for  all  private  universitie.s 
are  available  only  since  1951-52,  but  even  over  the  12-year  span  between 


*TTowevnr.  tliero  imve  boon  n numbor  of  InBtnncos  In  which  prlvnto  Institutions  bnvo 
boon  unnhio  to  continue  to  oxlst  n«  such  nnd  Imvo  booonin  n.ssocintod  with  stntc  systems  or 
biplier  educntlon — the  Uiilver.slty  of  Biiffiilo  nnd  the  University  of  rittsburpli  nro  two 
enses  In  point. 

< This  excludes  student  nld  expenditures  nnd  expenditures  for  the  so*cnIled  "nuxlUary 
nctlvltles’*  (dormitories,  dlnlnp  linlls,  nthletlc.s;  etc,),  ns  well  ns  all  capital  cxpniditurcf^ 
Expenditures  for  or^rnnlzed  resonreli  nro  Included. 
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that  academic  year  and  1963-64,  expenditures  by  all  universities  in- 
creased from  1.1  to  4.5  billion  dollars  and  ex^naitures  by  all  private 
nniversitie.^  increased  from  less  than  luilf  a pillion  to  more  than  1.5 
billion  doliiirs,®  These  trends  are  shown  graphically  on  Fig\ire  1.® 

Figure  I 


Educational  and  General  Expenditures  by  All  Institutions  of 
Higher  Education,  by  All  Universities,  and  by  All  Private 
Universities,  1945-46  to  1963-64. 


Fiscal  Years 


Source;  U.S.  Office  of  Education,  Digest  of  Educational 
Statistics  and  Biennial  Survey  of  Higher  Educe- 
t/on.  Various  years. 


: “rriiD  set  of  Institutions  included  In  these  figures  Is  based  on  the  official  Office  of  Edu- 

1 catlou  deflnitlott  of  “universities” — “Institutions  which  give  considcrnble  stress  to  graduate 

i instruction,  which  confer  advanced  degrees  ns  well  as  bachelor’s  degrees  in  a variety  of 

! liberal  ante  fields,  and  which  have  at  least  two  professional  schools  that  nre  not  exclusively 

I technological.”  In  the  fnll  of  10C5  there  were  155  universities  according  to  the  Office  of 

"Eduo\tion  publication,  Opening  Fall  Enrollment  in  Higher  Eilucation.  Sepnrate  figures 
i are  not  given  for  private  universities  alone  as  of  the  fnll  of  1905,  but  figures  for  the  fall 

I of  1003  Indicate  that  at  that  time  tliere  were  58  private  universities  out  of  a total  of  146 

f universities. 

; ®Thls  figure  Is  plotted  on  a semHogarlthmlc  (ratio)  scale,  so  tlint  the  reader  enn  com* 

{ pare  more  readily  tlie  percentage  rates  nt  which  these  expenditures  have  been  Increasing 

[.  . over  different  parts  of  the  postwar  period.  On  a semi  dog  scale,  a straight  line  Implies  a 

^ -constant  (compound)  rate  of  growth. 
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The  significance  of  increases  in  total  educational  and  general  ex- 
penditures depends  in  part  on  tiieir  composition.  The  ^lenomenal 
growth  of  organized  research  has,  of  course, Ibceii  one  of  tlie  main  forces 
behind  the  expansion  of  university  budgets,  and  since  direct  expendi- 
tures on  organized  reseurcli  have  been  financed,  not  out  of  general 
university  funds,  but  out  of  special  monies  (over\Yhehningly  govern- 
mental) made  available  for  tins  purpose,  let  us  subtract  these  expendi- 
tui'es  and  see  how  much  of  the  increase  in  total  expenditures  disappear 
in  the  process.  The  results  of  this  exercise  for  various  sets  of  univoi*si- 
ties  over  various  time-periods  are  summarized  in  Table  1.  The  top  panel 
of  the  table  shows  absolute  incmiscs  (in  millions  of  dollai‘s),  while  the 
bottom  panel  expi'csses  these  ligui'cs  as  average  annual  percentage 
rates  of  inci‘ease. 

We  pmsent  separate  figures  for  all  universities,  for  all  private  uni- 
versities, and  for  the  couijiosite  institution  made  uj)  from  data  for  our 
three  “case-study”  universities  (Chicago,  Princeton,  and  Vanderbilt), 


Table  1, — IncreMts  in  expenditures,  by  broad  categories,  F62-F66  ^ 


[DoUar  amounts  In  mllllonsl 


All 

universities 

(F62-F64) 

All  private 
universities 
(F52-F64) 

Chicago- 
Princeton* 
Vanderbilt  ^ 
(F56-F66) 

I.  Absolute  Increase  In: 

1.  Total  educational  and  general  expenditures 
(TEGE) 

$3,371 

$1,124 

$96 

2.  Organized  research 

1,234 

404 

43 

3.  TEOE  less  organized  research 

2,136 

630 

53 

4.  Direct  expendltues  on  instruction  and  depart- 
mental research. 

1,030 

318 

30 

II.  Average  annual  rates  of  increase  in  (percent):  ^ 

1.  Total  educational  and  general  expenditures 
(TEOE) 

12.0 

10.9 

03. 9) 

2.  Organized  research 

15.6 

15.5 

(19.2) 

3.  TEGE  less  organized  research 

4.  Direct  expenditures  on  instruction  and  depart- 

mental research 

8.7 

7.1 

(12. 1) 

10.5 

8.8 

(11.1) 

> The  abbreviation  *'F52"  stands  for  “flscal  year  1021-52/’  etc.  As  Indicated  In  the  parentheses  under  the 
column  headings,  the  period  covered  by  the  Pgures  (or  CbicasO'Prlnceton-Vandcrbilt  diflera  slightly  (rom 
the  period  covered  by  the  figures  (or  all  unlvestittos  and  all  private  universities. 

3 Expenditures  on  hospitals  and  clinics  have  been  excluded  from  these  figures. 

* Calculated  between  terminal  years.  The  rates  for  Chlcago-Prlncoton-Vandorbllt  are  averages  of  the 
separate  rates  of  Increase  for  the  3 institutions. 

Sources:  Figures  for  all  universities  and  for  all  private  universities  were  obtained  from 
the  sources  listed  In  npp.  table  1 of  the  Carnegie  Commission  paper.  Figures  for  Chlcago- 
Prlncetoii -Vanderbilt  were  supplied  by  tbeso  institutions. 

Tlie  main  point  to  note  is  simply  that  there  is  a lot  of  grewtli  left 
after  the  increase  in  direct  expenditures  on  organized  research  has  been 
excluded.  Total  educational  and  general  expenditures  less  expenditures 
on  organized  research  (line  II.3  in  the  table)  have  gone  up,  on  the 
average,  more  than  7 percent  a year  at  all  private  uni  verities  and  more 
than  12  pereent  a year  at  our  three  case-study  institutions.  The  sub- 
categoiy  labeled  “direct  expenditure.s  on  instruction  and  departmental 
research”  serves  as  an  alternative,  and  in  many  ways,  cleaner  measure 
of  trends  in  instructional  costs;  and  we  see  frem  line  II.4  of  the  table 
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that  this  category  of  expenditiii*es  has  increased  at  an  average  aiiinial 
rate  of  between  8 and  11  percent  at  our  various  groups  of  universities.^ 

More  recent  figures  for  an  expanded  group  of  case-stud;^’  institu- 
tions (Cornell,  Cliicago,  Columoia,  Harvard,  Princeton,  btnnford, 
Vanderbilt,  and  Yale — henceforth  referred  to  as  C-C-C-H-P-S-V-Y) 
confirm  the  trends  revealed  bv  the  eiirlier  figures.  At  this  set  of  insti- 
tutions, total  educational  amf  general  expenditures  less  dii*ect  expen- 
ditures on  organized  I'esearch  went  up  at  an  average  annual  rate  of 
12.1  percent  bet  ween  1963-64  and  1967-418.* 

In’crkasks  in  Cost  Per  Stcdent 

Why  have  instructional  costs  risen  at  such  a rapid  rate?  One  part 
of  the  answer  is  of  course  that  enrollments  have  increased,  but  in- 
creases in  the  number  of  .students  by  no  means  accounts  for  all  of  the 
incieases  in  co.sts  which  have  occurred. 

Ill  Figure  2,  we  show  what  has  happened  to  indexes  of  direct  in- 
structional costs  per  sitxidei^t  over  the  period  since  1955-56.  The  inde.x 
of  average  cost  ^r  student  at  Chicago-Princetoii-Vanderbilt  can  bo 
seen  to  have  inci'eascd  at  a remarkably  stciidy  rate — and  to  have  more 
than  doubled  over  the  10 -year  period  ending  with  the  year  1965-66. 
In  an  effort  to  see  if  trends  at  these  three  institutions  have  been  at  all 
typical  of  private  uni  verities  in  general,  we  constructed  a coinpani- 
hle  index  for  all  pri\*ate  uni  verities  on  the  basis  of  data  published  by 
the  Oflice  of  Education.  As  can  been  seen  from  the  figure,  these  two 
indexes  have  moved  in  a strikingly  similar  way.  Since  the  two  indexes 
span  slightly  dilferent  time  periods,  quantitative  comparisons  can  be 
made  most  easily  in  terms  of  average  annual  rates  of  increa.se — which 
work  out  to  7.3%  for  Chicago-Priiiceton-Vanderbilt  and  to  8.3% 
for  all  private  universities. 

Again,  the  more  recent  figures  for  the  larger  set  of  case-study  insti- 
tutions (C-C-C-H-P-S-V-Y)  confirm  these  findings.  In  fact,  at  these 
in.stitutioiis,  educational  and  general  expenditures  per  student  (ex- 


" “Direct  expomUturcs  on  luBiructlon  nnd  departmental  rpHpnrrh"  consists  mainly  of 
faculty  salnrlG.s  charged  to  the  regular  departmental  budgets.  The  phrase  “departmental 
research”  Is  inpludp<l  to  reflect  the  understanding  that  faculty  members  with  all  of  their 
salaries  charged  to  a regular  departmental  budget  are  expected  to  do  ro»*arch  as  well  as 
to  teach.  This  Is  a cleaner  measure  of  tremLs  In  instructional  costs  than  total  ediicntlonal 
and  general  expenditures  less  direct  expenditures  on.  organized  research,  In  that  the  latter 
category  still  Includes  Indirect  costs  associated  w*lth  organized  research  and  various  other 
Items  of  exi)onse  such  as  the  costs  of  running  university  hospitals  and  clinics.  Ideally,  one 
W'ouhl  like  ti  be  able  to  add  to  direct  exitendltures  on  Instruction  and  departmental  research 
an  appropriate  share  of  applicable  Indirect  costs,  but  this  onnnot  be  done,  prlven  the  form 
of  the  published  data.  Borne  estimates  of  this  kind  have  been  made  for  two  or  our  case 
study  Institutions,  however,  and  they  Indicate  rates  of  Krowth  which  are  nnieh  the  same 
as  the  rates  of  growth  for  direct  exi>oiidItures  per  student. 

■This  average  annual  rate  of  Increase  was  cnlciilatf^d  by  (a)  converting  the  absolute 
figures  for  each  Institution  Into  an  Index  with  in0tl-B4=:100.  with  certain  exceptions 
noted  below:  (h)  averaging  the  Indices  for  the  Individual  Institutions  for  cnch  year,  assign-* 
Ing  each  Institution  a weight  of  one:  and  (c)  taking  the  total  percentage  Increase  for  the 
all-InstUutlon  Index  bt»t>veen  1003-04  and  1007-08  (58. .3  percent)  and  expressing  it  ns 
a compound  average  annual  rate  of  Increase.  The  only  complication  arose  because  of  the 
lack  of  figures  for  three  Institutions  for  1063-04.  In  the  case  of  these  Institutions,  Indices 
were  constmcttsl  using  10Q4-05  as  the  base,  with  the  value  In  the  base  year  set  equal  to 
the  average  value  of  the  Indices  for  the  other  Institutions  In  that  yenr.  All  of  the  otlier 
figures  for  this  sot  of  institutions  reported  In  this  revised  version  of  tho  study  were  calcu- 
lated accordingly. 
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Figure  2 

Direct  Costs  Per  Student  in  Private  Universities,  Compared  with 
an  Economy-wide  Cost  Index,  1955-56  to  1965-66 


Fiscal  Years 


eluding  organized  research)  increased  at  an  average  annual  rate  of 
8.5  percent  between  1963-64  and  1967-68 — almost  exactly  the  same 
rate  of  increase  as  the  one  reported  above  for  all  j^ivate  universities 
and  slightly  higher  than  the  rate  of  increase  for  CSliicago-Princeton- 
VandeAilt  over  the  period  1955-56  to  1965-66. 

It  is  instructive  to  compare  these  average  rates  of  increase  in  cost 
per  student  with  trends  in  the  unit  costs  of  other  goods  and  services 
m the  economy.  The  best  overall  index  of  cost  trends  throughout  the 
economy  is  the  implicit  price  deflator  for  the  gross  national  product, 
and  this  index,  converted  to  the  same  1955-56  base  as  our  measures  of 
cost  per  student,  is  also  plotted  on  Figure  2.  It  is  evident  that  instruc- 
tional costs  per  student  nave  risen  much  faster  than  costs  in.  general. 
Indeed,  our  economywide  index  of  costs  has  risen  at  an  average  an- 
imal rate  of  only  2.0%,  compared  with  the  average  annual  rate  of 
increase  of  around  8%  in  instructional  costs  per  student.  Clearly,  gen- 
eral inflationary  tendencies  and  increased  enrollments  together  explain 
only  a minor  part  of  the  upward  trend  in  expenditures. 
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REASONS  FOU  RISING  COSTS : INCREASED  RESPONSIBIUTIES  OF  THE 
UNIVERSITIES 

In  the  next  section  it  is  argued  that,  as  a result  of  tlie  teclinology 
of  higher  education,  there  is  an  inexorable  tendency  for  cost  per  stu- 
dent to  rise  relative  to  costs  in  general,  and  that  an  understanding  of 
the  nature  of  this  process  is  fundamental  to.  any  assessment  of  the 
financial  prospects  of  American  higher  education  as  a whole.  First, 
however,  it  is  impoilant  to  note  several  other  factors  making  for 
higher  costs,  all  of  which  are  related  to  the  increased  responsibilities 
which  have  been  accepted  by  institutions  of  higher  education,  and 
especially  by  the  nation’s  major  universities. 

Instructional  costs  are  affected  significantly  by  the  extent  to  which 
institutions  attempt  to  cover  a wide  variety  of  specialized  fields,  and 
one  of  the  noteworthy  developments  of  the  last  10-15  years  has  been 
the  broadening  of  curricular  offerings  and  the  establiSnnent  of  new 
research  programs.  Partly  in  response  to.  purely  intellectual  develop- 
ments (the  s^intering  of  some  fields  of  knowledge  and  the  development 
of  entirely  new  specialties)  and  partly  in  response  to  felt  national 
needs,  universities  have  increased  markedly  their  commitments  to  such 
relatively  costly  fields  as  non- Western  studies  and  biochemistry  and 
plasma  physics.  In  addition,  attempts  have  been  made  to  strengthen 
and  bring  together  those  disciplines  which  have  soniething  to  con- 
tribute to  our  undei*standing  of  the  process  of  economic  development 
and  modernization  and  of  the  problems  associated  with  the  urbaniza- 
tion of  our  own  country,  to  cite  just  two  areas  of  inter-disciplinary 
concern.  All  efforts  of  this  kind — which  involve  doing  something  more 
than  just  studying  traditional  subjects  in  traditional  ways — are  very 
expensive. 

^ Universities  have  also  become  more  conscious  of  their  responsibili- 
ties to  the  communities  in  which  they  are  located,  and  of  their  respon- 
sibilities for  aiding  in  the  achievement  of  national  goals.  Universities 
as  institutions  have  participated  in  programs  ranging  from  the  train- 
ing of  Peace  Corps  volunteer's,  to  the  staffing  of  summer  institutes  for 
secondary  school  teachers,  to  urban  renewal.  Individual  faculty  mem- 
bers and  administrative  officers  have  been  called  on  repeatedly  to 
assist  in  the  development  and  impleiiiciitatioii  of  ])iiblic  policies  in 
almost  every  conceivable  field.  Such  efforts  have  been  costly  in  terms  of 
time  spent  and  administrative  energy,  not  to  mention  unreimbursed 
costs. 

Even  in  the  performance  of  traditional  functions  within  traditional 
fields,  advances  in  knowledge  and  in  research  techniques  have  made 
it  increasingly  expensive  to  do  the  job.  The  rapid  rate  of  publication 
of  new  books  and  journal  articles,  along  with  increases  in  the  cost  of 
an  individual  acquisition,  have  caused  library  costs  to  soar.  In  the 
mo.st  recent  four-year  period  for  which  data  are  available  (1963-64 
to  1067-68),  library  costs  at  our  larger  set  of  case-study  institutions 
increased  at  a compound  average  annual  rate  of  19  percent — which  is 
equivalent  to  a doubling  over  this  period!  Another  calculation,  cover- 
ing an  earlier  time  period  and  more  “large”  libraries,  revealed  an  aver- 
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age  annual  increase  of  15  percent."  In  spite  of  these  rates  of  increase, 
there  is  increasing  concern  over  the  adequacy  of  many  of  our  leading 
libraries.*" 

The  emergence  of  the  computer  as  an  indispensable  tool  for  re- 
search and  teaching  in  fields  ranging  from  linguistics  to  high-energy 
physics  has  been  another  important  source  of  higher  costs.  To  be 
sure,  computers  are  a cost- reducing  innovation  in  the  sense  that  they 
make  it  possible  to  perform  operations  much  more  rapidly  than  would 
otherwise  be  possible.  Hence  in  the  case  of  research  work,  what  com- 
puters have  clone  is  not  so  much  replace  less  efficient  methods  of  nu- 
merical analysis  as  make  it  possible  to  do  things  which  otherwise  would 
have  been  impractical.  Thus,  by  permitting  new  departures  in  re- 
search and  teaching,  computer  technology  has  meant  increased  costs, 
not  cost  savings.  At  the  larger  group  of  case-study  institutions,  com- 
puter costs — excluding  capital  outlays — tripled  between  1963-64  and 
1967-68.  And,  lest  anyone  think  this  is  attributable  simply  to  a low 
level  of  expenditure  in  the  base  year  of  1963-64,  it  is  worth  reporting 
that  the  rate  of  increase  between  1966-67  and  1967-68  averaged  29 
percent  at  these  eight  universities. 

^ Still  another  factor  which  has  caused  increases  in  average  instruc- 
tional cost  per  student  is  the  changing  “mix”  of  the  student  body  at  the 
typical  university.  Graduate  students,  and  especially  Ph.D.  candidates, 
are  much  more  expensive  to  educate  than  are  undergraduates,^^  and  the 
share  of  the  total  student  population  made  up  of  graduate  students  has 
increased  markedly.  For  all  universities,  the  ratio  of  graduate  students 
to  total  students  was  almost  exactly  the  same  in  the  fall  of  1963  as  in  the 
fall  of  1955  (16.8%  and  16.3%,  respectively) ; but  for  all  private  uni- 
versities, this  ratio  increased  from  18.2%  to  23.9%  over  this  time  span. 
And  for  our  thi'ee  case-study  institutions,  the  percentage  of  graduate 
students  to  total  students  increased  from  45.7%  in  1955-56  to  51.3% 
in  1965-66. 

The  increased  emphasis  on  graduate  education  has  been  accom- 
panied by  an  increased  emphasis  on  research  at  many  of  the  major 
universities,  as  one  would  expect.  In  view  of  the  close  interrelationship 
lietween  these  activities.  Even  in  the  sciences,  outside  funds  have  cov- 
ered only  part  of  the  increased  costs  involved  in  supporting  this  larger 
research  effort,  and  in  the  humanities  and  social  sciences  Internal 
sources  have  been  called  on  to  provide  a very  high  proportion  of  the 
funds  required. 


» The  15  percent  rate-of-growtli  figure  was  calculated  from  The  Past  and  Likely  Future 
0/58  Research  Libraries,  1951-1980,  by  0.  C.  Dunn.  W.  P.  Seibert,  and  Janice  A.  Scheune- 
man,  Purdue  University,  1967.  The  figure  is  for  “large’*  libraries. 

Indicative  of  this  concern  Is  the  recent  appointment  by  the  American  Council  of 
Learned  Societies  of  a committee  of  scholars,  librarians,  and  university  presidents  to  pro- 
pose programs  of  action  to  meet  the  urgent  and  long-term  needs  of  American  research 
libraries.  The  study  Is  being  made  at  the  request  of  the  National  Advisory  Commission  on 
Libraries,  which  was  established  by  Executive  Order  In  September,  1906. 

“ It  Is  Impossible,  on  the  basis  of  the  official  figures  published  by  the  Office  of  Education, 
to  offer  any  overall  quantitative  estimates  of  the  relative  costs  of  undergraduate  and 
graduate  Instruction.  However,  a detailed  examination  of  expenditure  data  for  Chicago 
suggests  that  the  average  Instructional  cost  per  graduate  student  ranges  anywhere  from 
2 to  5 times  as  much  ns  the  average  Instructional  cost  per  undergraduate,  depending  on 
the  field  of  graduate  study  used  to  make  the  comparison.  The  University  of  Michigan,  In 
a statement  about  Its  proposed  1960-97  budget,  reported  an  average  cost  figure  for  Master’s 
degree  candidates  which  was  nearly  twice  as  high  as  the  comparable  figure  for  under- 
graduates and  an  average  cost  figure  for  Ph.D.  candidates  which  was  roughly  4 times  as 
high  as  the  undergraduate  figure. 
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('durational  pHK'ess,  and  that  ineivas(\s  in  the  scale  of  operati<iiis  of 
some  educational  iiiMitntioiis  have  led  to  iiinvased  oupul  ))or  unit  of 
lalN)r  input. 

•V  inucli  inoiv  important  p»>ssihility  for  the  fiitmv  is  of  eours(»  the 
us*  «if  television,  « «uni)ut(»r*assisii*d  iiistire  tion.  and  various  kimis  of 
teae]iiu|r  maehines.  The  futun*  implieat iou>,  of  thest*  ele<  tionie  ai<ls 
will  lH*eonsi«lenMl  later  in  this  pa|K*r,  when  we  hM/^ir*!  soiia*  projert  ions, 
However,  whih*  siieh  innovations  may  have  roii'^iderahle  applieahility 
at  ciMlaiti  h'Vels  «if  iMlucatioii,  it  ss'ins  unlikely  that  they  wiM  tvduie 
apptxviahly  the  time  faeiilty  ineMlNUs  must  sinaid  with  a<l\aueed  *>tii' 
dents  and  on  I li«*ir  own  rvs*ar^*h.  t h er  t la*  lon;:  rnn.  e\ «*n  if  the  nni\ er- 
Wert*  to  have  the  most  p|t»;rrt*ssi\»*  )e;t(iet>hip  aiul  weiv  to  siu^l 
many  <»f  their  e4uis*r  vat ive  hiaNes.  iIk*  imIiIs  Ms*m  fhni  iiuleed  that  thev 
ean  ho|K*  to  inatrh  the  tvinarkaM**  rt'Kuttl  of  pro<lneM\tty  ;5io\'tit 
a<  t«y  thc(^ouoiny  as  a whole. 

I l,f  rt  ^ aiul  All'!,  it  1“  tie* 

ahiVity  of  tin*  uni\’c;>jl i«*>^  to  k<***p  |*;ot*.  v«*ar  ,% lief  u*av.  u ii !»  e ’onoim  - 
tvido  pitf<lttfli\‘ily  y^atns  wln<h  <*nn*ial  f<*r  their  4*o-f  p(oiti<*n.  '(’o 
appn*'’iute  tiu'si*  relationships  it  is  n<v‘4«s>.ary  to  e4in**ider  in  ;.**i*neiM] 
i(*nnswhat  di(!etvniial  rates  <»f row  t]i  in  prt^|it<  t iiiiy  impK  for  i‘ki 
liv<»  e<ol>*., 

1v«  t u*^  iinajiine  an  (son^aut  ^Itt  ide^l  ii)i4i  iw4*  wsifU’s.  <»ne  in  t\hi«  h 
f»rt«!iuii\ it y is  ri«»ituf  and  ain^her  in  liieh  it  i«*  eoui.i ant . the  hf‘*t  prt» 
dii'  iii*^*  ant<uiiohih*s,  and  the  *'e<liieaii(«n“  <4h*liin*<]  Mcn<* 

atual^^tnt  <*f  students  and  knowh*d;,n*  »np)MiS(*  that  an  aiit4e 

pi*(ehi(1i4jii  4*iitpiif  |>f*r  mail  h<4iir  iii»  r'<'a‘'«*«*  at  an  animal  rale  i»f 
4 <*o1lipattMf  witfi  jt  7-«'ro  fate  uf  in-  rva-^^*  ill  tin*  ('diieatioli  it) 

dnsirv.  Now  . hi  ii**  askuroe  ihal  mone>  u in  t he  :mt<nii(*1h1e  im 
dmjtn  ;*■<♦  up  at  the  same  rate  a>*  | tro(in<  1 1\ it y in  that  in<1ii?‘lrv.  J 
me  in*^  flial  4-ar1|  ye.ar  the  lypie.al  aiit4*  a\<ir‘ker'«  wajt*t^  ;^<k*s  up  |»y  4 jter* 
4^nf . hill  ^ii|e4*  jii^  <4itlpiil  inefrases  hv  e\a*l1y  i1m‘  ^^aine  ls-r<^nt  I h<* 
laU^r  4 if  msijiifiniutati;;  a ear  will  1m*  imr1iai|;,md.  Tnii»  prtMfs^  r ail 

• aiiiliulie  imh  jinitely.  will]  Workers  e.aniitie'  timre  alul  moTW  <*ar1i 
year,  w ith  jM't* car  retiiaininr^^  slat i^maty.  aii<1  willi  m»  ja»«*  in  antir 
nn^tiile  pr;tr*e»vnefM*s^^ary  tomaitltain  ratiuprmv  Jitt  »flts, 

Hitl  wJial  ahoiit  the  fsliteal  ejn  imlitslrv  ? I IfO\  it  fat'es>  in  t1) iiiia;,»i 
nan  eeonoiny  iU'|m^ihU  oii  « hat  assiimj^li<*n  i!^  tna<le  ahoiit  the  relalir^m 
»hip  \ier.ii  inr'teasies  ii)  farailly  sjOarle*^  fltuwiIrMh  f(4f  tin'  sake  <d  frlnn 
pdir-jfy,  an  imle\  <(f  all  salaries  iti  ft.e  cMhieatioti  indiolftA  and  the 
ill  the  wa;r<‘*'  of  auto  wankers.  < h rf  the  hm;^  rmi.  it  is  pr<vlei 

1tl  . \ rt1rt\r»,n  rl  nUlim  in  « .Hki  t ^ 

Oir  *Sm»eMC‘  or  n If  Oliott^'ll  io  J lliiM  M 111  Vrf'H 0>v» 

«<rll4o)l{^.  •*1*011  O*  4(»i4  -tM'iwori'i*  4ihvr  m III!  IliiM'iHliOlit;*  •>1'»M  tM*l*l.»n>i 

0'««4imi(iiiii  f iiimm uuit*  iH  vii>>  Oin*i»a«»ri  itdMOtfi*  uir  viUiei'  nt  *ioietait»Hii|>  «mih 

)lililiim«»  lUM'l  no«*lol,«  IH  liner  1(  Infill  lliol**'  dlflli'ltM  4*i  Hm'iimH**’  0.»  .|«>i  Io.  t.i  W 1.i<  S >i  > 

*1^  41)tvMi  tili.MiiMI VI**  1»*  twt  1**r  I.ltiltr  iitmiMirv  «it1  «»f  Itiolll  IIJ  •m* 

It!  m |>l*«iaM«H  “ 44*m  htii.iof  ii  IM  ii  {*«  »»f  ••••M  >rM*t  •rOid«>IM  Ii»  h 1r  Oil 

Om*  II«4‘  irf  M OiUii  1**H<I  M•(l«•l  4*1  Odlik  4ltn<  4i»«-  odiM'|iO«»li  •»!  rlii.U'iiK*.  1*.  0,«. 

Ift|,ri0>nv«-  nr  H Illd'OitH.^  \*>  •rt^O»»l|Mt>  4na  4I'||*\  1>|H  M U till  4l*tili.  «t».nr  l.oV  oin 

e**»ii  Oil'  i>rU»4  * pi  nd  »•*»*.’  tif  *i  «,iie  •>i<«h1o  AUilonti  «li*ri.*m>  Oii  iu  Ui  ifi  in.*- 

nt  nailiO  4'iiIIm'I  4lmll  •Min»»H»'  1 Ai'll  U Mill »■•'l'0 0«s**  i {.UOsI  In  ii.lin'tMi*  rOi.1«.|iO  v *■ 

Mt»uu  vitiii  II  iiiri4»iiii'»  t*r  inii|nti  « > ei'«vM4«i,i  ui  i,»,»»ru»Mi , , v«ri  t(iMituniuv*  i.hin- 

lilifl  )I^-(MII  n \f  l\i  ho  lll«>|tll^  iilhUom*  lisiM  4«)  is  t'*l  •»t*'>»io|  ii«’'i«n^»  r l'l^  of 

lMi/l«*l*UlH  inn*  i Ui  ••o^•♦■•'^.^...^rt♦'l»ol  VMti  Oh  tinnmll  Um'  ♦••'!.  I ••♦i.-O  .4  «i  in.H 

• *f  «'d.i«'iiUMinii  ei'.iihn'l  rtofiliml  in  ,4  «i  m.«Ml  ^rimdiil'il  .it  i,iiiilM,>i  iHn » V «*tl  Imw 

fniM-  *tfi  ••oin  , 4ori  lit  I li'in*  InrWil.l  1 tiMi  lln  • ♦■♦irtr  n^dl'>o^  «‘M(  .'•>lte»M«  t/'ln  'Haii'liM  i«> 

• if  lillnv  !)(•  1»*l  ml'linolli  in  Iiminn  Mr.W'li  raM*>‘n«'  I tii‘  I r.l^(  I.o.r  lltr 

n•4l•)|>^  «4  lilt  Mlirti*  Iiriit.i  \Ott  i-jiin'liil  loini'  lull.*'  (ni(<1  «4  n4innU«.li 
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bly  most  rcasonnhlc  to  assume  that  faculty  salaries  increase  at  approxi- 
mately the  same  rale  as  wapvs  in  other  sectors.  (Between  1948  and  19G6. 
professorial  salaries  have  iiicnmsed  slightly  taster  than  earnings  of 
pro<liiction  workers  in  inaniifactiiring-^.8  percent  per  year  for  the 
former  and  4.2  percent  for  the  hitter.  However,  if  we  take  wither  1929 
or  19;J9  as  oiir  ba^  year,  we  find  that  faculty  salaries  have  increased 
somewhat  less  ninidfy  than  caniings  in  mamifactiiring.  It  was  during 
the  World  War  ll  ]>erioiI  that  the  relative  income  position  of  faculty 
niemlK'.rs  deteriorated  so  markedly.)** 

1 f the  salary  of  the  t ypical  fanifty  memliordoes  iiinease  at  an  annual 
rate  of  1 jiewnt,  so  f liat  his  living  standard  improves  along  with  the 
living  Kfainhml  of  the  auto  worker,  hut  if  output  per  iiinn-hoiir  the 
ediicaf ion  industry  nanaiiis  constant  it  follows  that  the  Inlmr  wist  per 
unit  of  (Hliicational  output  iniLst  also  rise  4 |)crcent  |>er  year.  And  thrr^ 
4^  fiofhtnff  m the  of  the  Kituatfon  fa  jjtrtrvrnf  edvrntionnl  rmt  per 

unit  of  prodnei  from  indefiutety  at  a earn  pound  rote  of  thin  tiorf, 

llic  [particular  nssiim|^.ions  included  in  this  analysis  are  of  course 
inen*ly  illustrative, and  flie minicriral  msiiltscan  l>ecliang(Hi  hy  assum- 
ing a ilifTemi!  rateof  |ir(Kliiclivity  increase  and  a diffonuit  niteof  in- 
cn*as<»  of  money  wagi^  in  the  notwHliicational  so<'tor,  hy  assiiiiiiiig  that 
faniltv  salaries  iiicivast*  at.  a s<uuewhat  ditTen'iit  rate  from  money 
wages  in  griienil  (either  faster  or  slower),  and  hv  allowing  for  some 
iiKiiMHi*  in  prtMliirtivity  in  the  field  of  (education.  Ihit  modifications  of 
this  kind  will  nc»t  alter  the  fundamental  jyiint  of  the  argument,  wliich 
is  tli.lf,  in  cTV?ry  industry  in  udtieh  inenoAeft  in  product ieitt^  come  more, 
dou  fy  than  in  the  economy  o*  o whole,  co^t  per  unit  of  product  vntAf  he 
i.rp<ci<d  to  tncryOKc  fyJotice  to  toa/a  in  (p  fwryd,  .NllV  pPO<iu<*t  of  this 
kinci— whether  it  Is*  a liaimit,  a ciistoiU'prx*pare<l  me.il,  a jMTformance 
of  a.  syniidiony  tv>ncert.,  or  tlie  islucation  of  a graduate  student — is 
Isuiml  to  UAcome  ever  more  exi>cusive  relative  to  iMtlier  tilings.*® 

Iliere  is  an  im|sMrlant  c»)milary  to  this  fundamental  iKunt : the  ex- 
tent of  the  incrr*am»  in  relilive  msis  in  those  industries  where  giiiis  in 
pnKliidivilv  are  hanl  to  olitain  will  v.irv  dinvtly  with  the  eccuiomy- 
wide  r.ife  of  increase  in  prodiiclivity.  I'liat  is,  the  faster  the  overall 
p«c(^  of  f<‘chnological  progress  and  capital  nccuniiilntion,  the  gn»ater 
will  tlie  iucrc*as<*  in  the  gv^neral  wagi*  level,  and  the  grr*ater  will  In' 
tht^  Hpwaril  on  c<ista  in  industries  in  which  prrKliictivity  is 

nmiv  or  less  Mationary.  Faster  t<vhnological  progress  is  no  blessing*  for 
the  lagganls,  at  le.tsi  as  far  as  tlieir  costs  are  oon(x*me<l.  And  in  tliis 


fg(c»  4 a f>er  Jirnf  frtf  mUHm 
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eoniiectiou  it  is  relovaut  to  note  that  output  per  inau-liour  iu  the  pri- 
vate sector  of  the  U.S.  economy  has  been  increasing  somewhat  more 
rapidly  in  the  years  since  World  War  II  than  in  the  earlier  part  of  the 
cenlnry. 


Tiik  lIisn)iciCAL  Kkcoud  of  Cost  Pr.u  Studext 

In  the  sixjcilic  Ciise  of  education^  figures  already  presented  (see 
Figure  li)  show  vividly  that  average  cost  per  student  has  in  f?ict  gone 
up  much  faster  than  costs  in  general  over  the  last  10  years.  If  this 
result  is  iu  good  part  attributable  to  the  productivity -cost  nexus  de- 
scribed above,  a similar  pattern  should  also  be  cvi'fent  for  earlier 
periods.  To  test  this  i)ro|)osition,  wc  constructed  an  index  of  cost  j)er 
student  for  two  of  our  Cijso-study  institutions  going  back  to  the  first 
decade  of  the  twentieth  century,  and  an  economy -wide  cost  inde.x 
covering  the  same  period.*  * 

The  resnltsai’c  plotted  in  Figiii’C  3.  Between  lUO.*)  jind  lOGO,  otir  index 
of  educational  cost  per  student  incrcfised  20-foId,  whereas  otir  econ- 
omy-wide cost  index  increased  l>ctwcen  3-  and  4- fold,***  As  the  graph 
iiHiicales,  neither  inde.x  nia relies  forward  at  a nice  regular  cadence 
(though  the  increa.sii  in  cii.st  jku*  student  is  clearly  steadier  than  the 
movements  in  the  camoiny-widc  co.st  index),  and  it  is  instructive  to 
.subdivide  this  long  period  into  sub-jxiriods  for  further  analysis.  Table 
contains  a summary  of  average  amnia!  rates  of  increase  in  cost  |>cr 
student  and  iu  costs  in  general  for  the  periods  of  the  two  world  wai*s, 
the  depiv.ssion  of  the  103U^s,  and  thri'O  ‘'uonnar’  peacetime  periods. 


>•  1‘rlntrion  nnu  V.niulprbllt.  for  Chlcajro  for  the  onrller  >*rarn  could  not  be 

obliilnetl  in  flnie  lo  Include  them  In  thU  mh  of  cnlculntlonK.  Untn  for  Clilcntro  are.  however, 
tncluiled  In  timt  portion  of  the  Index  covertnf;  the  pcrlo<l  104H— 40  through  10G5-OG, 

An  in  the  cakc  of  the  calculatlonji  reported  earlier.  meaKurcB  of  direct  coit  per 

Ktudent  were  c&lculatcd  at  each  InutltuUon  b]r  dlvldlni;  expemSlturen  on  InNtructlon  nnd 
drpirtneatal  rf^Bcarcb  bjr  total  enrollment.  note<l  earlier.  It  would  have  been  better  to 
dmde  exiH'Ddttrarra  on  iDNirucllon  and  dcnorUneutal  rere.arcb  plut  applicable  indirect 
ro»tM  by  enroll ;up Jit,  but  there  w.nn  no  wnv  tc  eifllmate  the  Indirect  c»iKtti,  .Since  *mr  concern 
here  I*  with  tremU  in  coitn,  not  In  tbrlr  h'veV  at  any  iHdnt  In  time,  our  in.iblMiy  to  Include 
indirect  will  not  mntltr  mi  loni;  on  the  ratio  of  dln^t  to  indirect  oiatw  haft  not  varh^l 

NyBtcmntlcally  over  the  i>erlod  In  queidlan.  It  fcema  unllkelv  th.H  anv  auch  enrlnliont  have 
b^D  either  larce  enouen  or  vyKieuiatlc  enotiitli  to  afTcot  the  ^cnersil  onler  of  ibc  resuKa. 

The«>«  dollar  ihtureN  were  then  expreioied  na  Index  niimbern  for  each  InatltuMon.  Tte 
Un  »tep  In  the  calculation  wa«  to  tiveraire  (he  Mfiarate  lnde:;eK  (u  obtain  tbe  overali  Index 
plotted  on  the  flirun*.  In  order  to  combine  the  fif;ureii  for  (Hilc.’ifro.  which  cover  only  the 
latter  part  of  the  perl<M|.  with  the  Irolexeit  for  the  other  InKtitntlooH,  die  x.ilue  of  the 
Chleaeo  Index  in  wan  iiet  equal  (o  die  axerace  of  the  Frlneeton-Vanderhllt  IndexeK 

in  lb«*.  year.  ThU  eervee  to  prevent  fiur  overah  Index,  which  li*  meant  to  idiow  the  rate  of 
rhonpr  in  co«iii,  from  lielnjt  affected  by  dlfferenmi  In  the  level  of  coau  between  InalltullonK. 

*»*lhe  econowy*wide  coi»l  In.lox  U the  Impllrlt  |»rlee  dcttaior  for  the  irroiM  national 
prod*iCt  for  the  yrara  dnee  1020.  For  years  prior  to  1020.  we  u«h1  the  wboletutle  price 
ThiTe  U no  |)ure  ookt  Index  ovallntde,  utid  mi  xxe  htul  no  choice  but  to  euli^dtute  a 
cenernl  price  Index.  For  our  puri»oiiea.  bowexer.  thU  ehouhl  be  quite  Mtlafactory.  elnce  a 
price  Index  will  move  dlffereatly  from  a cimt  Index  only  If  the  ratio  of  price  to  proOt  per* 
unit  cbnni^« ; and.  over  the  lorn;  period  covered  here,  cbntu:ea  In  tbU  ratio  have  nurcly  not 
been  wuOliiendy  draetlc  to  produce  anything  aii>ronelilne  n eerloini  dlMortlon  In  die  trend. 

^Thtii  itrapU.  Uke  Ftmire  1.  It  idxitUnt  un  n M^mPloenritUmlc  wcalc.  which  eervea  to 
rompre^ii  aliMdute  differenceii  more  ebandy  the  hUher  up  the  licale  one  iroen.  licnee,  at 
0r»l  blUMi  It  moy  mil  look  aii  If  the  dlffen  ncea  In  the  JPoC  vnluea  of  the  two  Itidexea  are 
ihi«  ercaU 
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Figure  3 


Direct  Costs  Fer  Student,  Compared  with  an  Economy-Wide  Cost  Index,  1905  ■’lOO 


06  10  15  20  » 30  ' .‘36  40  45  60  55  60  66  " 

Fbetl  Ymts 

Table  2. — 7’rcnd«  m dtrcci  cesfs  pn  student,  conipared  with  an  economy tcidc  cost 
index t selected  periodSf  1905-66 


Avciago  annuiil  pcrc<mtaco 
Incrcoso  (compound  iate)> 


Time  |)criod 

Direct  costs 
per  student 
at  Chicago- 
I’rinccton- 
Vanderbilt » 

Economy  wide 
cost  index 

Long-period  comparison:  loGS-GG 

NVarllmo  inflations: 

1915-20 

2.1 

4.0 

1940-48 

I)cPic.ssions:  11*30-40 

0 

*~1. 0 

"Normal."  l^caoctimo  t>criods: 

PJ05-15 

1.5 

1.5 

o o 

lWO-25* 

7.7 

1919-66 

» Calculated  botwoon  terminal  yeor:<. 

< As  explained  in  npp.  table  1,  Chlouro  is  included  in  the  nverogo  only  lor  the  years  since  ID&S*5G. 

>Tho  rate  for  the  cost  index  is  based  on  the  years  IU21  to  to  ovoid  using  llCX),  when  ih^ro  wos  on 
exUoordlnory  peak  In  the  scrl<^,  os  o termlnol  year. 

Kourre:  Seo  opp.  table  1 of  tin*  Cnrnoglo  Conmdj<8ioit  paper  for  sources  of  data,  doflnl- 
tioiiK  of  concepts,  mid  Uiu  vidtics  for  each  year. 


Only  in  (he  cn.sj  of  (In'  war-time  j)erio(l.s  does  the  eooiiomv-wide 
cost  index  vi?e  more  rapidly  than  the  index  of  edneational  costs  per 
htudents  An  important  part  of  the  explanation  for  the  unique  wardimo 
pattern  is  that  univei*sities  simply  do  not  use  many  of  the  commodities 
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(especially  raw  materials)  whose  prices  are  bid  up  so  rapidly  when 
wars  occur,  A second  considera/tion  is  that  earnings  in  most  salaried 
occupations  are  notoriously  slow  to  respond  to  rapid  inflationary  or 
deflationary  movements — they  are  “sticky”.  As  has  already  been  noted, 
this  is  an  apt  characterization  of  faculty  salaries  during  the  World 
War  II  period  and  its  inflationaiy  aftermath. 

For  these  two  reasons,  one  might  have  expected  university  costs  to 
log  behind  costs  in  general  during  war-time  inflations — biit  our  index 
of  educational  cost  per  student  was  actually  loxoer  in  1948  than  in  1940, 
and  the  considerations  noted  above  certainly  do  not  explain  this  result. 
IVliat  does  explain  it  is  the  exitraordinary  increase  in  the  student  popu- 
lation which  occurred  after  1945,  when  the  veterans  enrolled.^®  This 
enrollment  bulge  was  accompanied  by  a significant  drop  in  cost  fershi- 
dent.  partly  because  some  genuine  economies  of  scale  were  achieved, 
and  partly  because  institutions  adopted  all  kinds  of  temporary  expedi- 
ents to  cope  with  what  u*as  an  emergency  situation.  The-  leveling  ofl’ 
of  increases  in  cost  per  student  between  1954  and  195G  can  be  explained 
analogously,  in  terms  of  the  flow  of  Koi'oan  War  veterans  into  the 
nniveisities. 

It  is  the  “normal”  peacetime  j^eriods  which  are  most  important 
from  the  standpoint  of  understanding  the  basic  cost  I'elationsnips.  In 
all  three  such  periods  for  which  we  have  data  (1905-1915,  1920-1929, 
and  1949-1900),  cost  per  student  rose  substantially  inoixi  than  our 
economy-wide  cost  inde?;.  Indeed,  the  remarkable  tiling  about  our 
results  for  those  three  peacetime  periods  is  that  the  numerical  values  of 
the  compound  growth  rates  for  both  onr  economy-wide  cost  index  and 
our  index  of  cost  per  student  are  so  similar— the  former  ranging  from 

I. 5  to  2.2  percent  per  annum,  and  the  latter  ranging  from  7.5  to  8.1 
percent  per  annum. 

The  general  conclusion  to  bo  drawn  from  this  analysis  is  that  the 
available  data  are  strikingly  consistent  with  the  proposition  (devel- 
oped in  the  previous  section)  about  trends  in  the  unit  cost  of  education 
relative  to  the  unit  costs  of  other  goods  and  sendees.  Tli©  fact  that  cost 
per  student  increased  so  much  faster  than  costs  in  general  over  the 
two  pre-Workl  War  II  periods,  as  well  as  over  the  more  I'ecent  period, 
suggests  tliat  we  are  observing  a patteni  attributable  to  relationships 
between  productiidty  and  costs  wnich  ai*c  deeply  imbedded  in  the  eco- 
nomic order. 

There  is  also  an  interesting  conclusion  to  be  drawn  from  the  rela- 
tionship between  the  size  of  the  average  rate  of  increase  in  co^  per  stu- 
dent and  the  inagnitudG  of  the  average  rate,  of  increase  in  faculty 
salaries.  We  noted  earlier  that  faculty  salaries  have  gone  up  at  an  aver- 
age rate  of  just  under  5 port  ont  per  year  .since  the  end  of  World  War 

II,  and  we  now  sc©  that  over  this  same  period  cost  per  student  has 
increased  even  faster— roughly  7-1/2  percent  per  year.  The  simple 
analytical  model  described  above  implies  that  if  there  were  no  increase 
in  output  per  man-hour  in  the  univei^itics,  and  if  the  “product” 
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turnod  out  by  the  universities  did  not  changej  cost  per  student  should 
increase  at  about  the  same  rate  as  the  faculty  salary  scale.  The  fact  that 
cost  per  student  has  gone  up  faster  than  the  salary  of  the  typical  pro- 
fessor means  that,  whatever  increase  in  output  per  man-nour  has 
occurred,  it  has  been  more  than  ofl'set  by  forces  making  for  a more 
expensive  educational  product  (increasing  coverage  of  specialized 
fields  and  an  increasing  proportion  of  graduate  students  Being  two 
such  forces).  Thus,  part  of  the  increase  in  cost  per  student — ^perhaps 
one-third — can  be  regarded  as  reflecting  the  costs  of  a more  elaborate 
(and  presumably  more  valuable)  educational  product.  Unfortunately, 
however^  expenditures  of  this  kind  do  not  finance  themselves  any  more 
automatically  than  expenditures  which  serve  simply  to  enable  institu- 
tions to  maintain  past  programs.-*^ 

CoMPAiaxG  Cost  Ixcreases  ix  Major  Priva'it:  Universities  With 

Cost  Increases  in  British  Universities  and  in  All  of  American 

Higher  Education 

Now  that  we  have  considered  in  some  detail  the  factors  responsible 
for  the  steady  upward  trend  in  cost  per  student  at  our  illustrative  set 
of  major  private  universities,  it  is  informative  to  compare  the  experi- 
ence of  these  institutions  with  trends  in  cost  per  student  for  two 
broader  sets  of  institutions : British  universities  considered  as  a group 
and  all  institutions  of  higher  education  in  this  country.  Because  of 
data  limitations,  these  comparisons  are  confined  to  the  period  since 
the  end  of  World  War  II.  The  figures,  expressed  in  index  number 
form  to  facilitate  comparisons  of  rates  of  increase,  are  shown  in 
Figure 

At  least  as  important  as  the  differences  among  these  institutions  is 
the  one  basic  point  of  similarity : cost  per  student  has  risen  steadily  for 
all  three  groups  of  institutions,  and  at  a considerably  faster  rate  than 
costs  in  general.  Economy- wide  cost  indexes  for  the  U.S.  and  for 
Britain  have  been  left  off  this  figure  to  avoid  clutter.  We  saw  earlier 
that  in  the  U.S.  costs  in  general  have  risen  about  2 percent  per  year; 
in  Britain,  the  average  rate  of  increase  has  been  higher  (over  3 per- 
cent per  year) , but  this  rate  of  increase  has  still  been  far  smaller  than 


20  The  (llfferGnccs  between  the  growth  rates  for  eost  per  student  nnd  for  avernge  pro- 
fessorial salary  can  also  be  interpreted  as  retleeting  ever  inereasing  waste  and  ineffieleney, 
rather  tliun  a more  valuable  edueatlonul  protluet.  But  It  seems  doubtful  that  even  the 
harshest  erltic  of  the  ways  universities  mnnage  their  affairs  would  argue  that  Ineffideney 
has  been  Inereasing  ever  since  World  War  II  at  a compound  rate ! 

The  Index  for  Chicago-Princeton-Vanderbllt  shown  here  Is  the  same  as  the  Index  shovrn 
In  Fl^re  3 except  that  It  1ms  been  converted  to  a TJ48=100  base.  (Note  also  that  Figure 
4 Is  drawn  on  a regular  scale,  whereas  a semi-log  scale  was  used  in  Figure  3.) 

The  Index  for  Britain  is  based  on  aggregative  data  for  all  British  universities  receiving 
Treasury  Grants,  presented  In  University  Grants  Committee,  Returns  From  Vniversities 
and  University  Colleges,  various  years.  The  cost  per  student  measure  was  obtained  by 
dividing  expenditures  on  what  Is  called  “Departmental  Maintenance”  (Includes  salaries 
of  teaching  and  r^eareh  staff  plus  costs  of  maintaining  laboratories,  lecture  rooms,  ete.) 
by  the  number  of  full-time  equivalent  students  (eountlug  2 part-time  students  ns  1 
full-time  student). 

The  Index  for  all  Institutions  of  higher  education  In  the  United  States  Is  based  on 
aggregative  figures  published  by  the  Offloc  of  Education.  The  measure  of  changes  In  cost 
per  student  for  this  whole  set  of  Institutions  was  constnicted  so  as  to  be  as  comparable 
as  possible  with  the  measure  for  each  of  our  three  case-study  Institutions — that  Is,  current 
expenmtures  on  Instruction  and  departmental  research  were  divided  by  total  enrollment 
(opening  fuli-tlmc,  degree-credit  enrollment). 
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the  rate  of  increase  in  cost  per  student.  This  result  is  precisely  what  the 
logic  of  the  argument  concerning  the  relationship  between  pi*oduc- 
tivity  changes  and  cost  increases  would  lead  us  to  expect,  and  the  fun- 
damental  natui’e  of  this  source  of  pressure  on  educational  costs  is  re- 
vealed clearly  by  the  presence  of  this  pattern  in  the  data  for  all  British 
univei^sities  and  for  all  institutions  of  higher  education  in  the  United 
States,  as  well  as  in  the  data  for  Chicago -Princeton- Vanderbilt. 

In  terms  of  size,  rates  of  expansion,  and  general  characteristics, 
the  British  universities  probably  have  more  in  common  with  the  major 

Figure  4 

Increases  in  Cost  Per  Student- at  Chicago-Princeton-Vanderbilt, 
at  all  Institutions  of  Higher  Education  in  the  United  States,  and 
at  all  Universities  Receiving  Treasury  Grants,  194E-1966. 
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Source:  See  note  in  text. 
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l^rivate  universities  in  this  country  than  with  our  system  of  higher 
education  as  a whole  (which  of  course  includes  two-year  institutions 
and  liberal  arts  colleges,  as  well  as  the  large  state  universities) , and  so 
it  is  perhaps  not  surprising  that  the  cost  index  for  the  British  univer- 
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sities  behaves  more  like  the  index  for  Chicago-Princeton- Vanderbilt 
than  like  the  index  for  all  of  American  higher  education.  The  fact  that 
the  cost  index  for  the  British  universities  has  risen  even  faster  than 
the_  index  for  Chicago-Princeton-Vanderbilt  is  probably  explainable 
mainly  in  terms  of  the  somewhat  faster  rate  of  increase  in  wages  and 
prices  in  general  in  Britain  than  in  the  United  States. 

A detailed  analysis  of  the  reasons  why  cost  per  student  has  risen 
faster  at  Chicago-Princeton-Vanderbilt  than  at  all  institutions  of 
higher  education  in  this  country  (the  respective  average  annual  rates 
of  increase  are  percent  and  5 percent)  is  plainly  beyond  the  scope 
of  this  paper.  However,  there  are  certain  strands  to  the  ex^ilanation 
which  are  directly  related  to  our  previous  discussion  of  the  reasons  for 
rising  costs  at  the  major  private  universities. 

To  begin  with  a negative  observation,  we  know  that  the  explanation 
does  not  run  in  terms  of  differential  rates  of  increase  in  faculty  salaries. 
The  AAUP  surveys  cited  earlier  suggest  that  rates  of  increase  in  fac- 
ult}^  salaries  have  been  remarkably  unifonn  among  broad  gi’oups  of 
institutions. 

It  was  noted  earlier  that  the  rapidly  increased  costs  associated  with 
graduate  education  and  research  (exclusive  of  “organized  research”), 
and  with  the  increased  emphasis  on  these  activities  at  institutions  such 
as  Chicago-Princeton-Vanderbilt,  have  I’equired  considerable  increases 
in  expenditures,  and  these  factors  no  doubt  account,  in  part  at  least,  for 
the  somewhat  faster  rate  of  increase  in  cost  per  student  at  this  set  of 
institutions.  The  costs  of  graduate  education  and  research  at  the  major 
state- supported  universities  have  of  course  been  subjected  to  exactlj 
the  same  pressures.  However,  this  rapidly  rising  component  of  expendi- 
tures has  been  (and  is)  small  relative  to  total  expenditures  at  the  major 
state  universities  because  of  their  extremely  large  undergi*aduate  en- 
rollments. If  it  were  possible  to  compare  trends  in  costs  per  student  ai 
the  graduate  level  alone^  one  might  expect  to  find  very  similar  trends 
for  the  major  private  and  major  public  universities. 

Another  part  of  the  explanation  for  the  different  rates  of  increase 
in  cost  per  student  may  be  that  at  the  undergraduate  level  there  has 
been  less  of  an  increase  in  class  size  at  the  major  private  universities 
than  throughout  higher  education  as  a whole.  In  this  respect,  the 
situation  of  at  least  some  of  the  major  private  universities  may  be 
most  like  the  situation  of  many  liberal  arts  colleges.  It  has  not  been 
possible,  however,  to  include  any  systematic  investigation  of  this 
question  of  changes  in  class  size  in  the  research  done  for  this  paper, 
and  so  this  “explanation”  must  be  regarded  as  purely  conjectural. 

There  is  a final  point  to  be  made  about  the  differential  in  rates  of 
increase  in  cost  per  student,  and  it  has  to  do  with  the  effects  of  changes 
in  the  distribution  of  students  among  institutions.  The  composite  in- 
dex of  cost  per  student  for  Chicago-Princeton-Vanderbilt  was  built  up 
fi*om  data  tor  the  separate  universities  so  as  to  prevent  changes  in  the 
relative  size  of  these  institutions  from  affecting  the  measure  of  average 
increases  in  cost  per  student.  The  data  for  all  of  higher  education,  on 
the  other  hand,  are  aggregative  data,  and  so  are  affected  by  changes  in 
the  relative  numerical  importance  of  different  institutions.  Thus,  still 
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another  part  of  the  ex2)lanation  for  the  slower  rate  of  increase  in  this 
aggregative  measure  of  cost  per  student  is  the  fact  that  there  has  un- 
doubtedly been  a tendency  for  enrollment  at  the  less  expensive  insti- 
tutions to  grow  relatively  rapidly.  There  is  evidence  to  suggest  that 
this  consideration  does  not  explain  all  of  tlie  differential  rate  of  increase 
shown  in  Figure  4,^^  but  it  certainly  explains  some  part  of  it. 

This  completes  our  analysis  of  trends  in  cost  per  student.  We  turn 
now  to  the  task  of  making  some  crude  projections  of  future  expeditures 
at  our  “representative”  major  private  university. 


The  task  of  projecting  the  course  of  educational  expenditui*es  is 
usually  approached  in  two  steps : (1)  project  average  cost  per  student ; 
and  (2)  2:>roject  futiu’e  enrollment.  This  is  the  procedure  followed  in 
arriving  at  the  exti*emely  crude  figures  presented  below,  but  it  should 
be  recognized  that  it  suffers  from  the  defect  of  being  based  on  the 
assumption  that  average  cost  per  student  and  the  number  of  students 
are  independent  of  one  another.  Tins  is  clearly  not  true,  even  in  the 
long  run,  but  to  deal  successfully  with  the  relationship  between  changes 
in  me  size  (and  composition)  of  the  student  'body  and  cost  per  stu- 
dent would  require  a much  more  detailed  analysis  than  is  possible  here. 
So  long  as  enrollment  continues  to  increase  at  a fairly  steady  rate, 
more  or  less  consistent  with  the  rate  of  increase  characteristic  of  the 
period  used  to  estimate  trends  in  cost  per  Student,  our  inability  to 
distinguish  a “pure”  estimate  of  cost  per  student  (assuming  no  change 
in  enrollment)  from  the  trend  estimate  (assuming  some  increase  in 
enrollment)  will_  not  distort  the  results  appreciably.  However,  if  a sig- 
nificant, unanticipated  slowing  down  in  the  rate  of  increase  in  enroll- 
ment should  occur,  we  should  revise  upward  our  anticipated  rate  of 
increase  in  cost  per  student  to  reflect  the  loss  of  some  economies  of  scale. 

The  simplest  way  of  projecting  average  cost  per  student  is  to  extrap*- 
olate^  the  rate  of  growth  wliich  has  jjrevailed  in  prior  years,  and 
this  is  the  tack  taken  here.  We  sliall  assume  that  average  cost  per 
student  rises  at  the  (compound)  rate  of  7%  percent  annum 
through  1975-76  (the  terminal  year  for  these  calculations).  One  justi- 
fication for  this  key  assumption  is  the  extraordinarily  persistent  way 
in  which  direct  costs  j)er  student  have  increased  at  roughly  this  rate 


23 For  example,  excludinfr  two-year  institutions  from  the  figures — and  thus  eliminating 
the  effects  of  shifts  toward  this  relatively  Inexpensive  form  of  higher  education — makes 
less  of  a difference  than  one  might  have  expected.  The  rate  of  increase  In  cost  per  student 
at  all  4-year  Institutions  of  higher  education  is  very  similar  to  the  rate  of  increase  for  all 
higher  education,  and  Is  still  much  lower  than  the  rate  of  Increase  for  all  private  uni- 
versities. 

23 Expenditures  on  organized  research  are  excluded  from  this  discussion  because:  (a) 
their  future  magnitude  depends  heavily  on  special  consideration  which  are  hard  to  In- 
corporate Into  statistical  projections ; and  (b)  they  are  largely  financed  by  earmarked 
funds  and  so  have  different  implications  for  general  university  finances  than  do  other 
e^endltures.  This  is  not  to  say.  however,  that  the  financial  health  of  a university  is  not 
affected  significantly  by  Its  organized  research  activittes.  Recent  cut-backs  In  the  rate 
or  iccrease  of  research  support  for  science  have  affected  both  the  scientific  capabilities 
of  universities  and  their  overaU  financial  position.  The  adverse  effects  on  general  finances 
are  attributable  in  large  part  to  the  difficulties  of  reversing  decl^ons — ^for  example,  to 
olr  condition  space  need^  for  government-sponsored  research,  to  improve  accounting 
procedures,  and  so  on.  The  associated  Increases  in  operating  expenses  must  still  be  met 
even  though  there  is  a reduction  In  income  anticipated  from  sponsored  projects. 
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'll  ih  })th»miii||i  iiMiHUMk  «)*  ‘♦III)  uflfu*)(f'  irt  imnniii*  ii*  miviiitiMuht  ni  «y**n  ni  rin- inho 

4|iiinint  it4tl  |ii>»l4nt^i'  ‘hi  IwW  linU*ii^>«(ihf  tii4i«4ntii*l  #>lit«Hi  ttiuxt^rt 

4m  liiiiiViHtt*  jiiii  ttiniint*  \ iiHhti;  4<iif  viinr  hf  <in'  int'iiihinl  ti»i'  t'lni* 

li^  <«».  vnli  tit  4i4«>fim«r  In  i>t>44f  )»nt  ntniimvl  will  v>tf*inM4*r  4iin  hiV*  ni*  iNtCihiMi 

1 1 4Mn>  '«’l»i‘i  ♦ «it  jf»o^*»i>v.«  4MM’  jkfiHtr  Vi*iiir^9  n iHiMiir  tiptni}  In  tin'  44lMM>in>i 

f^  *d«i  flMn'  r*x  nnihilfVijnl  iiMivnpmitiM-  %n  ♦».4'l<i 

^ivnpvn«i4  tHNiii^v«nij»  4in*.  >lt  4»\*v*rt  ♦tlii‘h4t4^rt*  ♦«>  tl***-  tlit  ^nunuMil  ♦n»4> 

4)iHtfHnilt4lli|^  01^  4*.  iif  nit.tftfthlf  ^itWt'  <4^  n IrtI  4firt  t||t*n  n •t^'l  tun 

iiU  ‘>a1|n)  4imn!Vv  ntiM  ^itittvit^  *w  fitilluf^i  l|H>ni^4iu>D  4H  »li<*  Hifew 
HiMifloh  ./4nHnnn^f«n/^#.  nr  fill'  Mmit*i«>nh  «<nrinft*>ni  AMutitiitMoh  Mm  nttio -rtn  ;|tntmt  ut  c^iititiit 
ftfifi  ilh'ninmh  4h  rlitv  V'liiiiini: 


Him  \ \»'iii!  } rif^^*i»n:tt>  I'^■IUI  :ihlirj#T\  ^ Ii1*< 

•t«»f  iiMcmmct  : Mul  M ir  N U<'>lrU(^lA  Hf*l  U\t  ■rurf4^^  ) fhiri  M fiirh 

JiMA'p  }|M(1  lfi  |mi  ifiM'Mirv  int'tnlK^rs  wH  iintil  Vh  J'J  1:|'M i li ' n^r  in 

■>»i»Mi»hi  V,  jll  M<' Inf  ri*  w I’h.H,  «>  m un  « fln/i  in 

1 funiill  u-^  .^11  m mIL  iI  Hiu'iinr  nnliln  lv  :»iil 

\'  t(  t'l:^•  li«>:  i.hii*  4 [Iin  t't'ni  fM'f  V*'m  » , m?m  I f hr  prve>nni 

i'Uiv  u\M\  \*  n(t  t|c.<  t(^|(  rfnt  M • nc^/i  l|‘ht  ;» » I'Mlr  n4 

«>•  <lf?lllhl*V  N liM  ^^KiW^V  1 I'mIi**^  r;j  trifT»*l>U-*W  'lift)  T^U'  1m:« 

vnl  M I y«»M  ( ^ *,  ^11-  S H |'*j,  I*  Mt'i  «n  M^^nv  'fell  rrf  e'Mf 

I'tnil  ti|rv  Ml'd  rin  if  ik’ii'H  \ 

<4  iVt^n  1 ht>  ii|  rpm^-ltniif <>  nf  liti^  p.m  ineM  hrin^  iriiK'lr 

hi*A*f‘,  -xS  \*c>u14  n1  :i|K‘rK«U  I Cl  M H I'l'tlHtM'*'  <’m1 

|^ttlnl.lOl^^  ni^munt\y  tlml  :|MnnH  \ :<MlMi’U‘i  mu  4 juM’e'nnl  ii  y«*Ml 

f’|ii  l|iM  -i  Wn  ti  v 3 It  Ml : h|v  mImhi!  1.1u‘  nl'illn!  c^I 

l UcU'  'i.ht'  X .v’ciuU'l  ^Mnnn  h , ’.iic'evi  t'ni  :il  l^  i ii;;|  mi’l  u hl  n 

I'nmninlMtl  I ^Htl  ?flie*i/hy  mriimns  c’ln  rinj  f»nir  ;|inHi  hTl  r>j  ihi'  :>M'l|rry  I HK‘lp»l . 

‘^\i'nli  jj  ifin'lih  V Ml  M ViH!\r  ^iinvi'i-f  l-hMti  .It  'pUJ^Ij 

H c|fK*>» -htil  fciTlnw  ihiil  iie»n  ifM'nrHy  r^niiiij'tccc  vtll  w liV»  iMe'i'«*n«t' riip 
i^Ma  rh -I  iu'  tu(  lliMh  Sm^'o  ih  ilit*  jihfll  1 ' h fniH  tiimli'l \ ^ tin  c1i» 

ImIimI  f tt4oi*iciitt  irifi  an  frieifi  1 imn H ^ ^il^lMl'u^^  l^  tM  iniM^tlc.  Iiid  ^‘i^rn 

1 hill  rh:ll  li  til  mi|f  n|  ht^*'hi';f HeltinMliinM  hlM*«*  lK»nt|  In  ih 

1)|I’  V in£yii>  ti^  Ue'ittMiilHH'Ml  i v«'^  rihtl'if'lil*  iiIkI  allii^l  Mtrpj M MM  i 

Hful)  itifri  lK*f*lii|:v'  nf  wiiv  fif  In  "rIrM  h*‘ 

mtfciJilA  tKM;Mtl»t’  r)|  iVnirtirMli1  i»c)hti|;l‘M  iUli>,  A:  hi  c'Wt|  <»Oh 

1ihm‘ 1 r>  il  Ii  th!l  n th  lilt*  ^tinh  ?f  M<*tt  lly  jHM’rinhhnl  i hry  tumel  v il  lmiil 

tiif'tf‘i»Mnit||^  SMliiif^v  5<f*iil««'  j*-  nh  o|mh  ^pi<t:4rinh,  ,.\tic5  nti  ^ti: 

ihmmI  Io  fiwy  noihjn^ljrM't*  «iiliu*inc'  in  hf;h  ^iK^wlly  jicM'skUituJ 
cntilfl  tlhMT  1 huh  oRritil  lUl  V ijimfltUirv  1h*»  I’lHit*  fl|  :>h  ittotaUy 

I'  tilM  hnPincH't^^  liu‘  i Uifiiil  tcihwi'V  | nt  1.hi'  1«H!  1 \^  n 

yt»M4‘^^  M‘h»nh  nlV  irmit*  M|>|ili1*i^h1  hov  lihnh  hnh  iht*  |r!*njii.nl  ifih> 

4i'fpfii*l<*t1  1inln\^  A^'iiv  rii'irtThMTI\  hwAr  ith  iHhpoHnirt 

f'ohs  i^i'iriil  loh  tii  |kVI  k'v>  I'M  a u‘\\  nf  i hi'  :iin.i»i»u24*‘>  in  f»ni4* 

Mild  ih  lihi'  ruU'^  of  jniy  nf  5MM’«oh^  ih  oPhii  24*»n!nl*>  nf  the*  nftcni'ih-iyj  :H 
^^^inlh^  hhltki'ly  i<hn1  ihe*  nveM'iil'l  J’lilo  nf  :tii<-f'nu:<t'  nf  tihiViM'Mly 
c'Mh  1k'  ile^1c1  <i  |K•.t'<^thl^  Ilf  1hw«f  n'e:f  hho  tirSil  imd  il 

ihH  V Ik*  h i^‘he>l 

4‘linffiiM  1.1  i Mx«tttrrpfirri  lichttid  1 liu  pl»f<;fi»f»lmj  j,  pfM'nnhl  pf'l‘ 
Miihtthi  rh  firiiil  piM  nlmlrh'l  l^  ifnil  1 w ill  •«'  he4  d rntniil.n' 

< hiihjffi*^  iti  fhh  imI tie'Ki  n ihiil  |M‘<ini*»  v hi?  h \\  il  l^  if  h;ti  1 iirJ  lif'lil  1 yl'll■f’^J| 

hlfttf'  ii.ppf*«»<‘tn1Vly  1*hfc‘  .hjsfir+l'n'iti  ^nlf  itic  rcMiJK*  iti  nuljnrt  pm  ihuti 
fimif,  f :|*iMi«n>  iti  <1MS^  {'.t>',t»  fiiMH  :hn  dnhlil  IkuMi  I'hh  priiu.ifml 
of  sit*f>uritij;*  ih  oirtpui  jK'.r  tnntidunir/*'  imd  ihty 

^ tt'ii  4 viif>i  >)it*inmiNMt  Am  iiinmi  An  ai*K 

■IMKMAmMII  If  A|>  iiMMillir  iriHtI  4iir  4ll||fli>ii1  In  4ic>  iltnn»  iiHil’im  |I»  'lIMKtli  4tliH  4<it}i 

viM<im»v  4t«i  >M)U*itt  nnumiftoiiHi  ni>  1u'  iiHii  1i«  1mm>m  Am  « ^miKtior  nlmtii 

i«t  iiMWilA  Hid  IMmiid  4»i  oiiil»vMii>4  Hi  4iir  nii|  uoinviM^fsi^i^  iH'»4  41id  4*til«iUi»iMrtiii)i 

tliKwiMlM  0|mi>  ntMD  ikUi)  UMfilHf  AnHiMHil 

AllU  AtKlMt  Atw,  41  «Hki  iHMMitt  Ai)  IUMMK4 

ImKMA,  Amomdkkih#  oi«ii»  «Kn*>  AiHih,  v>Hit\r  %d  |h>  4mmhn4|Hu4  «tMiM»  n«^ 

4m  4tl»  Olilil44»  I#  oil*  «MAuO|U4iKftM  4>n»MlK«4  |ii4f)  UnuKHKliAaAl 
tMiHHUiitiMi  4M  AM  ilf  Afl»  ilf  «RMAa|it«  -(AHMiA  tM  fUA^|> 

4im>Aiif  am  A A4$MKi4umiA  frtr  aAim  of  rt*a  tionf^* 

Alw>  MV»«M4  ATMM  fK«  AMAMAimm? 

IIOMID  aIHMII  am  M A'MMWII  «K  ^MlWOf  CAAIM  ^OM'aVOTt  4lA«MM  WD  AHI  .||H4»M|)mIi»4  AM 

|>M*)(}tffiiAhf  Al>Hd  OIMIA,  A^iIa  4ftlitlliO>AAi>f;i  H AMlA  4m|M>HAMl>M,  AM^MflAKlnir 

iAMm  «4m«>  Am*m  AIim  MMKia  f»f  Alia  «Ar<ii4A  V>|i  AtiM 

of  lUlUiMi^iVM, 


of  m]  irnrf'M:«t  :irj  <>  .l  ji<'|  mI  U«'lf  fjt 

1,|ai’  UJtl  nj  1J*  I»  i:ri',t»i  j.  I'fj  I W I ; 

i:  i.hai  1 tjpw  mv’l  jr>  f ^h*^*  » r/’**'  i»  irujfi'**  i » «.V>w  <Wm\  n 1 )»«ti 

in  t.jKtfWj  ij|»^  ^ /f' w nj  \uf\h  1 Ik'  i Jti  «>ru*»>ri" 

fnnhf>  ii^mI  1 I*«*  v\  i h«l  %^«'  fnH\  f»  acMl  N JioimI  w hc'l'f' 

wt>  af'p  iri  fMC'iIv  >l«^|K'i'3v?rnili7;,iti4?  ifi«'  \ 

fjo  llir  I'iif4‘  f^f  :^lirV‘f«a5^  ,»tt  f lu^l*  ‘UiJ  wlflNc^  H | 

lpn|>l  v < irj  rvud  IKau 

a,;^ 

liie>  filiit-tf  WljL*^  r j>  V tua 

iti  iV\  , < Vitj?.ii'ii“hri*1«>  liiM/nnl.Min  ^^  iK.itgj  ^^ivi n 1(<  llir  <'lr* 

v^ulrij iitinril  fj’t  «.»cl3  <»f  \ MDoiu.  k lrll’l^.  «fu*l  r ^'<mfw*.rni»<3 

li.lifiut  cmI (>nti  t>ti1v  kUiif  \\'ny?  A\  ill  iIk*  |Iouh*!i  io  .li  inoi*!' 

■♦iH'iartiJ-VtiilA  lU  ilf^^^'fy■:fu>:^l . iili  t|jiruni'l|ilii:M^»  li'lmtil  1ifw“  fv’«;Mf«i‘ 

fij  lihfMt-  ^ r;f  f»rnH  [|»it/  sHwIItTril  ilTi  liKr  M^I«*lnL  ’ll  I- 

iw'tijl  1,0  1-,hltl  1-hr>  111*0  sd.il)  ^iirt 

iKw.f  ii  lh«*y  ijurii  otrt  ll^  -MtH  lu  :i»  j»r«rU  u^aJ 

on  Ittiy  !|«1'^e*  ’M  fin'liH  1*«v^n  i1*c>  cu^n»^i4f'‘f’ii1/lo  lr*ad 

I4II10  atl<!l  I'  c lift  ail|1l5((.iltl1;i«1  f'ttjlital 

All  Ion  iiorn  iio  nf  i}it»  ItinIi 

lit^Uotift  ^il}>  vjix’li  ;r|i  ift 

^ ilwtl  Jit'rf ' « H »4>  11  tV*  lo 

WA'f’i)  of  iti  ^iiirih  li^ioy  1/1O,  )l  i>  ^ 

jRMlK£'Oi^u?«,11y  Iitid  <VRinomif!w11y  A till  lit*  AMtVft  of  ;| 

:UiaM:'5j  lu  llir^‘'o  ^*’notl]lft  flj  ^ llt’ifttH ^ iJijlIi  1^1  lilnl 

<if  A\  )noi}i  111  ilm  iiloji  ^.^n^l1^^l'Onou^1y 

ifio  r>a| merit, il»^  of  ‘}n^*'f»lA  Mf:ll•1l^h^^  1f»  nmUo  iir>A\  fumtniinji  irnift 

c#n  l1icM/'<m  n>  T'flO  oohaif  Iixfiliouft  iihjK'IM  »n  H ftll tnfrtil  V :ltiil«^R’n4rnjt 
Vol'k  Ift  lf»«‘  r^:teRHMi'<i  ot  luijfl  ^'inJtlMi-O  <*i!ltn*Jl1  if Il+n1  it  lift  II tl  1tn  = 

jif>fi.ii.ttl  in  t.1u*  iih(ii^'|>'n«.(1tiiato  «f 

jiiiiifVvnlft..  ^‘<^1  It  ift  fiiO'fj  lum  ittiv  litt  fiunilti 

l.iim*  I0I  m uf 

Iti  tlio  v<^n  4-;nltij’o  <if  ijio  <u|tif  «tnf*n«3  tni^s^lon  of  iJio  tnajoi' 

litiliVoly  viill  tiotic^flt  i<n  atiy 

flfitn  lorJitiolci^'^inal  imiovatlonft  rjfi  of*fnit\  T'li** 

smino  fwinrmionl-ft  <*wtl*  of  fuml'sir,  1k>  ajijilimi  1<  <iti»r\t'  infill  n’t;! on > v\Lif  li 
;*l’a.fjuwli>  fw*Of!a,tioM  otf'liio  »;tna11  tOfi  lo  of  ntnlf  <1 

•uaitic*  fwiyealntn  r^iai'ant/iintic'  of  inMtiy  ailft  Atl  itn 

jioll.n.tit  eVfrjit-’nrn  I0  lloft  ^‘'f'lnfi'jilir.atnm  1ft  ll^at  all  of  tJircir  Hirr4.)int  i«^tift 
4o  ftitiitnl  to  iht>  jnvivjRu^lvo  itil I'Ofltifiifitn  ot  t^ow  torJn 

iKito^y  jnt^i  litii'iit'v  lohft.*  I^vm  1*ov f-vei',  {MO  ini^ft  \«i11 

iniiliatM^  f«n1\  jiftei'  tlu'nt'  1i«>o  lav't!  fvinyuirt'al <>v iK  in^it ut‘f‘ft  f>tii 
j'lfiitOf'iH’  oi  »rt  aiti,  atnl  «o  oti, 

Ijof+tvitijjf  tin*  ittoii1(|  fSfR^n  in  1*f»  tJiat 

«*v«^uui1}y  iho  I'oiiont'rtti  <if  jAiwiiltltij}'  Utv?<* 

1ntiti'nr1if*M  In  l iAftfr  «nr!  ihat  <lif>  »»l^  «f*1ii<>AT*fl  jtt  ai'c^a 

t%n  \m>  ^«rv|  <»o  f^s>|Wf'iiy  nf 

aiystl^n  of  |i|viivi<|o  tin*  1«t<ensaVi*,  llif' 

Jhftiit'odion  OfOitlniic*  to  W fv^njiv^t  Jn  ulimil  iW 

of  the  tn«jor  ho^tt»v<'r,  if 
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iJri-  yniM  liifT*  1>«i  Iff  1 1-rT]jri‘*1‘'/Mf'ril  ii}ti«»\ n1  i 'iiv 
1m  MllW’t  11><  ii|4unr<l  -urf'  <01 

:)».  4'if  ihu^  1K4U'  ll/hSrf  ^\»\  U4  ilK'|v^*,*4:a’  <^1- 

f icMuf'V  ^^:jl1i  iJk'  ,i1  iIkmi*  4|i«|*if^n1 

:ii>  Tlif'i'r*  u 1^4  !•<’ 

friT'  lfil»iri(:  n ni  prnfln****  ;iih1  lT\iti;»  1<»  flii«l 

lir*lU>r  w?iv>'  oj  t 'iii^<T^i(v  H|K‘rMiiun»v,  Jl 

‘Ucftjhi  li<’  ljtn|f’r5>i4*o<il,  thnt  1»rnrfil»  )r*  Ml4lriip4<i  ll'<4||j 

Mtiv  «?v*  1/»  1,{iiV4'  ihr  (44 Till  juv 

IVuillHirji)  rv#».l4K  ijj'j  llir  44r4vv»  {mJ  - fill  *liifl 

iti  I3k*  fv*a<!  fijjKi5MtO  : il  Jllv^Iy  Ol?it  rfl'Mil*;  M<’  km«l. 

rioMMlIrrliMH  |4ill'*i><v|,  ti  ^U  1#i  ^ny 

9tl'K(A'c*  for  jnrrf*?iMr»  jji 

rw4?<t  jic*r  <4^T»r  Imijj:  |K*r:it«!»,  <^f  rimc^,  In  ^3ioii,  iJn*  mHu  r <'^01* 

<'’1ij<Jrai  1-hai!  >riin4rti1  nr**»1  |w»r  ^inlrnl  to  Jk»  ff|;jH4f’il(r^<i  I0  <v#||ljnnr  1m 
jnm'na4r> »»,1  « ?5^  jK*r  yc*,ar  jf  iHirnr  iir^;t;il na- 
il :^|  Km  Jt^OHI  1 il:*r:i  J’  >?l1n  1 5 '4^ 

1x4  na»i  Kn-iTTi  TKm'  14»  Hf-cMTifl  vl,|,  qnvol^vMl  in  |’»tm34v*i jnjT  rx- 
jirn<i(iin7V‘«  |4jMjfvi.tn^  «f^inrf4JnK-ni»i.  UrKwrirn  «nd 
rnc*nl  #1  otjr  ruMr  »Hn4Jv  jfirmaMrwl  42  jK^nv^ni,  <in  ilir 

nvrt‘H3jv,  If  ot>f*  ^T‘rc*  Km  Jf'xA  only  ihI  n*iin*tit\nlc*  Ki-rnflm  jn  i3i<"  »iw*  of 
ij;if*  ivVvftni  nfft*  nn<l  in  ila«*  ^4n*j*Mitj)<4n  of  il^c*  {•ifU'n^h 

in;?  in»*iiiiJiionK  of  r«lijf'4iic'in,  ht*  triiffJif  rxi^ocl  % f'<in*i<l»^TMl*1y 

i«nni53rr  niiii*  of  inrjmjsf*  mw  ih^  rw'Xt  <«*n  ifrmirvrr,  nm4l1mc»n< 

Ml  iJaf*  tnnjiiT  privsHn*  iinivmirH**.  i>^  |trn»iif  ivf  to  <|on^4i;:i4|iliir 
<in  fho  t]|^4ia'im|  4n<l  «lot^n^v4itv|  <|jtirvi  Kin*3  ihsin  i^i  <*mMllmf*ni 
^t^irrjil1y»  nn<l  nnlikriy  iJ^mI  lj*f*  ;ji’'4^ai3i  <if  flif***r* 

ati»»lllii1 1Mn»»  ^ill  Ik*  ?l|4ptv»rlj|j4jy  Ity  l3ir  ilorljjM*  in  fJl<* 

ViiU^  of  inrttmwf*  of  ^innlrnl  fKiJ 0114144*11,  Tllij^ 

rrinfon'-od  i*y  i1*c»  n«iion<-'i«lf’  lriiilf^n<”y  for  in'»<1n4lr  omv^ilinrnl  fo 
niMf<*  r4jo<l1y  il-iKn  nn«If*t^’ji<iitjiiif*fntMlimf’ni/*' 

In  <*f  ih«^  4-vKni<|f4rjiii4<ti!»,  ii  «4r^r*ni»>  im  a»i»-itn»**  llinl 

:»ni’r>Hmc*.nt  aii  iIjo  lv]*iml  lUKjot*  j*nv.’ilo  nniirrMiy  kIimuM  itKi*rnw<* 

ixjfv'f'nl  oni  fo  «n 

c*f  .1.1  i^r(vt*ni  j*cr  wiinnni).  Thi*^  juojodot!  rate*  of 
jtK*|*r5ls*c»  i»  Onnr4?1(r»n1  llo*  f*Xlxni**tKV*  of  Mitr  l}l1'4U^ 

Mnnly  in^iiiuiioniK,  xvaili  l1***  tt*rw»tn  f»xiK't^Jonf(*  <5f  a\\  jinvjii#*  iinjip|  = 
«'i1ic*^;,  Mild  tnilh  ll*r*  OffJr\r»  <*f  I‘VliU’4l  i<*n  f4*t*  kU  l*ri\4l<^ 

ftroir  yofir  inn^iiniion^,*”*  Si  ill.  Oii*>  nntnWr  i**;  nvirr  or  losai  |in1U‘<t  4*ni 

«4f  0>c*  tiir,  nnd  ii  1»r  -w  iOi  sjiii’i^^i^rirti^*  r4nii<*n, 

Tm  fwftnr’rt  fliOHt*  r4iff*sii  of  nirrcfi^vf^  in  }>^t  4in1 

in  rnr<4l1*tu‘ni  inio  a j*|y*'jfv'iif*n  nf  nfollnr  r\3K*n*tiinnr«  «1  4 
tn4j4)r  3*nv4i#*nniv<*r»iiy  in  inT**  Ti5,  wt  now  nfvyd  iKiHr^yorir  < 15*0**  r»n) 

fi^jty»>>,  TJio  |*^iJif*tjt*4r  c*»4itn«io  of  <v»><  |K»r  t^ndrni  nootlt^l  ftir  ihi^ 

* 0|K(>«»  »>f  rWlutmOtiW  ItMv  liWlM  if  0*H4^1  M<r4l4« 

f>i>i4H  |M  «n  ittHif-MOoM*  <iK  Min  n»o^M4»  i*i^  iis 

nM*«**'*M  41^1^  1*1)4  Ml4i>  |»lOI-*»ii«M*  ‘♦'f  |W  4 4VH>*0  |i*Hft  4*44 

It1.44.  t^4Mlf1tlk0|t1  »)f  Mm»H;I*,  |ft4N4*«1i«»Hi  «»»4  «lf  t&4M4Wl1iA, 

♦7  in  |I*W  4 1 

*»  1^4.  «*1f**4  |m  trtvy-lMil*'  4iM  IM- 

IM  r*’«4M«ij>  *4  «T  «ik4  l«7ft  f 9%14*  ill. 

#•  X*  M»ri«»4  nii*»  «>\*«#  «rt»f 

M'lui  t**T*^l  flnifM  tm  ftU  fKlMa.l9  ta  SH 

|M^f*4»rtw . tMHn#  *4  no^uMfitKi  f«*r  f#Kif  f^wir  t>i1r4i#  UiMtitiitiMM  In  •«  liomw 

*4  #n r«fwiii  Insim-ooi  \m%  ii)4  liltft, 
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inrhidoall  njijilirahlo  iinlin*r(  rr»stsu«<  wll  asflu*  dimi 
it^4iiicH(»ii  and  d«*i»ar1inoii(al  n*Maivli.  On \hc  Imvis  of  admit* 
Irvllv  ivni|:Ii  (aFriifatioim,  tv<*  olitaiii  ait  avora^rx'  of  alKtiit  $.n..VH»  iht 
Modrnl  at  niirapi-lVinrrton  Vaiidrrhilt  in  IIMm  (iri.*'' and  this  is  (lie 
l».ise  year  estiinaie  <»f  ex|H*n«H(nn*  student  inrori»oni(cd  in  (Iw 
iuoje<  tion  nn*M*n(eii  Ivlow.  We  \m*  as  our  l»;iK‘*year  enrollineiil 
estimate,  'lliis  w>ems  a Hanewbat  inon*  nuin'.M*ntative*ri;riir(*  (ban  (be 
a\erat"e  enndlmrnt  at  ("liieapi  lViiint on- Vanderbilt,  tvliieb  was  e,hOO 

III  VMu.-M, 

All  <»f  (bese  asvnmtitions  a tv  rttiitbimnl  in  ^PaJile  '#  in  Mie)i  a wav  that, 
a tt'.ider  wbo  ty idles  t<t  alter  aiiv  part  ienlar  assuniptioii  ran  ns\ab*ulate 
tliedollarpn»jer(i«»n  a<vf»niin;:ly.  I betable  islar;^dy  sdf  exfdanatory. 
It  IS  n<»i  Ml  nutrb  (be  aliMilnie  tbilbir  tijiairi*s  as  (be  rates  of  inrixMHt 
u birb  atx*  int]^irtati( « W ba(  ( be  (able  is  meant  (jo  ilbist  rale  is  t be  iinpli* 
cMiidjjsof  ixvx’iit  (rx>nds  for  (be  amount  <if  nionev  an  instittition  with 
tbervimiMidfe  rbaraHeriMbs  of  (Itirap*  I Viiwt on  Vanderbilt  uunbt 
e:».j>c'fl  to  ‘•|vnd  for  rsliicational  and  p'iu*r:al  pur|sl^v>s  in  llt7.'*-7t‘».  ‘Hio 
reMdi**  (bat  e\}M-nditnn*.s  over  (bis  10  year  jH*ri<Kl  will  nearly 

Iripit*,  nidi  (In*  abs<tlnie  asnount  of  money  s|HUit  rising  from  a little 
less  (bail  iVi  tnillton  dollars  in  VXut  m to  nmr^  (ban  7o  nnllioit  dollars 
in  V.C.%  70. 

It  inii"t  In'  cmpbasixxs]  (bat  (bes<*  fi^ims  do  twf  inrJude  capital 
exjH*iidi(utx*s  or  e\|H*nditiirvs  for  ortjaiiizxsl  rt'^earcli,  student  aicV  nr 
atixiliaty  activities.  It  sbotild  alni  Ik*  notisj  (bat  (be  projection  is  in 
current  dollars,  and  includes  an  implicit  nllowaticx*  of  alsmt  2 |K*rcmi( 
|K*r  year  far  incnyases  in  (lie  ;jeiieral  pria*  level.  Any  pnmonmn*d 
xlepartmv  from  (bis  avorajjv  rateof  increuw?  in  pricc*s,  in  either  dinv* 
(ion,  Would  re<|uirf*  that  (bis  prf»jec(inn  1h^  iiuKlititHl:  bowexer,  (be 
bjsioricil  rvconl  indicates  (bat  exhirationa)  onsts  are  relatively  sliii;* 
^risb.  and  m»  sometbin;*:  less  (ban  a pro|Hirticma(o  adjustinent\v<mld 
In*  in  onler. 
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|4icH  for  total  r\|K*U(]iturc.s  //  cnroUmcnt  were  to  remfun  fixed  at  the 
1006-^pG  hvft,  Kvou  in  tins  caw,  projoctwl  expenditures  in  1075--7G 
would  l)e  about  50  million  dollars— an  increase  of  more  than  25  million 
dollars  over  the  10G5-GG  level.” 

Thes*^  pn)jivted  incivaws  aiv  not,  just  larp' — they  mv  by 

almost  anyone’s  definit  ion  c>f  that  word.  Whether  onr  “typical’’  iiiil- 
vcMNity  will  in  fartsjHuid  thisinnch  money  forcducationaruiul  puicml 
j)ur|>ows  in  1G75-70  de|H»nds,  of  ct)ni>4',  iiol  just  (or  even  maiiilv)  on 
the  Kuiudncss  of  t he  analysis  nuderlyin^^  tlu«  pn)jecl ions,  but  also  on 
wiiat,  lmj))M*ns  to  sources  of  income.  Only  if  incouio  incn»aws  at  a cor- 
ivs|H)iiibnj;  nite  «M  n fhesi*  inm»:ises  in  expend  it  iire.s  iK'cur,  and  it  is  to 
the  outlooK  on  the  income  side  of  ihc  led^^er  that  we  now  turn. 


’HIK  orTLOOK  von  INC’OMK  ( OMrAIMvI)  WITH  THK 
TKKXI)  IN  KXrKNimTUK.S 


Tin:  Ma-ioii  .Sontrrs  or  Intomi:  .wn  Tniait  l{i:i..\rivi:  iMixan-A.vci: 


The  chanpn^^  ndative  iinportanoe  of  the  principal  .soiiiws  of  iiicomo 
at  (’hic:i;^)-IVina‘tou-Vaiulorbilt  Mid  at  all  private  nniversitie.s  is 
.shown  in  ’ruble  1.  'I’hese  figimvs  are  meant  to  i)r(.u*ido  an  ovcnill  j)cr- 
snedive  which  will  1x5  helpful  in  considcriiij;;  ihe  outlook  for  cacli  of 
t fie  main  sources  of  income. 

Hv  far  the  most,  dramatic  clianp*  is,  of  course,  i tO  sharp  increase 
\n  Uie  n;lative  iniixyrt.uuxt  of  government  ooiitnicLs  and  grants,  ’riie 
item  wliich  has  declined  in  relative  importance  most  signilicaiitly  over 
the  years  is  endowment  inootne — Jiavin^^  acootr»*  ed  for  nearly  half  of 
all  ciirnuit  exi>eiidiUavs  at  Chicago-Pnneoton- Vanderbilt  ii.  the  vo.nrs 
prior  to  World  War  II  and  for  only  a little  over  onc-tciith  »f 'total 
expenditures  in  10C5-CC,  Oiaiipes  in  the  relative  importance  of  the  ^‘ari- 
ons  “traditional”  .sources  of  income  can  1^  seen  more  easily  when  gc’*- 
eminent  graiifa  and  contracts  are  excluded,  as  they  have  l)ccn  in  the 
lK)ttoiii  patiol  of  the  taldc.  Again,  the  relati\*o  decline  in  endowimnt  in- 
come is  nppnroiiL  And,  as  universities  have  come  to  rely  loss  heavily  on 
endowment  income,  tJiey  liavo  come  to  rely  more  heavily  on  current 

’I’he  iiicn*nsed  im|mrtntiC(«of  annual  fiind-misiiig,nnd  the  task  of  the 
sjH-iiring  and  udiiiinisteriiig  of  govemniont  project  funds,  have  added 
significantly  to  the  workload  of  faculty  iiienilH*rs  and  administrative 
|H*rs«iiinel  at  all  imivemiUcs.  A more  fmidanientnl  implication  ofthe.se 
develojuiieiifs  is  that  the  major  private  universities  are  now  living 
more  danperoiisly  Uian  ever  before.  The  declining  rehitive  iniport4iiicc5 
of  ••liimr'  sources  of  income  in  Uini  nffects  both  the  ability  of  the  imi- 
versif  ies  to  plan  anti  their  willingness  to  make  long-niii  coniinitJiients, 


**  AritttJly,  thU  rraj<sMion  U prolMibtjr  Uw  low,  for  rMtonii  notod  oorllrr.  If  onrottmmt 
UjUablo,  tttrfw  cmi  wr  oujarni  mji|r  wtll  rluo  woro  r«ttidnr  thtn  tbo  hUtnOe^l  r»u  of 
7%  eoitwnt  iw  yw,  Tho  hUiortcal  r«fo  was  calculaloil  on  ib«  baala  of  experirnew  In  a 
IHTitNl  of  HNOtf  ortroilmi^nla,  and  If  ualr<*nK|fjr  oduraUon  la  NuliJfM:‘t  lo  ony  of 

n all,  tbr  ralo  of  lorrraar  In  ama«o  noit  D«r  atudent  uacd  M tha  Uida  for  tboao 
pmlrcUona  bara  aomawbat  Urffar  bad  mmtimaot  bwn  aubln.  Of  counw.  to 
any  a^al  iba  effrcl  of  rnr^lmant  on  cent  ^ aiodant  wlU  drpend  boavUi 

on  paiilentarl  Kfle  mnaldrraltoni  aa  I ho  flrlda  lo  wbtw  oxnaoaloo  occura,  tba  InltlU 

oumbrrn  of  auff  and  atndent  body  lo  that  field,  and  00  on. 
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o.speeinlly  in  new  iieUjs.  This  problem,  which  I’esults  from  the  com- 
^wsifionot  university  inconio  ns  distinct  from  the  level,  must  bo  borne 
111  mind  when  considering  iiltennitivc  methods  of  providing  additional 
funds. 

TaiH/K  4. — Sources  of  current  mcomf,*  selected  years — (percentage  distribution) 


All  privato 

ChlcaKO'Prfnccton-VanclerbHC  (average)  > universities 


ixs-cd 

1055-50 

1948-49 

1939-40 

1924-25 

1903-04 

1955-56 

, Eduottional  orul  grn^ral  inoonte 
from  oil  sources: 

1.  Uovcnimcnl  grants  and 

contracts 

45.9 

24.4 

13.0 

1.4  . 

45.1 

27.2 

2.  Student  fees 

22.7 

20.8 

39.9 

35.8 

50.6 

34.4 

43,9 

3.  Endowment  income 

13.4 

23.3 

29.2 

46.8 

43.5 

8.8 

13.2 

4.  rrtvute  gifts  and  gnuiU 

12.5 

20.3 

10.0 

13.0 

2.2 

11.8 

15.8 

5 Other  , 

5..S 

5.2 

2.0 

3.1 

3.8 

Total 

100.0 

loao 

100.0 

100.0 

i(r.o 

100.0 

loo.o 

>.  Educational  and  general  income 

excluding  (JovemmenC  grants  and 
contracts: 

1.  Student  fees 

41.5 

35.  .5 

45.6 

36.4 

5a6 

62.6 

60.2 

2.  Endowment  Income 

25.1 

30.4 

33.1 

47.3 

43.5 

15.9 

18.1 

3.  Vrivato  gifts  and  grants 

23.3 

20.9 

19.1 

13.2 

2.2 

21.4 

21.7 

4.  Other 

10.1 

7.1 

2.3 

3.1 

3,8  . 

Total 

loao 

loao 

100.0 

100.0 

lOa’I 

100.0 

100.0 

1 Excludes  Income  used  for  capital  expenditures,  and  Income  derived  from  the  operation  of  hospitals  and 
auxiliary  enterprUt^. 

> Includes  only  VrinoetoQ  and  Vanderbilt  Ln  1024-25  and  1031M0. 

Note.— neloll  may  not  odd  to  total  because  of  rounding. 

Income  From  Tuition  and  Fees 

Historically,  one  of  the  principal  ways  in  which  privato  universities 
have  met  rising  costs  has  been  by  inci*casjng  student  fe^.  The  relative 
rates  of  increase  over  the  post  war  period  in  tuition  and  in  direct  educa- 
tional cost  per  student  at  our  three  casc-stndy  institutions  are  depicted 
in  Fif^ire  f).  The  avera;^  tuition  mto  at  Chicago- Princeton-Vandcrbilt 
has  tripled  over  this  period,  but  still  has  not  kept  pace  with  the  cost 
index.  Closer  inspection  of  the  figure  i-cvcals,  fiowovor,  that  it  was 
mainly  during  the  early  postwar  years  that  inci'eoses  in  cost  per  stu- 
dent outstripped  increases  in  tuition.  Since  about  1058,  tuition  has 
actually  gone  up  slightly  faster  than  the  index  of  educational  costs  (a 
little  over  8 percent  per  annum  on  the  average,  compared  with  an 
average  annual  rate  of  7^/^  percent  for  the  cost  mdox).  As  all  prospec- 
tive .students  and  their  pai'ehts  are  well  aware,  this  means  that  unjvor- 
sitv  tuition  has  risen  7nuch  faster  than  the  prices  of  mo.st  other  things. 

Will  tuition  continue  to  increase  at  this  rate?  The  answer  depends  iu 
part^ — and  probably  in  largo  part-^ii  the  future  of  student  aid  pro- 
grams. But,  for  the  moment,  let  us  ignore  this  issue  by  assuming  that 
student  aid  prognims  continue  to  evolve  more  or  less  os  they  have  in 
the  last  decade.  It  will  now  be  argued  that,  while  there  is  every  reason 
to  think  that  tuition  will  continue  to  rise,  it  seems  doubtful  that  the 
rate  of  increase  will  be  as  rapid  as  it  has  been  at  Chicago-Princoton- 
Vanderbilt  over  the  last  10  years. 


'124 


Figure  5 
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For  one  tiling,  two  of  these  three  institutions  liad  tuition  rates  in 
1958  which  were  veiy  low  indeed,  compared  witli  tlie  rates  charged  by 
comparable  universities.  There foi*e,  paiM:  of  the  sharp  upward  climb 
of  the  average  tuition  index  should  he  interpreted  as  representing  a 
kind  of  once-and-for-all  catching  up  b}^  these  institutions  with  rates 
charged  at  other  universities.  Some  ciaidc  calculations  suggest  that 
correcting  for  this  ^^catch-up”  factor  reduces  the  average  rate  of  in- 
crease in  tuition  from  a little  over  8 percent  per  annum  to  5 or  6 
pei’cent. 

A second,  more  substantive,  reason  for  expecting  some  slowdown  in 
the  rate  of  increase  in  tuition  has  to  do  with  the  desires  of  the  private 
universities  to  attract  students  from  all  socio-economic  levels.  Many  of 
the  private  universities  have  made  major  efforts  in  the  years  following 
World  War  II  to  ‘‘democratize’'  their  student  bodies,  and  a continuing 
rapid  increase  in  tuition  imtes,  unless  accompanied  by  greatly  increased 
expenditures  for  student  aid,  is  bound  to  hamper  these  efforts.  For 
those  who  believe  that  places  in  the  major  private  universities  should 
go  to  the  best-qualilied  applicants,  regardless  of  Wncial  circum- 
stances, the  prospect  of  increases  in  tuition  averaging  more  than  8 
percent  a year  is  disturbing  indeed. 

Such  a prospect  is  paiticularly  distressing  when  viewed  in  -the  con- 
text of  tuition  levels  at  the  public  institutions.  Student  charges  (tui- 
tion, fees,  room  and  board)  at  public  institutions  have  not  risen  nearly 
as  rapidly  in  recent  yeai^  as  student  charges  at  private  institutions. 
M hereas  the  ratio  of  charges  at  the  two  types  of  institutions  moved  ui) 
and  down  within  a fairly  narrow  range  between  1928  and  1056  (frem 
1.52  to  1.65),  this  ratio  has  moved  steadily  upward  in  the  last  decade. 
In  1966,  it  cost  more  than  twice  as  much  to  attend  the  average  private 
institution  than  to  attend  the  average  public  institution.^^  Further 
widening  of  this  differential  could  well  make  it  very  difficult  for  the 
jirivate  institutions  to  enroll  increasing  numbers  of  students  from  mid- 
dle , as  well  as  lower,  income  families. 

Even  if  the  tuition  rate  were  to  increase  as  rapidly  as  expenditures 
jier  student,  we  still  could  not.  expect  a propoitionate  increase  in  the 
amount  of  net  income  contributed  by  the  students  theniselnes  to  the 
general  funds  of  universities.  The  reason  is  that  substantial  increases  in 
expenditures  on  student  aid  must  also  be  anticipated  and  taken  into 
account.  It  is  instructive  to  deduct  expenditures  on  student  aid  from 
gross  fee  income  (defined  sim]ff  y as  total  income  from  tuition  and  fees) 
and  then  calculate  an  index  of  net  fee  income  per  student  which  can  be 
compared  with  an  index  of  gross  fee  income  per  student.  This  has  been 
done  for  Ohicago-Princeton-Vanderbilt  in  Figure  6.** 


Index  (1948-49  « ICK)) 
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Tliis  figure  shows  dramatically  how  the  gap  between  gross  fee  in- 
come per  student  and  net  fee  income  per  student  has  widened,  especial- 
ly since  1962.  Thus,  figures  showing  increases  in  tuition  rates  (or  in 
gross  fee  income)  overstate  considerably  the  mt  amount  of  the  addi- 
tional funds  which  have  been  supplied  to  institutions  by  students 
themselves.  The  implication  is  that  the  changes  in  the  relative  im- 
portance of  broad  categories  of  income  shown  in  Table  4 exaggerate 
the  share  of  income  now  being  provided  by  the  student  himself  and 
understate,  to  a corresponding  degree,  the  increased  relative  contribu- 
tion of  the  sources  (mainly  the  Federal  Government  and  foundations) 
which  have  made  possible  the  greatly  increased  expenditui’es  on 
student  aid. 


Figure  6 


Gross  Fee  Income  arid  Net  Fee  Income  Per  Student, 
Chicago  - Princeton  - Vanderbilt 
1949-1966 


Fiscal  Years 
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^ The  following  numbers,  bused  on  some  exti’emely  crude  calcula- 
tions,^® illustrate  the  dollar  changes  in  educa/tional  expenditures  per 
student,  gross  fee  income  per  student,  and  net  fee  income  per  student : 


1962 

I960 

Amount  of 
change 

Estimated  current  educational  expenditures  per  student 

Gross  fee  Income  per  student 

Not  fee  Income  per  student 

$2, 880 
1, 186 
824 

$3, 550 
1, 590 
911 

+$620 

+404 

+87 

IVliile  expenditures  per  student  have  increased  about  $620,  and  while 
gross  fee  income  per  student  has  increiised  more  than  $400,  net  fee 
income  per  student  has  increased  less  than  $100 ! “What  has  happened 
is  that  increased  expenditures  on  student  aid  have  largely  offset  in- 
creases in  gross  fee  income. 

The  extraordinary  increases  in  expenditures  on  student  aid  which 
have  occurred  in  recent  years  (more  than  doubling  between  1962  and 
1966  at  our  case-study  institutions)  are  the  result  of  three  reinforcing 
tendencies.  First,  the  number  of  graduate  students  has  increased  rela- 
tive to  the  number  of  undegraduates — and  this  change  in  student  mix 
affects  expenditures  on  student  aid  because  graduate  students  are  (and 
always  have  been)  subsidized  much  more  heavily  than  undergraduates, 
Second,  the  average  stipend  per  gi'aduate  student  has  increased  mark- 
edly in  recent  years,  largely  as  a result  of  the  fellowship  progi^ams  of 
the  government  and  of  private  foundations.  Third,  as  noted  above, 
private  universities  have  been  making  an  increasing  vigorous  effort 
to  enroll  more  students  from  low-income  families,  and  this  too  has 
meant  an  increase  in  student  aid  appropriations. 

From  what  sources  have  the  greatly  increased  expenditures  on  stu- 
dent aid  been  obtained?  Unfortunately,  we  have  no  firm  data  on  this 
subject,  even  for  our  case-study  institutions.  However,  it  seems  clear 
that  the  new  funds  made  available  for  this  purpose  at  the  graduate 
level  have  come  primarily  from  the  Federal  Government  and  from 
other  national  fellow.ship  programs  such  as  those  sponsored  by  the 
Danforth  and  Woodrow  Wilson  Foundations.  Some  universities  do 
have  considerable  endowment  income  earmarked  for  student  aid  and, 
at  the  luidergraduate  level,  additional  appropriations  from  general 
funds  have  also  fed  the  student  aid  pool.  By  combining  relatively  higli 
tuition  and  generous  student  aid,  allocated  on  a need  basis,  many  of 
the  major  private  universities  have  been  pursuing,  at  the  undergradu- 
ate level,  a de  facto  policy  of  charging  according  to  ability  to  pay. 
The  case  for  this  approach,  as  contrasted  with  a policy  of  providing 
a uniform  subsidy  through  a low  tuition  rate,  is  that  it  permits  the 
institution  to  concentrate  larger  subsidies  on  those  with  demonstrated 
need. 

An  important  question  for  the  future  is  whether  the  financial  squeeze 
on  the  major  private  universities  will  force  them  to  move  away  from 


1 current  educational  expenditures  per  student  (in- 

cluding indirect  costs)  for  1966  of  $3,500,  used  previously  (see  p.  31),  and  estimated  the 
c^parnble  figure  In  1962  on  the  basis  of  the  index  for  direct  expenditures  per  student. 

assumes  that  the  ratio  of  direct  costs  to  indirect  costs  has  not  changed  over  this 
penod.  We  tten  calculated  average  gross  fee  Income  and  average  net  fee  Income  at  the 
three  Institutions  In  1962  and  1966. 
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a policy  of  charging  according  to  ability  to  pay.  Tliis  question  is  in 
fact  most  liltely  to  be  detennined  by  decisions  reached  at  the  state 
and  national  levels  concerning  student  aid  programs.  In  any  case, 
it  is  clear  that  the  ability  of  the  universities  to  provide  increased 
financial  aid  to  students  at  both  underjijraduate  and  graduate  levels 
will  in  turn  affect  the  rate  at  which  tuition  can  be  increased. 


Endowment  income  at  all  private  universities  increased  at  an  aver- 
age annual  rate  of  6.8  percent  per  year  between  1952  and  1964 ; at  our 
three  case-study  institutions,  the  average  rate  of  increase  was  7.7  per- 
cent per  year  between  1956  and  1966  and  7.2  percent  over  the  18-year 
period  from  1948  through  1966. 

The  outlook  for  endowment  income  is  dependent  on  two  considera- 
tions: (1)  the  amount  of  new  endowment  secured  by  the  universities; 
(2)  the  rate  of  return  which  is  earned  on  the  investment  portfolios  of 
the  universities. 

McGeorge  Bundy  of  the  Ford  Foundation  has  questioned  the  ef- 
fectiveness of  university  inv  estment  jiolicies,  and  he  may  well  be  right 
in  suggesting  that. greater  willingness  to  take  risks  would  result  in 
higher  income  from  endowment.  IJni  il  a careful  study  is  made  of  this 
aspect  of  university  finances,  however,  we  have  no  basis  for  estimating 
the  amount  of  the  gains  to  be  realized  from  better  investment  policies. 
But,  not  even  those  people  most  strongly  convinced  that  investment 
policies  can  be  improved -significantly  have  argued  that  such  actions 
will  take  us  more  than  a small  part  of  the^  way  toward  a solution  of 
the  overall" financial  problems  of  the  universities.* 

In  the  short. run;  the  financial  squeeze  on  major  private  universities 
may  be  eased  somewhat  by  spending  a portion  of  capital  gains  which 
in  earlier  years  would  have  been  reinvested.  However,  it  should  be 
clear  that  this  is  ho  solution  to  the  longrun  problem — indeed,  unless 
decisions  to  spend  capital  gains  are  accompanied  by  equivalent  im- 
provemeints  in  the  overall  return  on  endowment  (which  seems  highly 
unlikely),  spending  capital  gains  will  of  course  reduce  endowment 
income  at  some  future  time. 

Wliatever  the,  outcome  of  studies  of  investment  policies,  it  is  clear 
that  the  longrun  rate  of  growth  of  endowment  income  will  continue 
to  depend  heavily  on  the  ability  of  the  universities  to  obtain  additional 
principal.  In  this  respect,  the  outlook  for  endowment  income  is  effected 
by  most  of  the  same  considerations  which  apply  to  all  forms  of  giving. 


. It  is  doubtful  if  any  observer  of  university  finances  in  the  mid- 
1940’s  could  have  predicted  the  extraordinary  increase  in  private 
contributions  which  was  to  occur  in  the  postwar  period.  The  best 
source  of  information  on  long-term  trends  in  ^ving  from  all  private 
sources  ^(individuals,  corporations,'  and  foundations)  is  the  annual 
publication  by  John  Price  Jones  Company,  Inc.,  which  has  published 

■ *Seo.,thq  James  H.-Stauss  In  this  volume  for.  a further  dlscussdon  of  this  issue. 
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for  4* *2  colle^^cH  and  iinivcrKitics  going  back  lo  1?>20-21.^  Figure 
7 wlinwfitlio  lolal  aiiiouiitof  gifl^^and  Ix?qucfc4s  received  by  a coiihLsiciit 
of  Ifl  of  the  l.\r^r  privale  collegers  and  uiuvcrsiUcs  included  in  this 
survey  during  eacTi  lisc'il  }*ear  from  15)’>*2  through  1000,  and  an  n])- 
pnixinnitc  total  forltMTi  aswcll,*^ 

Also  sliown  on  this  gmph  arc  the  gift^i  and  iKHmests  recciveil  by  jh- 
40  anajor  univor.dties  included  in  each  of  the  six  biennial  surveys  con- 
ducItHl  by  tlie  Ouincil  for  Financial  Aid  to  Kducut  ion  over  the  i>erhMl 
P.C>Wm  ihmugli  10G4-dr>,  It  slum  Id  be  noted  (hat  all  of  these  totals  in- 
clude restricUHl  and  unnvitricte<l  grants,  and  fends  usi»d  to  construct 
iuiildings  and  facilities  as  well  as  to  defniy  current  costs, 

(lifts  received  by  the  10  private  ,sclio<)ls  includcil  in  the  John-Price- 
Joiit'S  survey  incivascd  fmm  an  annual  total  of  almut  oO  million  dol- 
lars in  the  mid-iy.j0*s  to  over  ;J00  million  in  each  of  the  last  two  fiscal 
yeuiv,  "I‘he  figures  collcctc<l  by  the  Council  for  Financial  Aid  to  lidu- 
cation  for  4b  privale  universities  show  an  even  greater  increase  in 
gifts  lietwcvii  in55  and  1957.  and  a very  siniilar  mUcni  tlicrcafter. 
This  extraordinary  growth  in  private  giving  has  verv  little  of  the 
regul  .’ity  clianictenstic  of  the  ox|>ciidituie  figui'cs  pfoUed  earlier, 
iiowever.  One  iiujmrtmit  feature  of  the  historical  i-ecord  to  be  uotc<l 
Is  that  almost  all  of  the  great  upsurge  in  giving  has  occuri*ed  since 
the  middle  of  the  1950‘s.  If  the  average  figiii'o.s  for  our  19  private  col- 
leges and  universities  in  the  1930’s  and  tlio  1920's  had  been  plotted, 
(he  platcau-liko  diaracter  of  the  curve  in  the  earlier  yeai’S  would  be 
even  11101x3  evident,’® 

The  “take-olF’  of  giving  around  1955  can  bo  attributed  in  good  mcas- 
UIX3  to  the  dramatic  Ford  Foundation  program  of  faculty  salary  en- 
dowment grants,’"  to  tlio  activities  of  tlic  Council  for  Financial  Aid 
to  Education,  and  to  the  growing  general  awaieness  of  both  the  im- 

Cortanco  and  the  needs  of  Jiighcr  education.  The  erratic  year-to-year 
ehavior  of  the  figures  in  the  period  since  1957  is  due  to  the  timing 
of  foundation  programs,  large  uequests.  and  major  fund-raising  cam- 
paigns. Tims,  the  peak  reached  in  1965,  followed  by  the  decline  in  19G6, 
IS  relatwl  to  the  fact  that  the  final  stages  of  a number  of  important 
fund-raising  campaigns  happened  to  coincide  in  1965. 

Tiicso  slmrp  year-to-year  fluctuations  in  gifts  and  grants  mean  that 
calculating  average  annual  growth  rates  between  terminal  years  could 
give  a hi^dy  misleading  impression.  Under  the  circumstances,  it  is 

main  rchnon  for  RhlfUng,  nt  this  point  In  tho  antOyBlB,  from  dotn  tor  our  throo 
caM.Btmly  InBtitutionH  to  dntn  for  a lormr  set  of  unlverslUeH  is  that  tho  received  hy 
any  panFcuInr  InsUtulon  In  uny  porleutar  year  may  bo  Influenced  heavily  by  bo  timing 
of  a capital  campaign  or  by  tho  receipt  of  ono  or  more  unusunUy  large  bequests.  As  Is 
poluted  out  below,  these  same  factors  even  Import  nn  Irregular  pattern  to  the  flgures  on 
total  ^fts  received  by  n relatively  large  number  of  Institutions,  The  variability  of  these 
aggk'egato  flgures  Is,  however,  much  less  pronounced  thnn  the  variability  of  the  flgures 
for  a set  of  tnree  InsUtutions,  and  for  this  reason  tho  aggregate  data  provide  a better  basis 
for  estimating  trends, 

*TThc  report  for  1005-00.  from  which  these  figures  were  taken,  presents  only  ten* 
year  nvorages  for  the  decades  1001-40.  and  1041^0.  Tho  figure  shown  on  our 

graph  for  1040  Is  a rough  cstim  ao  obtained  by  adjusting  tho  yenrly  nverago  tor  the  period 
1041-50  ($46.4  million ) uoward  to  $55  million  to  reflect  the  assumption  thnt  a dlspro- 
porUonato  share  of  all  ^ts  made  during  this  decade  came  In  the  latter  half  of  the  period, 
•■The  yearly  averago  for  tho  1030*8  wns  83.2  million,  and  the  corresponding  figure 
for  the  1020*8  was  44.5  million.  As  was  noted  above,  the  actual  yearly  average  for  the 
period  1041-1060  wns  46.4  million.  * . 

Totally  approximately  200  million  dollars.  Institatlons  other  than  those  repre- 
sented In  Figure  6 of  course  received  some  of  this  money.  Foundations  in  general  pro- 
vided nearly  half  <40.7q6)  of  aU  gifts  received  in  1060-57  by  tho  464  InstltutionB  com- 
prising the  core  group  Included  In  Council  for  Financial  Aid  to  Odneation  surveys. 
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Figure  7 

Private  Gifts  and  Grants  to  Nineteen  of  the  Larger  Private  Colleges 
and  Universities.  1945-1966,  and  to  Forty  Major  Private  Universifes,  1955-1965 


Fiscal  Years 


worth  resoiting  to  a slightly  more  complex  procedure  for  estimating 
average  annual  growth  rates.  First,  we  restrict  the  period  covered  to 
1956-1966,  tlius  excluding  tlie  earlier  plateau-like  period  and  part  of 
the  once-and-for-all  jump  to  the  new  level  of  giving.  Second,  we  fit 
a regression  line  to  the  11  remaining  annual  observations  obtained 
from  the  John-Price-Jones  survey.**®  The  result  is  an  average  annual 
growth  rate  over  this  period  of  6.4  percent^^ 


« We  use  the  Jo hn-Prlce* Jones  data  rather  than  the  CFAB  data  because  there  are 
saore  ODBorvanons.  inciuaing  an  observation  for  the  most  recent  year,  fiscal  1966,  StrtcUy 
we  fit  a leost-sQuares  regression  line  to  the  loOarithma  of  the  annual  observa- 
tions, sluce  this  gives  a better  approximation  than  a lino  fit  to  the  regular  figures. 

« It  should  be  pointed  out  that  this  result  dUrefs  markedly  from  results  obtained  by 


geles.  Mwch  31,  1967).  By  calculating  average  annual  growth  rates  for  each  source  of 
given  between  1954-455  (the  year  of  the  first  CFAE  survey)  and  1964-65*  (the  most  recent 
survey  year),  and  then  averaging  these  growth  rates  using  the  relative  importance  of 
each  floxirce  In  5964-65  as  weights,  Pollard  arrives  at  an  implicit  overaU  rate  of  growth 
percent  per  year,  (In  arriving  at  this  (implicit!  overall  growth  rate,  Pollard  did 
modi^  the  general  procedure  described  above  by  reducing  the  rate  of  increase  of  founda- 
tton  fflylng  by  one^lrd  to  refiect  his  assumption  that  the  annual  growth  rate  of  this  source 
j **  reason  ho  gets  such  a much  hlgner  growth  rate  than  we 

2?  pe  uses  the  termlnal-y^r  method  of  calculation.  As  can  be  seen  from  Figure  6, 

the  1065  Bating  point  happened  to  be  a year  when  giving  was  very  low  (toe  lost  year 
before  toe  big  upsurge  In  giving)  and  toe  end  point  happens  to  be  a year  when  giving  was 
extremely  Wgh  II  Pollard  had  tahen  a later  base  year,  and  if  he  had  been  able  to 

account  of  too  drop  In  giving  which  the  Job n-Prlce- Jones  data  show  occurred  In 
19M,  he  would  have  obtained  a growth  rate  much  closer  to  toe  figure  we  obtained.  (Pol- 
lard B rate  would  aUU  have  been  slightly  higher  than  ours,  presumably  because  his 
sample  Includes  more  Institutions  who  have  begun  serious  found-raising  efforts  more 
recently,  and  thus  have  made  relatively  large  gains;  but  this  difference  would  be  rela- 

XlVOly  lUlDOf • j 
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Tho  key  question,  of  course,  is  wlmt  rate  of  increase  in  ^ivinji^  is 
likely  to  prevail  in  the  future.  Ideally,  tliis  question  should  be  n[>- 
proadied  l>y  analyzing  in  detail  the  outlook  for  eacli  of  the  main  com- 
ponents of  private  giving.  Unfortunately,  time  limitations  ndo<l  out 
this  way  or  approaching  tho  problem,  so  a more  iinpi’ossionistic  ap- 
proach was  taWn.  We  made  our  l)ost  estimate  of  the  average  annual 
n\to  of  growth  in  i*ecent  years  (0.5  perce-nt  per  year)  and  considered 
reasons  for  expecting  the  future  rate  to  be  higlier  or  lower.  The  five 
factors  discn&sed  below  all  suggest  that  it  is  verj^  doubtful  that  the 
recent  rate  of  increase  can  be  maintaine<b 

To  begin  with  a highly  specific  consideration,  the  Ford  Foundation 
has  announced  that  it  is  not  going  to  continue  to  spend  out  of  principal 
to  tho  extent  tliat  it  has  in  the  past  And  it  is  also  clear  that  higher 
education  is  especially  likely  to  feel  the  effects  of  the  cutbaclc.  The 
potential  importance  of  this  development  can  be  illustrated  with  the 
aid  of  Table  5,  wliicli  shows  the  importance  of  foundation  gifts  to  seven 
major  private  universities  between  1962  and  1966. 

As  the  last  column  indicates,  36  percent  of  the  total  increase  in 
private  gifts  and  grants  received  over  this  period  came  from  founda- 
tions. And  this  v/naerstates  the  extent  to  wliicli  university  finances  liavc 
become  increasingly  dependent  on  foundation  support  because  the 
funds  supplied  to  national  fellowship  programs  (most  notably  the 
Woodrow  Wilson  program)  are  excluded  from  these  calculations.  As 
was  pointy  out  in  the  discussion  of  student  fees,  a significant  part  of 
gross  fee  income  has  been  financed  indirectly  by  progi*ams  of  tins  kind. 

Now,  Ford  is  by  no  means  the  only  foundation,  and  Ford  itself  is 
certainly  not  going  to  pull  out  of  tlie  field  of  liigher  education  alto- 
gether. Nevertheless,  it  seems  clear  that  the  foundations  are  not  likelj" 
to  continue  to  increase  their  grants  to  the  major  private  uni  verities  at 
anything  like  the  pace  they  have  set  in  the  last  ten  yeara.  Indeed,  over 
the  short-nin,  foundation  grants  may  well  decline  in  absolute  amount, 
as  they  did  between  1965  and  1966;  but  even  if  the  present  lugh  level 
of  foundation  giving  is  maintained  or,  for  that  matter,  incmased 
slightly,  the  burden  on  other  sources  of  support  will  still  be  increased 
markedly.  Built  into  the  6.5  percent  average  rate  of  inoi*ease  (our  best 
estimate  of  gro^vth  in  giving)  is  an  increase  of  somewhere  between  10 
and  15  percent  a year  in  foundation  giving.^^  And,  unless  some  other 
source  of  support  not  only  maintains  its  own  past  rate  of  increase  but 
also  picte  up  whatever  slack  does  occur  here,  total  private  giving  will 
not  continue  to  grow  at  6.5  per  year. 

A Second  reason  for  doubting  whether  past  rates  of  growth  in  pri- 
vate giving  can  be  maintained  has  to  do  with  recent  trends  in  individ- 
ual giving  for  all  philanthropic  purposes.  If  one  traces  the  history  of 
philanthropic  contributions  as  a percent  of  personal  income  fi*om  the 

«The  lack  of  a more  precise  estimate  Is  due  to  the  fact  that  the  Jolm-PriceTJones  data 
contain  no  breakdown  by  source  of  gifts  for  past  years.  The  range  of  10  to  15  percent  la 
based  on  figures  from  the  CFAE  surveys  for  all  4G4  of  their  core  institutions  and  on  figures 
for  years  since  10G2  for  seven  major  private  universities.  Again,"  it  should  he  noted  tlinj 
none  of  these  data  include  grants  for  fellowships. 
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1920’S  to  the  present,  he  fijids  that  over  this  long  period  there  has  been 
a fairly  stencly  upward  trend  in  the  propensity  to  give.  In  the  lOfiO  s, 
estimated  total  contributions  averaged  about  1.5  pei'cent  of  adjusted 
gross  income;  this  ratio  rose  to  around  1.7  percent  in  the  1030’s,  to 
2.1  percent  right  after  the  war,  and  to  slightly  over  2.5  percent  in 
I960.  However,  between  1900  and  1904  (the  most  recent  yejrr  fur  which 
data  are  available),  the  ratio  has  not  only  failed  to  increase — it  has 
actually  declined  slightly/^ 

Tadle  5. — Sources  of  private  gifts  and  grants  at  7 major  private  universitieSf  1968-66 


Sources  o(  private  gl(ts  and  gnnts 

Amount 
given  In 
base  year 
(fiscal  1963) 
(millions) 

Avemge 
amount 
given  in 
fiscal  years 

Absolute 

Increase 

Absolute 
Increase  (or 
each  source 
as  percent 
o(  total 
increase 

Individuals  (gifts  and  bequests) 

Corporations 

Foundations 

$90. 1 

14.0 

$105.3 

17.3 

63.9 

$15.2 

3.3 

10.6 

52.2 

11.4 

36.4 

Total 

157.4 

186.5 

29.1 

100 

Sourco:  Data  complied  by  Chicago,  Columbia,  Cornell,  Harvard,  Princeton,  Stanford,  Yale. 


It  is  hard  to  know  what  explains  this  recent  leveling  off  in  the  ratio 
of  gifts  to  income.  Perhaps  it  was  the  particulaily  favorable  economic 
and  tax  environment  of  the  last  two  decades  which  caused  the  previous 
upsur^  in  giving.  (Individual  giving  in  the  years  following  World 
War  II  was  facilitated  by  the  postwar  boom  in  the  stock  market  and 
by  changes  in  1952  and  1954  in  the  income  tax  law,  which  together 
doubled  the  allowable  deduction  for  philanthropic  contributions.) 
Or  perhaps  there  are  deeper  explanations,  related  to  the  changing  role 
of  government,  to  the  attitudes  of  individuals  toward  their  philan- 
thropic obligations,  to  the  changing  composition  of  the  high  income 
groups,  or  to  other  factors  which  we  simply  do  not  understand.  What- 
ever the  explanation,  the  implication  of  a more  or  less  constant  ratio 
of  contributions  to  income  is  of  course  that  the  total  pool  of  philan- 
thropic fimds  made  available  by  individuals  grows  only  as  fast  as 
personal  income — roughly  5 percent  per  year. 

A third  factor  affecting  the  amount  of  money  the  major  private 


«See  Performing  Arts:  The  Pepnomio  Dilemma,  pp.  309-312  aud  Appendix  Table 
XIII-A  for  data  through  10G2.  (This  study  also  contains  general  discussions  of  the  outlook 
for  contributions  from  corporations  and  foundations  ns  well  ns  individuals.)  Information 
for  10Q4  has  just  been  made  nvniilnble,  and  while  time  has  not  permitted  us  to  make  the 
rather  Involve  calculations  necessary  to  obtain  a ratio  comparable  with  the  rattos  given 
in  the  text,  it  is  clear  that  the  ratio  for  1904  will  be  slightly  lower  than  the  ratio  for  1962, 
which  in  turn  was  slightly  lower  than  the  ratio  for  1960.  The  percent  of  all  taxpayers  who 
submitted  itemUed  returns  was  almost  exactly  the  same  in  1962  and  1964,  and  so  it  is 
possible  to  obtain  a good  picture  of  the  change  in  individual  giving  over  this  period  by 
comparing  the  ratio  of  itemized  contributions  to  adjusted  gross  income  of  persons  sub- 
mitting itemized  returns  in  the  two  years.  la  1962  this  ratio  was  3.04  percent,  and  ia  1964 
it  was  3.41  percent.  Actually,  the  tread  ia  itemized  contributions  is,  if  any  tiling,  more 
relevant  for  higher  education  thgn  the  trend  in.  total  contributions,  since  higher  education 
receives  euch  a large  proportion  of  its  gifts  from  the  high-inebme  taxpayers,  who  almost 
all  elect  to  submit  itemized  returns.  * . 
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universities  can  expect  tp  receive  from  all  private  sources — founda- 
tions, corporations,  and  individuals — is  the  extent  of  the  competition 
for  these  funds.  This  writer  is  in  no  position  to  offer  even  reasonable 
conjectures  concernin/j  the  future  fund-raising  ability  of  such  groups 
as  religious  organizations  and  community  Chests.  However,  it  is  pos- 
sible to  identify  at  least  two  groups  who  are  likely  to  do  an  increas- 
ingly successful  job  of  competing  with  the  private  universities  for 
funds : perfonning  arts  organizations  and  state-supported  universities. 
Tliis  is  not  the  place  to  review  the  reasons  for  expecting  the  performing 
art — and  other  cultural  activities — to  make  an  increasingly  effective 
case  for  the  philanthropic  dollar,  but  a word  about  the  state  univer- 
sities is  in  order. 

A major  study  of  giving  to  all  institutions  of  higher  education  in 
1962-63,  to  be  published  by  the  American  Council  on  Education,  found 
that  statc-suppoiied  public  institutions  received  over  150  million  dol- 
lars in  gifts  in  that  year  alone.^**  The  John-Price- Jones  survey  for 
1965-66  noted  tliat  while  giving  to  the  42  private  institutions  included 
in  its  sample  was  lower  than  in  the  previous  year,  giving  to  the  eight 
public  universities  included  in  its  sample  increased  by  more  than  12 
million  dollars.  In  short,  the  day  is  past  when  private  giving  to  higher 
education  and  private  giving  to  private  institutions  of  higher  education 
were  largely  synonymous.  Tliis  development  is  clearly  healthy  devel- 
opment, from  the  standpoint  of  oiu*  entire  ^stem  of  higher  education 
as  well  as  from  the  standpoint  of  the  state  institutions  fliemselves,  but 
it  does  mean  that  the  private  institutions  may  have  a harder  time  secur- 
ing the  increased  contributions  which  they  require. 

The  fourth  reason  for  thinking  that  there  will  be  some  tapering  off 
in  the  rate  at  which  giving  to  private  universities  increases  involves  an 
application  of  the  principle  of  diminishing  returns  to  fund-raising 
activities.  It  has  been  during  the  postwar  period  that  universities  have 
really  built  up  their  fund-raising  organizations,  and  some  part  of  the 
sharp  increase  in  contributions  during  this  period  is  no  doubt  due  to  the 
extremely  limited  character  of  earlier  fund-raising  efforts.  By  now, 
however,  all  of  the  major  universities  have  been  actively  engaged  in 
systematic  fund-raising  pmpaigns  for  some  time,  and  it  may  well 
become  more  and  more  difficult  to  match  the  rates  of  increase  in  con- 
tributions achieved  in  the  past. 

Finally,  there  is  the  changing  composition  of  the  student  body  at  the 
major  private  universities  to  be  considered.  At  these  institutions, 
alumni  are  by  far  the  most  important  source  of  private  support,  both 
directly  through  their  own  giving  (accomplished  sometimes  via  fam- 
ily  foundations)  and  indirectly  through  their  influence  on  corporate 
giving.  As  was  pointed  out  in  the  discussion  of  tuition  charges,  there 
has  been  a marked  change  in  the  family  backgrounds  of  the  typical 
students  attending  many  of  the  major  private  universities.  A smaller 

**  Calculated  from  Table  VI~B  of  the  maDUscr{pt>  This  study  has  been  directed  by 
Professor  Julian  Levi  of  the  University  of  Chicago,  and  promises  to  he  an  important  a<mrve 
of  detailed  Information  concerning  all  aspects  of  giving  to  higher  education 


434 


435 


and  smaller  fraction  of  the  luidergraduates  come  from  families  of 
great  ^vealtli.  And  a liigher  and  higher  proportion  of  the  total  student 
Body  is  made  up  of  graduate  students,  who  not  only  are  much  less 
likely  to  have  come  from  wealthy  families  than  the  undergi*aduates  of 
the  prewar  days,  but  who  also  have  already  formed  a loj^alty  to  their 
own  undergraduate  institution. 

Furthermore,  increasing  numbers  of  students  at  the  major  private 
universities  are  pursuing  careers  not  likely  to  result  in  the  accumula- 
tion of  great  wealth.  At  the  same  time,  the  propoition  of  top  business 
executives  who  attended  the  major  private  universities  is  decreasing 
simply  because  these  institutions  are  educating  a much  smaller  share 
of  all  college  graduates  than  in  earlier  periods. 

For  all  of  these  reasons,  the  alunmi  of  the  major  private  imivei'sities 
ill  the  years  ahead  should  be  expected  to  be  less  attractive  targets  for 
the  fund-raiser  than  the  present  alunmi  gi*oup.  However  much  one 
may  applaud  the  changing  characteristics  of  the  student  bodies  of 
private  universities  it  is  still  necessaiy  to  recognize  the  financial  impli- 
cations of  this  change.  Over  the  long-nm,  this  change  may  well  be  tJie 
most  important  factor  tending  to  reduce  the  rate  of  gro\^h  of  giving 
to  the  major  universities. 

The  five  considerations  discussed  above^  all  suggest  that  giving  to 
the  major  private  universities  in  the  future  is  likely  to  grow  less  rapidly 
than  the  rate  of  6.5  percent  per  year  which  summarizes  w’hat  has  been 
happening  during  the  last  10  years.  But  how  much  less  rapidly?  No 
quantitative  estimates  can  flow  from  the  kinds  of  general  propositions 
presented  above  without  a great  deal  more  researai — and  even  then  a 
large  dose  of  judgment  would  still  be  required.  For  the  present,  a rough 
guess  will  have  to  suffice.  A ra;to  of  increase  ranging  from  4 to  5^/^ 
percent  per  year  is  used  in  the  projections  developed  in  the  next  sec- 
tion; but  as  in  the  case  of  our  expenditure  projections,  the  niunbers 
are  presented  in  such  a way  that  a reader  who  can  use  other  estimates 
and  readily  modify  the  projections. 


Projecting  university  income  is  an  extremely  hazardous  under- 
taking. Whereas  the  fundamental  forces  pushing  up  costs  operate  in  a 
fairly  regular,  predictable  fashion,  the  factor's  afleoting  some  of  the 
major  components  of  income  are  much  more  apt  to  change  in  unfore- 
seen ways.  In  partial  recognition  of  these  uncertainties,  a “higher”  and 
a “lower”  projection  of  educational  and  general  income  at  our"“typical” 
major  private  imivei*sity  are  presented  in  Table  6.  Needless  to  say,  this 
procedure  serves  as  no  guarantee  that  the  “right”  projection  lies  be- 
tween these  two  sets  of  estimates. 

This  table  is  constructed  in  the  same  manner  as  the  table  containing 
the  projections  of  educational  and  general  expenditures.  The  key 
assumptions  are  reflected  in  the  average  annual  gro^vth  rates.  Since 
the  basis  for  each  of  these  assumptions  has  already  been  discussed,  all 
that'  is  heeded  here  are  a ’ few  words  by  way  of  summary . 


Projecting  Income 
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Table  6. — Current  and  projected  educational  and  general  income  * at  a ^HypicaV* 
major  private  universityf  1965-66  to  1975-76 

[Dollars  In  millions] 


Bose  year 
(1965-66) 
values  3 

Average 
annual 
growth  rate 
(percent) 

10-year 
multipli- 
cative factor 

Projected 

1976-76 

values 

A.  Higher  projection: 

1.  Gross  fee  In  come 

$11.3 

3 9.6 

2.50 

$28.3 

2.  Endowment  income 

6.8 

6.0 

1.63 

11.1 

3.  Gifts  and  grants 

6.4 

6.0 

1. 79 

11.5 

Total 

24.6 

7.6 

2.08 

50.9 

B.  Lower  projection: 

1.  Gross  fee  income 

11.3 

« 7.5 

2.05 

23.4 

2.  Endowment  Income 

6.8 

3.5 

1.41 

9.6 

3.  Gifts  and  grants 

6.4 

4.5 

1.55 

9.9 

Total 

24.6 

5.8 

1.76 

42.9 

* Excludes  Income  used  for  capital  expenditures,  for  organized  research,  for  student  aid,  and  for  auxiliary 
activities. 

3 Wo  assume  that  the  institution  in  question  has  a balanced  budget  in  the  base  year.  Thus  we  set  total 
educational  and  general  income  in  the  base  year  equal  to  the  flgure  for  total  educational  and  general  expendi- 
tures given  In  table  3 ($24.5  million).  The  distribution  of  total  base-year  income  among  the  fee  income, 
endowniont  income,  and  gifts  and  grants  categories  was  made  on  the  basis  of  the  actual  percentage  distri- 
bution in  1966-66  at  Chlcago-Princoton-Vanderbilt  as  shown  in  table  4.  However,  In  order  to  simplify  the 
analysis  we  eliminated  the  ^*other  income*'  category  by  prorating  the  share  of  income  in  this  miscellaneous 
category  hack  among  the  three  main  categories  in  terms  of  their  relative  size. 

3 Based  on  the  assumptions  that  tuition  rates  increase  6.0  percent  per  year  and  that  enrollment  increases 
3.4  perent  per  year. 

* Boseed  on  the  assumptions  that  tuition  rates  increase  4.0  percent  per  year  and  that  enrollment  increases 
3.4  percent  per  year. 


The  projected  rates  of  increase  in  gross  fee  income  are  based  on 
(1)  tlie  same  enrollment  assumption  underlying  the  expenditure  pro- 
jection— namely,  an  average  annual  increase  of  3.4  percent  per  year ; 
and  (2)  the  assumption  that  increases  in  tuition  rates  will  average 
somewhere  between  4 and  6 percent  per  year.  Tuition  increased  more 
rapidly  than  this  between  1956  and  1966,  but  as  was  explained  earlier, 
the  previous  growth  rate  must  be  interpreteci  in  the  light  of  the  rela- 
tively low  tuition  charged  by  some  imiversities  in  1956.  Furthermore, 
some  slowing  clown  of  tuition  increases  is  suggested  by  the  growing 
differential  in  student  charges  at  private  and  public  institutions,  cou- 
pled with  the  desire  of  the  private  institutions  to  attract  students  from 
all  income  levels. 

For  reasons  explained  in  detail  earlier,  the  increases  in  the  amount 
of  gross  fee  income  shown  on  the  table  are  greatly  in  excess  of  the 
amounts  of  net  fee  income  which  all  students  combined  can  be  expected 
to  contribute.  Expenditures  on  student  aid  will  have  to  increase  much 
more  rapidly  than  gross  fee  income,  given  the  increasing  emphasis  on 
graduate  education  at  the  major  private  universities.  Unless  there  is 
some  unforeseen  change  in  attitudes  or  policies  governing  student  aid, 
net  fee  income  should  be  expected  to  increase  no  more  than  6 to  8 
million  dollars  between  1966  and  1976.  Thus,  implicit  in  our  projection 
of  an  increase  in  gross  fee  income  of  between  12  and  17  million  dollars 
is  the  assumption  that  at  least  6 to  9 million  dollars  of  additional  stu- 
dent aid  funds  will  be  obtained  from  the  government,  from  founda- 
tions, and  from  other  private  sources.  In  the  preparation  of  tliis  paper, 
not  enough  attention  has  been  given  to  the  evolution  of  present  student 
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aid  programs  to  permit  an  informed  judgment  of  the  likelihood  of 
such  increases  in  file  absence  of  new  (or  significantly  modified)  pro- 
grams. This  issue  is  but  one  of  many  concerning  university  finances 
which  deserve  much  more  careful  study. 

The  projected  rates  of  increase  in  endowment  income  and  in  income 
from  gifts  and  grants  are  based  on  the  analysis  of  the  record  of  private 
giving  for  all  purposes  achieved  over  the  last  decade  combined  with 
the  five  reasons  advanced  for  doubting  that  the  past  rate  of  growth 
will  be  maintained.  TOie  overall  projection  is  that  private  giving  for  all 
purposes  will  increase  from  present  levels  at  an  average  rate  of  4 to 
5Y2  percent  per  year.  (Tliis  estimate  allows  for  the  very  iml  possibility 
that  gifts  and  grants  to  private  universities  may  increase  hardly-  at 
all — or  even  decline — in  the  next  few  years,  in  the  wake  of  the  antici- 
pated cut-back  in  the  activities  of  the  Ford  Foundation,  and  then 
increase  at  a rate  of,  say,  7-9  percent  per  annum  for  the  rest  of  the 
period.)  ^ ^ ^ 

To  obtain  the  specific  rates  of  growth  used  in  the  table  for  endow- 
ment income  (3%  to  5 percent  per  year)  and  for  current  income  from 
gifts  and  grants  (4  % to  6 percent  per  year),  we  assumed  that  the  pro- 
portions of  gife  and  grants  used  for  capital  expenditures  and  added  to 
endowment  will  be  approximately  the  same  as  in  the  past.  The  slower 
rate  of  increase  in  endowment  income,  compared  with  gifts  and  grants 
to  be  used  for  current  purposes,  is  based  on  the  experience  of  private 
universities  in  general  over  the  last  decade.  It  appears  as  if  the  expe- 
rience of  our  three  case-study  institutions,  where  endowment  income 
rose  at  about  the  same  rate  as  current  gifts,  is  somewhat  atypical  iii 
this  respect. 

When  combined,  these  assumptions  imply  that  educational  and  gen- 
eral income  received  by  this  mythical  institution  from  all  of  these 
sources  (including  present  government  programs  of  students  aid  re- 
flected in  gross  fee  income)  will  incr^se  from  just  under  $25  million  in 
1965-66  to  between  $43  and  $51  million  in  1975-76 — an  implicit  rate  of 
growth  of  5.8  to  7.6  percent  per  year. 

The  Income  and  Expenditure  Projections  Coivebined 

In  Table  7 we  bring  together  the  income  and  expenditure  projec- 
tions. The  result  is  a projected  deficit  of  somewhere  between  20  and 
28  million  dollars  in  1975-76.  In  percentage  terms,  between  28  and  39 
percent  of  educational  and  gener^  expenditures  would  not  be  covered 
by  the  traditional  sources  of  income.  How  are  these  extraordinary 
numbers  to  be  interpreted  ? , ^ ^ 

Certainly  not  as  precise,  carefully-derived  estimates  of  the  magni- 
tude of  potential  dencits.  It  must  be  emphasized  that  these  projections 
were  made  on  the  basis  of  limited  data^  crude  methods  of  extrapolation 
(including  a liberal  dotie  of  judgment  in  certain  instances) , and  a num- 
ber of  heroic  assumptions.  In  addition,  such  significant  aspects  of  uni- 
versity finance  as  capital  expenditures,  organized  research,^  the  opera- 
tion of  hospitals,  and  the  management  of  all  kinds  of  auxiliary  activi- 
ties have  been  ignored.  Thus,  the  actual  numbers  printed  in  Table  7 
are  subject  to  a large,  if  unkno  wn,  margin  of  error. 


438 


Table  7.  Projected  expendiUtres  and  projected  income  at  a ^^typical”  major 
private  xiniversity,  Wrj5-1G 

[Dollars  in  mlllloiis] 


Using  higher  Using  lower 
Income  Income 

projection  . projection 


Educatlonol  and  general  expenditures 
Educationol  and  general  Income 

Deficit.^ 


Source:  Tables  3 and  6. 

The  substmtial  excess  of  projected  expenditures  over  projected  in- 
come IS  probably  best  viewed  in  more  qualitative  terms.  The  basic 
inierence  to  be  drawn  in  simply  that,  in  the  absence  of  si^piificant  new 
developments,  the  economic  squeeze  already  being  felt  by  the  major 
private  universities  is  going  to  intensify  greatly.  The  expenditure 
siae  01  tne  pi^dget  will  be  under  presesure  in  the  future  from  the  same 
Aactors  which  have  led  to  such  sharp  increases  in  university  budgets 
in  me  recent  past — the  need  to  move  into  new,  specialized,  and  higlily- 
costly  areas  of  teaching  and  research ; the  desirability  of  at  %ast 
a modest  rate  of  expansion  in  total  enrollment,  accompanied  by  a 
incre^e  in  the  ratio  of  Ph.D.  candidates  to  iindergi’aduates ; 
- upward  push  on  cost  per  unit  of  educational  “out- 
put r^ulting^  from  the  limited  opportunities  for  labor-saving  innova- 
tions.  On  thq  income  side,  however,  there  are  a number  of  reasons  for 
doubting  that  it  will  be  possible  to  maintain  the  extraordinarily  rapid 
ra  ces  of  incr^se  in  tuition  and  in  private  giving  which  have  made  it 
possible  for  the  major  private  universities  to  cope  with  these  pressures 
over  most  of  the  period  since  the  end  of  World  War  II.  It  is  putting 
these  two  sets  of  considerations  tqgethei’  which  leads  to  the  conclusion 
tn^  an  exceedingly  tight  economic  squeeze  must  be  anticipated. 

There  is,  however,  one  serious  danger  in  stating  the  conclusions  of 
tins  analysis  in  qualitative  rather  than  quantitative  terms.  The  danger 
is  that  we  may  think  (subconsciously  perhaps)  that  the  “real”  gap 
between  necessary  expenditures  and  income  is  somehow  bound  to  be 
smaller  than  tlie  projections  imply.  The  fact  of  the  matter  is  tliat 
miperfections  in  the  methods  used  to  derive  these  projections,  and 
factors  not  taken  into  account,  could  affect  the  calculations  in  eitlieT 
direction.  And  those  of  us  who  are  bom  optimists  would  do  well  to 
remember  that  most  previous  projections  of  this  kind  have  under- 
estimated the  future  requirements  of  educational  institutions. 

fseedless  to  say,  deficits  of  the  size  projected  in  Table  7 will  not  in 
fact  occur.  Ifq  board  of  tnistees  would  tolerate  an  operating  deficit 
^ sources  of  income  were 

to  be^  fo^d,  what  wo,uld  surely  happen  is  that  increases  in  expenditures 
would  be  curtailed  to  whatever  e^ept  necessary;  to  produce  at  least  an 
halanced  budget.  Thus,  the  quesiipn  at  issue  is  not 
whetheythe  projections  in  Tab^  will  or  will  nbt.oome  true:  clearly 
1 ^ -9:  ^hfii,e#pnt.  the  gap,  depicted  there  will 

be  filled  largely  by  fuitli^i*  mcrease^  in'inepme  (eitjief  .froin  tradifipnal 


: $70. 7 $70. 7 

60. 9 42. 9 


19. 8 27. 8 
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sources  or  from  new  sources)  as  contrasted  with  a forced  curtailment  of 
expenditures. 

A significant  curtailment  of  expenditures  would  mean  the  advent 
of  a process  of  retrenchment  which,  at  the  minimum,  would  reduce 
drastically  the  effectiveness  of  these  rmiversities.  To  appreciate  the 
significance  of  even  a modest  slowing  down  in  the  rate  of  increase  in 
exjienditures,  it  is  necessary  to  recognize  that  a higli  proportion  of 
the  income  of  almost  any  institution  of  higher  education  goes  to 
meet  the  (rising)  costs  of  more  or  less  fixed  commitments — ^the  main- 
tenance of  existing  plant,  the  payment  of  salaries  to  tenured  faculty 
members,  and  the  costs  of  essential  administrative  services.  It  is  the 
margin  between  “fixed’’  expenditures  of  these  kinds  and  income  which 
pei-mits  an  institution  to  participate  in  new  developments.  Thus,  even  a 
much  smaller  projected  deficit  than  the  one  depicted  in  Table  7 would 
still  mean  that  the  institution  in  question  would  no  longer  be  able  to 
play  an  important  innovative  role— or,  for  that  matter,  to  continue  for 
long  to  maintain  past  standards  of  performance  in  the  areas  to  which 
it  was  already  committed. 

Such  would  be  the  immediate,  short-run  consequences  of  the  eco- 
nomic pressures  underlying  the  projected  gap  between  expenditures 
and  income.  Over  the  longer  nin,  it  takes  no  Cassandra  to  offer  an 
even  grimmer  prognosis.  Institutional  morale  is  a delicate  thing,  and 
depends  at  least  as  much  on  the  direction  in  which  events  are  moving 
as  on  the  state  of  affairs  at  any  point  in  time.  In  the  face  of  the  kinds 
of  decisions  which  would  have  to  accompany  any  process  of  retrench- 
ment, it  would  be  very  difficult  indeed  to  retain  key  administrative 
and  faculty  personnel  and  to  maintain  general  morale.  Nor  is  it  clear, 
thinlring  purely  in  financial  terms,  that  the  rates  of  increase  in  tuition 
income  and  in  private  gifts  and  grants  incorporated  in  our  projections 
could  be  achieved  indefinitely  under  such  circumstances.  Given  the 
mission  of  a major  priva,te  imiversity,  “standing  still”  (let  alone  lean- 
ing backward)  simply  is  not  a viable  posture,  and  any  institution 
which  is  unable  to  maintain  a forward  momentum  runs  a clear  risk 
of  losing  the  support  of  faculty,  prospective  students,  patrons,  and 
friends — and  thus  exacerbating  its  problems. 

_ In  a sense  it  is  ironic  that  the  effectiveness  of  this  coimtry’s  educa- 
tional system  is  itself  one  of  the  main  factors  responsible  for  the  econ- 
omy-wide OTowth  in  productivity,  which  in  turn  is  a primary  source  of 
the  upward  pressure  on  educational  costs.  Fortunately,  however,  these 
same  productivity  gains  help  to  provide  the  increments  to  the  Gross 
National  Product  from  which  the  ever-increasing  needs  of  the  educa- 
tional sector  pau  be  met.  The  real  issues  are  whether  we  can  devise 
programs  which  will  take  account  of  the  nature  of  the  financial  needs 
of  the  various  components  of  our  overall  system  of  higher  education 
while  preserving  the  good  features  of  that  system— and  whether  we 
can  gain  political  acceptance  for  such  programs. 
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Expenditure  Expectations  for  Private  Colleges 

Hans  H.  Jenny  and  6?.  Richard  Wynn"^ 


The  original  purpose  of  this  paper  /was  to  estimate  future  income 
requirements  of  a group  of  small,  piivatcj  four-year  liberal  arts  col- 
leges. As  we  were  progressing  toward  this  goal,  after  investigating 
the  income  and  expencnture  structure  of  these  colleges,  their  enroll- 
ment and  per  student  income  and  cost  growth,  and  upon  looking  at 
some  of  the  more  recently  published  projections  into  the  1970’s  of 
certain  statistics  of  private  higher  education,^  we  decided  to  shift  our 
emphasis  somewhat. 

We  therefore  have  set  ourselves  the  following  objectives:  (1)  to 
show  how  future  income  requirement  estimates  behave  when  one 
varies  enrollment  targets  and  per  student  cost  estimates;  (2)  to  il- 
lustrate the  effect  upon  future  expenditure  estimates  of  changes  in 
the  structure  of  the  sample;  and  (3)  to  comment  on  a few  reasons 
\yhy  we  believe  that  conventional  statistical  projections  of  broad 
aggregates  will  understate  perhaps  substantially  the  future  resources 
requirements  of  private  colleges  in  general  and  of  our  gi’oup  in 
particular. 

. The  discussion  which  follows  will  be  limited  to  the  current  ov  oper- 
ating account.  Some  of  the  key  elements  of  accounting  are  explained 
in  the  appendix  to  this  chapter.  Throughout  we  shall  be  working  with 
two  types  of  figures:  (1)  o^ggregate  income  and  expense  data  which 
make  no  distinction  between  the  number  of  schools  for  which  the 
particular  type  of  information  is  available  (data  is  missing  for  some 
schools  in  the  early  years  of  the  period  studied),  thus  leading  to  a 
certain  distortion  when  projected  forward;  (2)  fer  student  income 
and  expense  data  which  should  help  us  minimize  such  distortions,  par- 
ticularly when  used  in  estimating  future  requirements.  Tlie  per  stu- 
dent data  are  rendered  on  a Full  Time  Equivalent  or  FTE  basis.  This 
means  that  part  time  students  appear  as  fractional  enrollment  units,- 

♦The  authors  are  respectively,  Professor  of  Economics  and  Vice  President  For 
Finance,  The  Ccllege  of  Wooster,  and  Instructor  of  Economics  and  Associate 
Director,  Office  of  Insitatntional  Research,  The  College  of  Wooster. 

The  authors  wish  to  thank  the  Ford  Foundation  for  the  grant  which  is  making 
possible  the  research  from  which  data  became  available  for  this  paper  and  the 
later  one  to  be  found  in  this  collection.  We  also  vish  to  express  our  appreciation 
to  the  Trustees  of  the  College  of  Wooster  for  supplemental  support  in  finances  and 
other  resources  without  which  this  study  could  not  have  been  completed  on  time. 
We  should  also  like  to  thanlc  the  following  for  their  invaluable  assistance  and 
frequent  last  minute  help  beyond  the  call  of  duty:  Dr.  R.  Cope,  J.  Cook,  R. 
Butdorf,  L.  Baab,  S.  Collins,  L.  Bamberger,  and  R.  Whitaker. 

The  opinions  expressed  here  do  not  refiect  those  of  either  the  Ford  Foundation 
or  the  Trustees  of  The  College  of  Wooster. 

1 Kenneth  A.  Simon,  et  al.,  Projectiona  of  Educational  Statiatlca  to  19^6-77,  National 
Center  for  Educational  Statistics,  U.S.  Dept,  of  HEW,  Washington,  D.C.,  19 C8. 
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pus 19B0.  Alvin  C.  Eurich,  ed..  Delacorte  Press,  New  York,  1968. 

s Fractional  PTE  students  have  everywhere  been  rounded  to  the  nearest  whole  PTE 
unit,  thus  no  decimals  are  used. 
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such  that  FTE  enrollment  figures  may  differ  from  published  enroll- 
ment data  which  normally  refer  to  persons  enrolled.  We  shall  use  the 
abbreviation  FTES  to  denote  that  our  data  refer  to  per  student  in- 
come or  expenditures. 

Tables  I.A.  and  I.B.,  respectively,  present  detailed  infonnation  on 
aggregate  income  and  aggregate  expenses  of  the  colleges  in  our  sample. 
Tables  2.A.  and  2.B.  present ^ata  on  the  growth  in  income  and  expenses 
by  quartileson  both  an  aggregate  and  FTES  basis. 

Table  l.A. — Summary  of  total  aggregate  income — JEntire  sample 
[In  thousands  of  dollars]  ^ 


I960  1061'  1062  1068  10G4  1905  1066  1067  106S 

(23)2  (25)2  (29)2  (20)a  (31)J  (3i)a  (31)3  (31)3  ^31)3 


Tuition  and  foes $24,470  $29,691  $38,097  $42,184  $47,941  $54,430  $60,946  $66,557  $72,694 

Endowment  Income 6, 532  7, 23S  0, 408  0, 697  11, 600  13, 396  14,  238  14, 062  16, 286 

Gifts  and  grants 4,426  5,190  6,146  7,535  9,007  10,174  11,313  12,054  13,972 

Other  income... 1,264  1,661  2,272  2,333  2,469  2,708  3,133  4,393  4,838 


Total,  educational  and 

gcnoraUncome. 30,691  43,780  65,923  61,649  72,007  80,707  89,631  97,966  107,690 

Auxiliary  enterprises 17,107  20,616  24,853  26,850  30,165  33,299  ' 36,279  38,994  41,856 

Student  aid 2,648  2,947  . 3,664  4,276  4,899  6,636  6,106  7,300  9,013 

Intercollegiate  athletics. 189  201  200  238  363..  329  -.  .311  363  306 

Other  educational  operations..  630  692  829  . 939  1,090  1,168  1,222  1,236 


Total  Income... 67,266  68,236  86,469  03,953  103,523  121,028  133,619  145,785  160,100 


Student  aid: 

Gifts. 1,383  1,628  1,915  2,298  2,658  3,037  3,347  4,246  6,642 

Endowment 1,105  1,268  1,675  i;878  2,146  2,400  2,713  2,967  3,339 

Other  sources 00  61  74  101  96  09  46  87  133 


Total,  student  aid 2,648  2,947  3,664  4,276  4,809  6,636  6,105  7,300  9,013 


Gifts: 

Operating 4,426  5,190  6,140  7,535  9,907  10,174  11,313  12,054  13,972 

Student  aid 1,383  1,628  1,916  2,234  2.658  3,037  3,347  4,246  6,642 


Total 6,809  6,810  8,060  9,768  12,564  13,211  14,660  16,300  19,614 


Endowment: 

Operating 6,632  - 7,238  0,408  9,597  11,690  13,395  14,238  14,962  16,286 

Student  aid 1,105  1,268  1,676  1,878  2,146  2,400  2,713  2,967  3,339 


Total  endowment 7,637  8,606  11,083  11,476  13,835  16,794  16,951  17,929  19,625 


1 Total  may  not  add  because  of  rounding*. 

^ Numbers  In  parentheses  equal  to  number  of  colleges. 


Table  l.B. — Summai'y  of  total  aggregate  expenses — Entire  sample 
[In  thousands  of  dollars]  ^ 


I960  1961  1962  1963  1964  1965  1066  1967  1068 

(23)2  (26)2  (29)2  (20)2  (31)2  (31)2  <31)2  (31)3  (3i)a 


All  administration $9, 612  $11, 614  $14, 623  $16, 311  $19, 428  $21, 607  $23, 770  $26, 590  $29, 139 

Instructtonal 17,866  21,451  26,834  30,006  34,674  38,111  41,852  46,596  61,713 

Library 1,636  1,953  2,629  2,902  3,621  3,981  4,376  5,014  5,463 

Operation  and  maintenance 6,430  7,781  9,323  10,346  11,333  12,656  14,102  15,316  16,322 

Other  educational  and  gen- 
eral expenses 66  90  04  136  72  82  165  2S2  227 


Total,  educational  and 

general  expenses 35, 609  42,706  63,404  69,702  69,078  76,337  84,266  93,798  102,863 

Auxiliary  enterprises.... 16,736  18,631  22,772  24,621  28,016  30,814  37,877  37,389  39,898 

Student  aid. •. 4,186  4,917  6,300  7,092  8,691  9,795  10,716  12,293  14,474 

Intercollegiate  athletics 692  772  932  1,030  1,236  1,404  1,613  1,633  1,760 

Other  educational  operations..  650  646  645  1,001  1,062  1,114  1,304  1,313  1,345 


Total  expenses - 66^772  67,760  84,263  93,446  108,082  11^463  131,673  146,427  160,341 


' Total  may  not  add  because  of  rounding. 

3 Numbers  In  parentheses  equal  to  number  of  colleges. 
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3d  enrollment  quartUe  3 Slowest  enrollment  growth  quartile  ^ 
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a.  Annual  growth  of  aggregate  income  and  expense  {from  table  2*A,) 
(In  percent] 


Item 

1st 

quartile 

2d 

quartile 

3d 

quartile 

4th 

quartile 

Total 

Educational  and  general  Income 

— - 20.26  . 

16. 13 

12.62 

13.63 

14.72 

Total  Income U 

20.21 

12.86 

: 11.66 

11. 71 

13.43 

Educational  and  general  expense... 

19.86 

14.86 

. 12.30 

12.81 

14.29 

Total  expense 

20.72 

12.86 

11.66 

11.71 

13. 69 

Enrollment 

8.73 

2.40 

2.36 

1.09 

3.00 

The  aggregate  enrollment  for  the  groiip  rose  by  8.39  percent  an- 
nually; this  figure,  however,  is  not  properly  weighted  because  in  the 
early  years  we  are  missing  data  for  several  colleges.  The  quartile  and 
coiTesponding  to^l  enrolmient  gro^vth  percentages  in  summai’y  table  a. 
above  discount  the  changing  number  of  colleges. 


6.  Annual  growth  of  FTES  income  and  expense  (from  table  2.B.) 
(In  percent] 


1st 

2d 

3d 

4th 

Item 

quartile 

quartile 

quartUe 

quartile 

Total 

Educational  and  general  income.. 

10.67 

8.66 

11.44 

9.46 

Total  income... 

6.79 

8.76 

7.76 

9.77 

8.41 

Educational  and  general  expense........ 

6.68 

10.46 

8.36 

10.80 

9.69 

Total  expense 

7.09 

8. 96 

8.12 

9.73 

9.20 

We  wish  to  call  the  reader’s  attention  especially  to  the  differing 
growth  rates  in  each  quartile,  a fact  which  was  taken  into  account  in 
our  approach  to  the  expense  projections.  At  present  there  is  very 
little  evidence  to  suggest  substantially  lower  future  expenditure  gro^li 
than  that  experienced  during  recent  years.  To  the  contrary,  many 
factors  seeni  to  point  to  accelerating. expense  growth  (see  Section  III, 
below).  . ; 

Tables  3.A.  and  3.B.  reproduce  what  we  call  the  “Eepresentative 
Mean  College”  income  and  expenditures.  The  figures  were  obtained  jby 
dividing  aggregate  income  and  expenditure  data  by  the  number  of  col- 
leges in  the  sample  and,  for  the  FTES  data,  by  the  number  of  students 
in  the  sample  each  year.  ' 

In  the  “Eepresentative  Mean  College’’  total  income  and  expenditures 
grew  as  follows : 


Educational  and  general  income 

All  income 

FTES  educational  and  general  income 

All  income 

Aggregate  educational  and  general  expense. 

All  expense ! 

FTES  educational  and  general  expense 

All  expense.* 


Mean  annual 
growth  {percent) 

14.  72 

.... 13.  43 

9.45 

8.41 

...j 14.  29 

13.  69 

9.12 

8.64 
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II.  PEOJEGTIONS  OF  EXPENDITUBES  UXDEE 
VAEYING  ENEOLLMENTS 

As  we  reach  this  point  of  our  study  we  must  attest  once  again  to  the 
as  yet  incomplete  status  of  our  investigations.  To  date  we  have  not  had 
enough  time  to  submit  our  information  to  the  kind  of  statistical  ma- 
nipulations which  are  necessary  in  order  to  huild  into  our  expenditure 
projectioTis  the  theory  which  we  see  emerge  from  a few  of  the  high- 
lights suggested  by  the  foregoing  tables  and  by  our  paper,  “Short  Eim 
Cost  Variations  in  Institutions  of  Higher  Learning,”  which  also  ap- 
pears in  this  collection. 

In  order  to  make  some  expenditure  projections  we  have  thei-efore 
taken  a shortcut.  In  place  of  statistical  projection  methods  we  have 
made  graphic  sight-projections  which  can  be  seen  on  the  attached 
Linear  Expenditure  Projection  Maps  (LEPM).  For  purposes  of  a 
first  approximation,  the  method  is  sufficiently  accurate  ana  will  pro- 
vide useful  enough  alternatives. 


T.  Enrollment  Variations 


The  (linear)  mean  annual  enrollment  increase  for  the  “average”  or 
“representative”  college  has  been  2.99  percent  (or  23.9929  percent  for 
the  period).  For  the  sample  of  3l  colleges,  aggregate  enrollment  has 
had  a total  linear  growth  of  67.1591  percent  or  8.3948  percent  annuall}^ 
Some  of  this  increase  results  because  fewer  than  3i  colleges  appear  in 
thesample priorto  196*4.  (See table3A.)  t 

In  surveying  the  colleges  in  our  sample,  we  obtained  relatively  little 
useful  information  concerning  their  future  enrollment  growth  plans. 
Seventeen  colleges  in  our  sample  responded  that  they  anticipated  no 
enrollment  growth  between  now  and  1975 ; only  6 .schools  appeared  to 
have  made  well  thought-out  estimates  of  future,  student  populations. 
We  do  liot  think  that  we  should  rely  too  heavity  on  these  responses. 

We; hu;ve  therefore. drawn  on  bur  LEPM  (Map  1):  three  possible 
enrollment  projections  (lowest  three  lines),  consisting  of  what  we  con- 
sider 4o  be  likely,  reasonable  possibilities,”  and  obtain  the  following 
results:  : 


; : . . Mean  annua 

grovrth  (per" 
cont)i  (1967-68 
through 

1067-68  , 1976-77  1076-77) 


Repreaoutatlvo  college:  Enrollment 

31  college,  aggregate:  Enrollment 


■1.416, 

1,416 

1,416 

43,001 

43,901 

43,001 


2,150 
2, 050 
1, 730 
66,650 
63, 550 
53,630 


5.7595 

4.  9748 
2.4630 

5.  7576 
4.  9730 
2. 4623 


j The  mean  annual  percentage  growth  was  calculated  by  dividing  1967-68  ehroliment  Into  1076-77  en- 
wUment  to  obtain  a total  linear  growth;  this  result  waS' divided  by  0 (the  years  enrollment  changed). 

Knr  ftTfimnlft  flfof  Hnn  to.  O 1Kn/t  — 00l!0  .............  .■«  onr.ni..  » . ® 


For  example,  the  first  line  is:  2,150/1,416=51.8362  percent  total  growt! 
growth,’  . . r- 


I 


51.8362/9=5.7595  percent  annual 
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Provided  Student.  Aid  is  available  to  each  poll^ge  to  an  increasing 
extent,  we  should  assume  (1)  that  enrollm^  v 

tutions  will  at  least  remain  at  the  current  level,  and  (2)  that  it  will 
increase  during  the  I970’s  at  about  the  1960-68  average 
For  planning  or  projection  purposes,  it  may  therefore  b^adequate  to 
expect  a future  resources  need  for  an  enrollment  of  at 
between  53,630  and  63,550.  In  the  following  we  shall  mcludeth^^^^^ 
tar<^ets  as  well:  if  they  do  not  materialize  no  damage  will  have  Mn 

done:  it  is  better  to i overestimate  future  income  Teqiuremente  ratl^w 
than  to  underestimate  them,  as  hasbeen  done  far  too  often  m the  pcist. 

We  shall  return  to  this  point  in  Section  III.  _ . ^ - 

From  the  LEPM  (Map  2):  wepbtain  the  foil oym&E.ducatira 
General  and  Total  Expense  targets  for  1976-77  (based  on  an  estimation 
procedure  mudi  the  same  as  that  followed  in  obtaining  the  enrollment 

projections);  

Mean  annual  ■ Mean  annual 


grow  til,' 

■ 1967-68  ■ 
through 
1976-77 


growth, 
I960 
through 
1968 


1976-77  (in  percent)  ■ (to  preent) 


Educational  and  general  expense;  , :*«?75  nno  000  ■ 18.69  ■ 14,29 

. ; 16-.85‘-  : ’ ^4.29 

230,000,000  13., 73,.  ' 

g’— 210,000,000  '•  11.67  14.29 

Tot^ expe^o:' ■ 400. odo, 66b'  ' " ^ ' 20. 8V ' ' ^ ' ■ }3- a 

rri-vrici-.” .asp, 000, 000  is. 20 . .13.69 

From  these  aggregates  we  in  turn  obtain  the  following  thr.ee  nipdels 

relative  to  each  enfolImenC target:^  ; > . i;  i ' ' 

^ V ENROLLMENT,  63,630  I^ijS  FOR  EACH  E XPENDI^ U RE  AG GR^  \ . . 

— — ^ . FTES  ■ • 

. , . . . . . , .expense  ' ' . 

h-rij  ■;:U'  ‘ ■ nr  - i - ^Expenditure'  > ■ .iiguies;  ■ :Fcrcent 


acrrciicriicriirriii-'i-ir — 



( • E-v-n-:— .w-i 


- $6,128  ' 
. 4,' 568. 
4,289 
3,916 
• ,8,677 
i 7,645 
, 7,086 


?2.343 


■A  3, 652 


13.21 
10.66 
• ■'9.'23 
..7.46 
'14. 98 
12. 16 
10.46 


MpeMr&:fotl967-fl8,used;as  tt:base  In'cidculatlrig.thq  moon.aimual  growth  per- 
contages.,^  .y;"  ; i J,  :j; 


divided  ,br  :the  1967-68  base'  FIBS  .'cost,  to  .obtala  a total 
' ■'  •^c?^e^otaV-srov(th  !t^^^^  divided,  by'  bin^,’  giving  lusrthe:  annual  percentage 

-if!  r ’i-r:  va- 

■ /;V: ! i ! (!'ari  ■ • '' 


For  M<^el  'A : 
l i , aV  $276,000,000 




-=$5,128  FTJ38  cost. 

63.630, 

$6,12$ 'Vti 7/  -Ht'  j-,a/5 

;.rT7TrT-=:U8.«6%  Totalgrowth. 

iO  r ; xTn  ;r*  ,•.%> 

c.  118.86% 


-=13.21%  Anmtal  growth. 


.vi'riarraf 


:-;r 


451 


452 

ENROLLMENT,  63,660;  FTBS  FOR  EACH  EXPENDITURE  AGOREOATES 


Expenditure 


FTES 

expense 

figure 


Percent 


Map  3b:  > 

A. -.. 

B. ._. 

C. ._. 

D 

E-... 

. F.... 

G.... 


9.41 

7.17 

6.05 

4.56 

10.91 

8.52 

7.08 


ENROLLMENT,  66,650:  FTES  EXPENSE  FOR  EACH  EXPENDITURE  AGGREGATE 


Map  3c:  * 

A $4, 126 

B 3,676 

V- 3,451 

D 3,161 

B 6,902 

F 6, 152 

G - 6,701 


3 2, 343 


3 3,652 


8.46 

6.32 

5.25 

3.83 

9.89 

7.61 

6.23 


3 See  LEPliL  map  3,  pts.  a-c. 

3 These  are  FTES  expense  figures  for  1967-68  used  as  a base  in  calculating  the  mean  annual  growth  per- 
centages. 

It  is  appropriate  to  remember  here  that  for  our  sample  the  annual 
F^ES  expense  growth  was  as  follows  for  the  period  as  a whole : 


Education  and  General  Expenses 9. 69 

Total  Expense- - 9. 20 


We  could  therefore  conclude,  among  other  things,  that  our  projec- 
tions should  at  least  include  FTT5S  expense  growth  models  which  ap- 
proach a mean  annual  growth  rate  of  between  9 and  10  percent.  Since 
our  enrolhn^t  variations  include  for  each  FTES  cost  one  or  more 
models  of  this  type,  we  can  assume  that  our  LEPM  provides  us  with 
a reasonably  realistic  first  guess  concerning  future  income  require- 
ments. 

The  sample  of  31  colleges  showed  sharply  differing  income  and  ex- 
pen^  growth  ra^.  In  order  to  establish  a reasonably  realistic  set  of 
projections,  we  inquired  about  enrollment  expectations,  but  ^received 
rather  i^eless  information.  We  thus  were  forced  to  make  our  own 
assumptions: 

a.  Enrollment  could  be  expected  to  grow  somewhere  between 

two  extremes,  bf^d  on  experience;  we  chose  three  projections 
which  are  well  within  the  sample’s  growth  pattern:  (1)  two  rela- 
tively fa^  enrollment  growth  rates  typicaf  ol  about  40%  of  the 
sample,  and  (2)  one  mean  growth  rate  similar  to  that  of  the 
“Eepresentatiye  Mean  (See  notes,  tables  3. Ai  and  3.B.) 

b.  Expenditure  grovrth  varies  from  enrollment  quartile  to 

quartile  (tables  2. A.  and  3.B.),  and  we  chose  several  possibilities 
which  again  coirespond  fairly  well  to  mean  annual  gn>w^  rates 
experienced  in  the  sample;  projections  by  -the  colleges  th^selves 
were  available  in  but  a lew  cases  and  they  tended'to he  unconvinc- 
ing for  the  most  part.  , ; ' 

We  now  turn  to  some  modifications  and  comments  which  are  appro- 
priate in  an  effort  of  long  range  resources  definition  for  in^tutions  of 
higher  learning.  *5  . T ^ 
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III.  SOME  KEY  MODIFICATIONS  TO  BE  CONSIDEEED 
IN  LONG  RANGE  EXPENDITURE  PROJECTIONS 

^ When  one  uses  semi-logarithmic  graph  paper  and  he  obtains  an 
eight  to  nine  year  total  expenditure  line  which  is  not  noticeably 
curved,  there  would  seem  to  exist  substartial  justification  in  assuming 
that  forward  projection  of  the  data  at  the  established  rate  might  look 
reasonable.  Although  our  sight-projections  may  not  be  very  accurate, 
the  foregoing  LEPM  provide  us  with  boundaries  which  are  fairly 
well  anchored  in  the  recent  and  current  reality.  The  minimum  aggre- 
gate expenditure  escalation  we  should  expect  is  reasonably  well  de- 
fined by  the  Total  Expense  line  G which  moves  toward  $380,000,000 
^ 197^77.  The  projected  $210,000,000  minimum  for  Educational  and 
General  expense  appeal's  to  be  quite  modest  from  what  we  know  of  the 
recent  past.^  As  far  as  the  maxima  are  concerned,  $460,000,000  may 
seem  excessive  for  the  Total  Expense  projection,  but  in  contrast  the 
$275,000,000  for  Educational  and  General  expenses  appear  more  nearly 
in  reach. 

The  final  outcome  will  bo  interesting  to  observe  once  the  years  have 
gone  by.  In  the  meantime,  we  should  like  to  dwell  on  several  factors 
which  our  specific  lines  on  tlie  LEPM’s  may  ignore. 

1.  Stkuctural  Changes  Within  the  Sample 

In  our  paper,  “Shoit-run  Cost  Variations  in  Institutions  of  Higher 
Learning,^’  which  appears  elsewhere  in  this  collection,  we  discuss  sev- 
eral types  of  ^ructural  changes  which  can  take  place  over  time;  one 
of  these  is  of  interest  here : if  several  of  tiie  smaller  colleges  begin  to 
try  to  escalate  their  enrollments  substantially,  other  things  being 
equal,  the  annual  growth  of  the  sample  as  a whole  may  speed  up.  In 
reality,  some  colleges  in  the  sample  will  slow  down  their  enrollment 
growth,  while  others  will  accelerate  it.  The  true  mix  is  impossible  to 
lorecast  until  we  have  more  reliable  infonnation  on  the  long  range 
plans  of  each  individual  college. 

But  wo  do  know  of  several  instances  where  very  rapid  enrollment 
escalation  is  not  only  planned  but  already  under  way.  We  should 
therefore  bo  quite  surprised  to  see  less  enrollment  escalation  on  bal- 
ance during  the  next  eight  to  ten  years  than  this  group  of  colleges 
experienced  in  the  period  on  which  this  study  is  based. 

Wo  believe  that  it  is  important  to  anticipate — through  proper  and 
careful  long  range  planning — how  individual  enrollment  growth  rates 
affect  the  siunplo  as  a whole,  paiticularly  if  wo  wish  to  have  a reason- 
ably accuiate  idea  of  the  amounts  and  the  types  of  specific  resources 
which  will  he  required. 

Different  enrollment  growth  rates  affect  the  internal  structure  of 
expcnditui*es,  bo  it  in  tlio  Educational  and  General  or  in  the  Total 
Exi^enso  account  As  wo  move  fonvard  in  the  in-depth  analysis  of 
some  of  our  data  wo  should  bo  able  to  call  attention  to  specinc  rola- 
tively  stable  relationships.  In  the  moantime  wo  should  not  bo  satisfied 
with  defining  tho  future  income  requirements  of  private  (or  any  other) 
institution  of  higher  learning  from  oitlier  a professionally  perfect 
statistical  projection  or  the  kiiu!  of  lines  which  we  have  drawn  on  our 
LEPM’s,  however  plausible  the  results  may  look. 
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In  estimating  future  educational  expenditures  we  are  not  interested 
solely  in  whether  appropriate  amounts  of  money  will  be  ready^hen 
needed;  we  must  have  available  the  right  hinds  of  resources.  Projec- 
tions from  broad  aggregates  tend  to  hide  rather  than  to  reveal  these 
specific  qualitative  needs.  An  analogy  with  the  national  economy  may 
be  appropriate  here.  The  GNP  will  rise  whether  we  escalate  private  or 
pubfic  spending;  it  may  rise  faster  or  more  slowly  depending  on 
winch  we  emphasize  more,  but  the  more  we  spend  either  way,  the 
larger  will  be  the  GNP.  ITie  real  issue,  however,  is  not  so  much  in 
whether  the  total  GNP  increases,  but  in  what  happens  within  the  struc- 
ture of  the  GNP. 

We  make  this  point  in  part  because  we  believe  that  the  requirements 
for  more  resources  for  higher  education  as  a whole  have  been  well 
publicized,  recognized  and  supported.  We  think  that  as  a Nation  we 
are  less  well  aware  of  where  the  new  money  should  be  allocated /wzi/tm 
the  educational  stmcturo  or  system.  Are  we  interested  in  quantitative 
growth?  Are  ^Y0  concerned  with  qualitative  imprpvementsj  Wliat  de- 
gree of  diversity  between  small  and  large,  public  and  private,  insti- 
tutions do  we  think  is  desirable  and  therefore  in  need  of  support? 

Specific  ansu*ers  have  been  given  by  means  of  public  policy  support 
of  private  higher  education  to  several  questions  of  the  type  just  sug- 
, gcsted.  For  instance,  much  financial  aid  has  come  to  those  who  were 

willing  to  increase  their  enrollments.  Equipment  and  research  grants 
to  science  departments  have  enabled  some  of  the  smaller  liberal^  arts 
■ ' colleges  to  maintain  course  offerings  in  these  areas  without  pricing 
themselves  even  further  out  of  certain  student  marlcets.  During  the 
last  two  to  three  years  there  can  also  be  seen  a broadening  of  the  list 
of  educational  ventures  which  seem  to  be  deserving  of  public  support. 

All  of  this  has  had  an  influence  on  the  policies  of  the  educational 
institutions  in  our  sample,  and  in  turn  there  has  been  a significant 
effect  on  the  income  and  expenditure  structure  as  a whole  and  indi- 
vidually. One  strildng  fact,  which  we  may  try  to  demonstrate  in  an- 
I other  study,  is  that  the  colleges  in  our  sample  have  benefitted  most 

! imevcnly  from  the  public  munificence.  Instead  of  upgrading  the  weak, 

I much  of  the  grantsmanship  has  further  stren^liened  the  already 

; strong,  and  we  are  not  referring  here  to  financial  upgrading.  In  some 

instances,  public  suppoit  has  produced  unwise  private  policies.  Many 
! a pnvate  college  has  been  tempted  for  often  complex  r^sons  into 

going  after  public  funds;  in  so  doing  it  acquiesced  to  policies  which 
it  really  did  not  want  to  get  involv^  in.  But  money  pressures  were 
such  that  . . . etc.,  etc. 

Caieful  study  and  forecasting  of  the  structunil  changes  which  aie 
expected  within  the  total  sample  appear  to  be  important  to  us  after 
we  have  been  oximscd  to  the  individual  characteristics  of  the  colleges 
and  to  the  very  special  and  specialized  financial  lyquircmcnts  of  cacli. 
In  this  sense,  then,  we  should  expect  our  projections  to  be  subject  to 
I substantial  long  range  alterations. 

i 2.  ClIANOKS  IN  EnUOATIONAn  TKCIINOI4OGY 

I 

i One  of  the  more  significant  limitations  of  traditional  projection 

I methods  is,  in  our  view,  their  almost  total  neglect  in  anticipating 

changes  in  educational  technology. 
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Wlien  Tve  st?ate  the  matter  as  bluntly  as  this,  we  should  not  like  to 
suggest  that  we  have  lost  our  sense  of  humor.  Among  other  thiiigs,  we 
are  aware  of  the  fact  that  educational  technology  has  not  changed 
and  is  not  going  to  change  vexy  rapidly  at  the  college  level.  But  one  of 
the  special  advantages  which  public  policy  has  is  its  ability  to  encour- 
age expeiimentation,  as  well  as  the  practice  of  those  methods  and  tecli- 
ni^ues  which  have  proved  to  be  efective  after  careful  research  and 


testing. 


The  main  reason  why  we  think  one  should  pay  attention  to  changing 
educational  technology  in  projecting  future  income  requirements  is  the 
fantastic  capital  and  operating  resources  requirements  which  the  very 
thought  of  it  entails.  The  reader  can  free  liimself  from  the  notion 
that  what  we  are  talking  about  is  the  inan-become-slaye-to-the-machine 
kind  of  technology ! Instead,  what  we  have  in  mind  is  the  machiner— 
and  the  technique — which  frees  man  from  the  mechanical,  the  repeti- 
tive, the  dnidgery,  all  of  the  things  wliicli  take  him  away  from  his  cre- 
ative teaching  functions  and  learning  process. 

In  some  of  the  more  cost-conscious  circles  the  question  has  been  asked 
how  the  teacher  can  bo  made  more  productive.  In  many  applications 
the  machine  (not  inevitably^  the  teaching  machine)  will  do  just  that, 
in  the  same  way  it  has  done  it  in  other  fields.  Man  by  himself  does  not 
increase  his  basic  productivity  after  he  has  reached  a specific  point 
in  his  professional  development.  Certain  types  of  equipment  will  im- 
prove his  productivity,  often  quite  substantially  both  in  quantity  and 
quality.  ' . , . 

But  when  we  r aise  the  matter  of  educational  teclmology  in  relation  to 
institutions  of  liigher  learning,  we  have  more  complex  and  promising 
things  in  mind.  For  instance,  we  think  of  the  future  Libraiy  as  an 
information  storage  and  retrieval  system  which  has  no  immediate  geo- 
graphic boundaries.  Or  we  think  of  the  computer  and  the  computer 
terminal  as  instantly  available  office,  classroom  and  study  room  buddies 
enabling  student  and  teacher  quick  access  to  information  in  almost 
any  kind  of  course.  And  we  thmk  of  those  future  dormitories  which 
will  have  piped  into  them  a constant  stream  of  video- and- sound-tape 
educational,  recreational  and  other  programs.  We  could  be,  on  tlie 
threshold  of  an  era  in  higher  education  where  ihorc  students  will  learn 
more  things  faster  thanks  to  modem  educational  technology  than  any- 
thing wo  can  now  see  in  effect  at  the  colleges  in  onr  sample. 

i^ll,  the  technological  revolution  which  makes  possible  what  wo 
have  listed  (and  more)  is  already  in  progress.  The  products  can  be 
bought,  and  the  methods  are  available  to  be  learned.  It  would  be  short- 
sighted, indeed,  to  ignore  the  financial  implications  of  this  new  tech- 
nology, mostly  because  it  would  bo  sad  to  assume  that  the  colleges 
in  our  sample  will  not  make  use  of  it  increasingly. 

The  comsequonces  are  relatively  simple:  our  projection  lines  do  not 
reflect  sufficiently  the  sharply  increased  aggregateco-sts  which  this  tech- 
nological development  will  entail,  except  perhaps  in  the  $400,000,000 
line  for  Total  Expenses.  The  colleges  which  have  gone  into  the  “com- 
puter business’’  can  testify  to  the  fact  that  this  type  of  cost  is  almost 
without  exception  nndorestimatccl  by  wide  margins.  The  axpenditiirc 
projections  available  todav,  even  those  based  on  some  degree  of  long 
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range  planning,  tend  to  ignore  or  significantly  to  understate  the 
resources  which  will  have  to  be  mobilized  in  order  to  make  effective  the 
marvelous  technology  which  is  now  becoming  available. 

3.  New  Aspeous  in  Capital  Development 

Although  our  projections  are  limited  to  the  operating  account,  we 
cannot  ignore  seveml  aspects  of  capital  development  which  are 
involved.  Two  of  the  more  significant  prospects  will  be  singled  out 
here. 

First,  debt  service  for  non-income  earning  plant  assets  will  become  a 
more  impoitant  element  in  private  college  expenditures  than  has  been 
the  case  during  the  period  studied.  Our  projections  reflect  only  wdiat  is 
going  on  now,  out  not  the  scope  of  what  may  be  happenii^.  As  we  move 
toward  tax-exempt  interest  yielding  bonds  issued  by  State  agencies 
(i.e.,  Ohio  Educational  Facilities  Commission),  interest  subsidies,  and 
th6  pressure  for  capital  to  build  new  plant,  renovate  old  buildings,  and 
purchase  expensive  equipment,  an  operating  expense  for  debt  service 
may  become  an  ever  more  significant  element  for  many  institutions  in 
our  sample. 

Second j major  plant  renovation  efforts  and  equipment  replacement 
may  entail  rapidly  rising  costs  which,  in  the  absence  of  gifts  or  loans, 
may  have  to  come  put  of  current  income.  Although  colleges  were 
warned  by  Sidney  G.  Ticlcton  many  years  ago  to  stait  building  up 
small  and  increasingly  larger  reserves  for  such  purposes,  very  few 
schools  have  made  inuch  headway  toward  any  realistic  capital  replace- 
ment contingency.  Our  projections,  therefore,  require  substantial  addi- 
tions if  one  of  our  aims  is  to  estimate  future- income  requirements  for 
these  obvious  types  of  expenditures.  It  does  not  matter  much,  in  this 
case,  that  these  are  in  fact  capital  expenditures.  As  long  as  tliey  must  be 
financed  from  current  gifts,  they  need  be  included,  and  we  are  therefore 
understating  significantly  our" financial  requirements. 

4.  New  AcAOEisnc  Programs 

Another  important  shortcoming  of  statistical  and  sight-projections 
is  their  inability  to  identify  foithcoming  new  academic  developments 
which  will  require  substantial  new  funds.  The  problem  is  similar  to  that 
involving  educational. technology. 

. Again,  our  maximum  aggregate  or  FTES  expense  targets  do  not  take 
into  account  what  may  become  fairly  hefty  monetary  requirements  for 
the  introduction  of  experimental,  and  the  development  of  proven,  new 
academic  ventures. 

Two  recent  examples  stand  out.  'Who  would  have  thought  at  the 
banning  of  the  1960’s  that  urban  studies  and  black  culture  academic 
offering  would  begin  to  expand  througli  the  typical  liberal  aits 
curriculum  ? 

And  it  would,  indeed,  be  a wasteful  exercise  to  hope  that  such  addi*: 
tions  will  in  the  future  be  introduced,  by  eliminating  any  major  pro- 
gram now  in  force.  The  academic  world  does  not  operate  in  this 
manner^  sudi  that  we  must  plan  to  add  net  to  the  total  cost  of  such 
innovation. 
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5.  Development  of  Administi{ative  Capabilities  of  College 

^ The  final  example  requiring  a significant  modification  in  our  LEPM 
lines  pe^ins  to  the  need  for  sulistantial  upgrading  in  many  of  the 
colleges  in  our  sample  of  the  administrative  apparatus.  In  many  ways, 
some  of  the  in^tutions  are  very  much  under^affed  administratively 
and  underseiwiced,  or  both.  Above  all  else,  many  lack  the  highly 
skilled  personnel  which  some  of  our  modem  management  tasks 
require. 

In  this  respect,  our  sample  is  perhaps  not  as  representative  of  pri- 
vate colleges  in  general  as  one  might  wish  it  to  be.  On  balance  the 
administrative  expen^  component  has  moved  foi*ward  rather  well.  At 
any  rate^  our  expenditure  projections  incorporate  only  a fraction  of 
the  administrative  cost  potential  which  is  actually  inherent  in  the 
system.  Thus,  again,  our  target  figures  may  err  on  the  low  side. 


IV.  CONCLUSION 

Plere  wo  slioidd  like  to  restate  wliat  must  be  all  too  ob^nous  by  now : 
projections  of  future  expenditures  which  have  the  object  of  defining 
future  income  requirements  will  fall  far  short-of  a realistic  target  if 
they  are  based^  on  past  occurrences.  Traditional  statistical  projections 
and  our  own  linear  sight-projection  lines  fall  under  this  limitation. 

We  do  not  wish  to  suggest  that  they  are  therefore  without  value. 
Their  worth,  however,  is  limited  to  creating  an  other-things-being- 
equal  frame  of  reference.  Established  and  developing  trends  become 
visible,  and  in.  the  absence  of  significant  changes  in  the  underlying 
elements,  they  will  have  proved  to  bo  useful  forecasts  of  probable 
results.  Toda3r,  in  a rapidly  evolving  social,  economic,  and  political 
environment,  in  a world  of  economic  development,  sporadic  localized 
warfare^  the  recurring  danger  of  revolution,  and  at  a time  of  poten- 
tially wide  ranging  technological  change  in  education,  we  cannot  take 
established  trends  for  granted.  Therefore,  we  must  supplement  our 
projections  by  other  means. 

The  most  promising  of  these  is  careful  long  range  planning  of  the 
mdi/vidual  college  wi  an  integrated  system.  In  order  to  provide  college 
administrators,  private  foundations,  and  legislatures  with  an  idea  of 
the  comprehensive  operating  income  requirements  of  our  institutions 
of  higher  education,  history  must  be  supplemented  with  careful  and 
continuous  planning. 

This  cannot  be  done  from  broad,  anonymous,  and  general  aggre- 
gates. Long  range  planning  must  start  with  the  individual  institution. 
Eventually,  it  is  the  sum  total  of  carefully  defined  and  drawn  up 
plans  foi*,  say  a five  to  ten  year  standard  length  of  time,  which  "will 
infqm  of  the  aggregate  income  requirements  for  a given  group  of 
institutions. 

While  we  are  on  this  point,  we  should  like  to  suggest  that  we  re- 
examine the  conventionahsub-groupings  which  have  become  standard 
fare  in  our  national  statistics  on  higher  education.  Our  traditional 
pographical  groupings,  our  characteristic  associations,  and  even  the 
breakdown  by  size  of  enrollment  may  not  at  all  bo  the  most  appropri- 
ate foundation  for  a well  thought-through  data  base  for  long  range 
educational  income  reauirements.  Wo  hope  that,  as  this  study  pro- 
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gresses,  some  alternatives  can  be  suggested.  We  have  used  enroll- 
ment ^owth  as  a possibility  here,  but  we  hasten  to  add  that  this 
does  not  represent  a conviction  on  our  part.  It  was  merely  conven- 
ient. We  can  definitely  say  one  thing,  however ; traditional  listings 
and  cat^ories  have  hindered  rather  tnan  helped  us  so  that  we  dis- 
carded tnem  without  regret  at  least  for  the  time  being. 

Colleges  witli  large  endowments  seem  to  have  ceitain  common  char- 
acteristics; similarly  do  those  with  rich  constituencies.  Fast  growing 
schools  offer  certain  parallels,  and  institutions  which  have  above  aver- 
age American  Association  or  University  Professors  salary  ranldngs. 
Maybe  there  is  something  of  a theoiw  there  and  we  shall  eventuafly 
try  to  find  it. 

As  for  long  range  planning,  we  were  given  a few  years  ago  a very 
satisfactory  and  relatively  simple  model,  to  wit  the  Ford  Foundation 
College  Profile  or  the  Sidney  G.  Ticlcton  model.  It  has  provided  an 
introduction  to  long  range  planning  to  several  hundred  private  in- 
stitutions. Since  then  many  useful  new  models  and  approaches  have 
been  introduced,  among  othci’s,  piogi’am  budgeting  and  cost-benefit 
analysis,  and  some  of  these  involve  sophisticated  computer  assistance. 

Unfortunately,  for  many  a college  of  the  type  contained  in  our 
sample,  long  range  planning  has  remained  a one  shot  affair.  The 
Ticlcton  model  provided  the  nope  for  a payoff  of  substantial  magni- 
tude and  it  was  thei*efore  a powerfully  motivated  model.  Today  such 
an  incentive  is  lacking.  We  suggest  that  worse  tilings  could  happen 
than  a renewal  of  tying  the  private  colleges’  long  range  planning 
efforts  to  the  possibility  of  obtaining  major  matching  grants  without 
any  fuither  strings  attached  except  that  a well  executed  and  docu- 
mented long  range  plan  be  continually  updated. 

In  the  absence  of  such  an  incentive,  many  college  administrators 
will  shy  away  from  the  expense,  the  agony,  and  the  endless  com- 
mittee meetings.  After  all,  they  know  well  enough  that  tomorrow 
will  be  “dam”  expensive.  So  wly  tiy  being  precise  about  it?  Be- 
cause  we  do  not  share  this  resigned  point  of  view,  we  have  offered  the 
foregoing  projections  and  modifications. 


} V.  APPENDIX 

I The  income  and  expense  components  of  this  chapter  are  based  on 

j the  clarification  syrem  used  in  The  Sixty  Oolle^e  Skuly^  a system 

I which  is  being  utilized  increasingly  in  college  financial  reporting.’ 

Contact  was  originally  inade  with  over  seventy  colleges  for  the  cle- 
i tailed  financial  information  described  here. 

; Many  of  tlie  schools  were  unable  to  provide  us  witli  such  detail, 

while  a few  were  reluctant  to  become  involved.  Our  file-s  now  in- 
clude reports  from  more  than  sixty  colleges;  we  were  able  to  com- 
plete our  preliminary  analysis  of  31  of  these.  We  are  continuing  to 
I add  to  our  sample. 

I After  preliminary  investigation,  each  school  was  sent  a sometimes 

i lengthy  list  of  requests  for  lurther  breakdowns,  usually  necessitated 

I ■ 

• ^ Indeed,  In  aomo  casca  where  we  do  not  have  data  for  all  nine  vcors  atudlod,  the  cause 

; waa  a change  by  the  college  In  Its  presentation  of  financial  Information  to  this  more 

i standardlzea  format,  rendering  previous  data  Incomparable  with  data  after  the  change 

r was  made. 
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by  the  individualistic  nature  of  each  school’s  data.  Much  telephon- 
ing and  in  some  cases  pei’sonal  visits  at  the  institution  were  involved. 
The  results  are  elaborated  in  this  study;  it  must  be  noted  that  we 
have  available  considerably  more  detail  than  is  presented  here,  partic- 
ularly on  salaries  and  administrative  expenses. 

Several  recent  studies  and  othei’s  in  process  which  we  have  seen  have 
used  an  aggregate  or  macro  approach  to  compiling  such  data.  That  is, 
major  cost  category  totals  such  as  Instruction  and  General  Admin- 
istration have  been  taken  from  annual  audits  and  analyses  apolied 
to  these  data. 

We  rejected  such  an  approach  in  favor  of  a micro  or  building-block 
method.  Various  expenses  within  each  cost  area  were  scrutinized  to 
build  toward  a total  for  each  major  cost  component.  In  this  manner 
(which  is  the  more  tedious  method)  we  were  able  to  spot  and  hopefully 
rectify  major  inconsistencies. 

For  example,  a number  of  colleges  treat  their  Student  Health  centers 
as  self-sustaining  operations  within  the  Auxiliary  Enterprises  account. 
These  centers  may  well  be  self-sustaining,  but  failure  to  place  such 
expenses  in  the  Student  Services  category  and  associated  fees  in  Tui- 
tion and  Fees  can  lead  to  quite  incomparable  results.  Similarly,  we 
found  a wide  variety  of  definitions  for  items  placed  in  various  Admin- 
istration areas  and  the  Instructional  category. 

As  a result,  in  many  cases  the  individual  college  may  not  easily 
recognize  its  o\m  data.  We  are  certain  that  we  have  made  some  errors  in 
placement  of  data,  but  have  spent  many  long  hours  trying  to  maintain 
consistency  and  comparability.  We  feel  our  approach  has  numerous 
advantages  over  the  macro  method. 

Individual  differences  among  colleges  are  too  numerous  to  mention. 
Certain  categories  can  be  treated  as  more  reliable  than  others;  the 
various  income  components  are  treated  in  a fairly  standardized  man- 
ner by  all  schools,  while  on  the  expense  side  we  found  Library,  Opera- 
tion and  Maintenance,  Student  Aid  and  Auxiliary  Enterprises  to  be 
quite  homogeneous.  In  this  report  we  have  tried  to  eliminate  problems 
in  definitions  of  Administrative  categorias  by  combining  them  into  one 
Total  Administration  expense.  (Sec  attached  table  A for  more  com- 
plete definitions  of  each  category). 

Wo  made  several  major  changes  which  should  be  mentioned  here. 
Wo  defined  our  basic  goal  as  arriving  at  a cost  of  educating  the  normal 
student  population  of  the  college;  certain  items  not  falling  within  this 
definition  were  netted  out.  For  example,  contract  research  is  treated 
by  many  schools  as  a separately  budgeted  item,  and  a strong  case  can  be 
made  for  its  o.\c]us5on  where  it  does  appear.  Institutions  including  this 
category  in  their  operating  accounts,  and  more  heavily  research- 
oriented  colleges,  might  otherwise  appear  to  have  higher  costs  in 
terms  of  educating  their  student  bodies  than  is  actually  the  case,  ignor- 
ing any  carry-over  educational  value  of  such  projects. 

Similarly,  and  more  obviously,  such  summer  institutes  as  those  held 
for  high  scliool  teachers  were  netted  out  where  they  did  appear ; again, 
cost  inflation  would  have  resulted  from  their  inclusion.  Space  docs  not 
permit  a more  detaile^l  listing  of  the  items  netted  out,  but  wo  have 
complete  records  for  each  college. 

Another  major  change  was  in  tlie  allocation  of  staff  benefits.  Over 
half  the  colleges  in  our  sample  place  staff  benefits  in  one  central  collcc- 
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tion  aceoiintr  Following  The  Sixty  GoUege  Study 
cated  these  staff  benefits  to  the  various  cost  categories  where  the 
penses  were  incurred.  In  some  cases  the  colleges  were  able  to  provide 
us  with  such  a breakdown ; in  others  they  were  able,  to  give  us  a rough 
percentage  breakdown  or  relate  staff  b^efits  to  salaries ; in  one  other 
case  we  made  our  own  best  estimate  as  time  did  not  permit  a more 
exact  breakdown.  ^ * 

I^ile  this  may  have  led  to  some  slight  degree  of  error,  we  feel  it  to  be 
a much  stronger  approach  than  we  have  seen  in  other  research  projects 
where  this  was  not  done,  with  the  result  that  tlie  General  Institutional 
category  (which  included  such  staff  benefits)  was  grossly  overstated. 

Otlier  clianges  included  the  prorating  of  administrative  expenses  to 
Auxiliaiy  Enterprises  and  die  handling  of  aid  to  employee  dependents. 
We  did  not  prorate  any  amounts  to  Auxiliaries;  doin^  so  often  led  to 
the  unrealistic  situation  where  a college’s  administrative  expenses  in- 
creased in  a given  year,  but  due  to  an  increase  in  the  amount  prorated, 
the  net  administrative  expenses  would  decline.  Also,  as  several  schools 
were  honestly  willing  to  admit,  there  is  far  too  often  little  thought 
devoted  to  methods  of  prorating,  and  more  than  half  of  our  sample 
ignored  it  altogether. 

The  Sixty.  Gollege  Study  suggests  that  scholarship  aid  to  employee 
dependents  belongs  in  the  student  aid  budget.  Although  tliis  is  increas- 
ingly open  to  question,  with  many  schools  arguing  logically  tliat  such 
aid  represents  a necessary  staff  benefit  to  attract  qualifed  per^nnel,  we 
have  followed  Th-e  Sixty  College  Study  approach.  However,  in  several 
of  our  table,s  and  graphs,  as  indicated,  wo  have  netted  out  this  amount 
when  trying  to  get  at  the  true  student  aid  costs  to  the  college  of  its 
student  population. 

. TAurn  A.  Jncowic  and  cxpexi&c^  categories. 

A.  Income: 

Tuition  and  Fees 

Endowment  . 

Gifts  and  Grants  ..  . 

Otlier  income  . . 

Total  ICducational  and  General  Income 

Auxiliary  Enterprises  .. 

Student  Aid  (Endowment  and  Gifts) 

Intercollegiate  Athletics  . 

Other  Income 
Total  Income . ; ' 

B.  Expenses: 

General  Administration 

Student  Services 

Public  Services  and  information 

General  Institutional 

Instrudtlonal 

Library 

Operation  and  Maintenance 
Other  Ed.  & Gen.  Expense 
Total  Educational  and  General  Expense 
Auxiliary  Enterprises 
Student  Aid 

Intercollegiate  Athletics 
Other  Expenses 
Total  Expense 


* Or  did  ,*  we  have  noted  n trond  toward  more  and  more  achoola  using  The  BUtig  OoIIeae 
Btudg  approach  In.  their  financial  reports,  If  they  arc  not  already  doing  so. 


4G3 


m 


Definitions  of  Expense  Categories : 

General  Administration. — all  general  executive  and  administrative  offices  that 
serve  the  institution  as  a whole. 

Student  Services. — services  to  the  student  hody  as  a whole. 

Public  Services  and  Information. — co^s  of  relations  with  the  general  public, 
alumni,  and.  other  institutions ; fund  raising  costs. 

General  Institutional. — all  remaining  noninstructional  current  general  expendi- 
tures of  the  college  as  a whole. 

Instructio'tval. — all  current  expenditures  of  the  instructional  departments; 
faculty  salaries  and  fringe  benefits. 

Library. — expenditures  for  separately  organized  libraries. 

Operation  and  Maintenance. — costs  of  maintaining  the  educational  and  admin* 
istrative  plant  (not  including  auxiliary  enterprises). 

Educational  and  General  Expenses. — current  expenditures  of  all  departments 
and  at^vities  of  the  institution  that  concern  its  educational  program. 

Auxiliary  Enterprises. — all  direct  costs  of  normal  income-earning  auxiliary 
enlterprises  such  as  dormitories  and  food  service. 

Student  Aid. — all  expenditures  for  scholarships. 

Athletics. — all  expenditures  for  intercollegiate  athletics. 

Source : Adapted  from  The  Sixty  College  Study,  Appendix  B. 


Tablb  B.  Colleges  in  the  Sample 


Albion  College 

Allegheny  College ! 

Bowdoin  College 

Oarleton  College 

Claremont  Men’s  College 

Coe  College 

Colorado  College 

Cornell  College 

Denison  University 

De  Pauw  University 

Earlham  College 

Furman  University 

Goucher  College 

Grinnell  College 

Hamilton  College 

Heidelberg  College 

Kenyon  College 

Knox  College 

Lawrence  University 

Macalester  College  

Monmouth  College 

Oberlin  College 

Ohio  Wesleyan  University-. 

Pomona  College 

University  of  Redlands 

Rollins  College 

Scripps  College 

St  Olaf  College - 

Whitman  College 

Williams  College 

College  of  Wooster 


. Albion,  Michigan. 

. Meadville,  Pennsylvania. 

. Brunswick,  Maine. 

Northfield,  Minnesota. 

, Claremont,  California. 

. Cedar  Rapids,  Iowa. 

Colorado  Springs,  Colorado. 

. Mount  Vernon,  Iowa. 

. Granville,  Ohio. 

Greencastle,  Indiana. 
Richmond,  Indiana. 

Greenville,  South  Carolina. 
Baltimore,  Maryland. 

Grinnell,  Iowa. 

Clinton,  New  York. 

Tiffin,  Ohio. 

Gambler,  Ohio. 

, Galesburg,  Illinois. 

. Appleton,  Wisconsin, 

St  Paul,  Minnesota. 
Monmouth,  Illinois. 

Oberlin,  Ohio. 

, Delaware,  Ohio. 

. Claremont,  California. 
Redlands,  California. 

Winter  Park,  Florida. 
Claremont,  California. 
Northfield,  Minnesota. 

Walla  Walla,  Washington. 

. Willlainstown,  MassachusettB. 
Wooster,  Ohio. 
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FINANCING  HIGHER  EDUCATION  IN  THE  1970’s 
Section  A 

Potentials  for  Non-Federal  Higher  Education  Financing 
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Financing  Higher  Education:  An  Overview 

Seymour  E.  Harris* 


1.  EXPENDITURE  TRENDS ' 

My  treatment  is  brief.  Expenditures  rise  greatly  in  res]>onsc  to  rising 
prices  and  enrollment,  and  also  in  response  to  the  largo  relative  increase 
of  expensive  education,  e.g.  graduate.*  Thus,  estimated  graduate  en- 
rollment should  expand  3+  times  from  1958  to  197G,  and  2+  times  for 
undergraduates.  Equally  significant  are  the  large  relative  gains  of  the 
expensive  typos  of  education,  o.g.  the  sciences.  But  against  this  we 
should  consider  the  relative  growth  of  the  Junior  College,  a low  cost 
operation : enrollment  in  Junior  Colleges  is  estimated  to  rise  from  13 
percent  of  total  college  and  university  population  in  195G  to  22  percent 
m 107G. 

One  may  draw  the  conclusion  from  the  largo  increases  in  expendi- 
tures or  income  of  IHE  ^ in  relation  to  GNP  that  the  problems  aro  not 
serious.  Thus  from  1890  to  1954  education  and  general  income  (higher 
education)  rose  at  a rate  15  times  that  of  national  income.  But  two 
other  statistical  items  raise  some  questions  concerning  the  solvency  of 
higher  education. 

Over  the  last  70-80  years,  the  quality  of  higher  education  as  meas- 
ured by  the  EGE  ^ per  enrollee  in  relation  to  per  capita  income  has 
clearly  lagged.  But  m the  years  1950  to  1963  there  has  been  some  im- 
provement. 

Levels  1963  as  multiples  of  10^9-60  levels 


I.  Educational  and  general  expenditures 4, 3^^ 

National  income 2. 10 

II.  Educational  and  general  expenditures  per  enrollee 2. 70 

Per  capita  income 1.  05 


Expenditures  for  higher  education  continue  to  rise  more  than  na- 
tional income.  In  this  period  of  13  years,  expenditures  per  enrollee  rose 
substantially  more  than  per  capita  income. 


* The  author  is  Professor  of  Economics,  University  of  California,  San  Diego, 
lilttauer  Professor  of  Political  Economy,  Bnxorltus,  Harvard  University,  and 
author  of  ten  books  on  education  and  most  recently : Higher  Education:  Resources 
atid  Fina^wc^  1002.  In  accordance  with  the  agreement  with  the  Joint  Economic 
Committee  of  Congress — ^Letter  of  November  20, 1908 — I am  dealing  briefly  with 
expenditures,  causes  of  rising  budgets  and  unmet  needs,  and  more  fully  with 
sources  of  income,  especially  non-public  income,  and  wastage. 

ipor  my  statistics,  I depend  espoclally  on  U.S.  Oillce  of  Bduoation,  Digest  of  Eduoational 
Statistics,  1068,  (rof erred  to  hereafter  ns  D.G.S.)  and  Projections  of  Educational  Statistics, 
1976-1977,  (referred  to  lieronftor  as  Projeotions)  lOftS.  Where  other  sources  arc  used.  I 
Indleato  them.  I also  frequently  calculate  from  statistics  from  the  two  Items  noted  above. 

‘From  1800  to  1000  graduate  enrollment  rose  by  127  times,  undergraduate  22  times. 

* Institutions  of  Higher  Gduontlon. 

* Educational  and  (leneral  Expenditures. 

(«) 


46G 


468 


1 

i 


o 


The  first  purt  of  tlio  nbovc  table  compares  total  cxpoiuliturcs  of 
EGE  (Education  and  General  Expenditures)  and  national  income. 
The  former  ri.scs  iiioro  than  twice  as  much  as  the  latter,  which  illus- 
trates that  growth  in  the  quality  of  higher  education  lags  relative  to 
the  Nation’s  economic  growth. 

A serious  lag  in  the  pay  of  faculty  also  suggests  that  higher  edu- 
cation’s inadequacies  arc  much  larger  than  the  simple  arithmetic  im- 
plies. In  the  last  30,  40  and  100  years  the  pay  of  college  teachers  lias 
risen  only  half  as  much  as  that  of  the  working  population.® 

In  service  employments,  prices  tend  to  rise  much  more  than  in  others 
because  of  productivity  lagk  The  offset  of  rises  in  productivity  against 
inflationary  pressures  is  disappointing  in  education  even  as  it  is  in 
medicine,  'iVo  lack  helpful  indices  of  educational  prices.  But  the  above 
comparisons  of  educational  costs  per  enroilce  give  an  indication  of 
price  rises.  Over  a period  of  13  years  an  increase  in  EGE  per  enroilce 
of  170  percent  points  to  an  8-percent  rise  of  prices  per  year  com- 
poundea.  This  sliouid  be  compared  with  a rise  of  1%-pcrcent  com- 
j)oiind  increase  over  13  years  in  the  consumer  price  index. 

Is  the  educational  sector  as  highly  inflationary  and  non-productive 
as  seems  implied  by  the  difference  of  8 and  percent?  ® Obviously 
not.  To  some  extent  the  differences  may  bo  associated  with  an  improved 
quality  of  product:  bettor  trained  teachers,  extended  library,  a rising 
research  product,  improved  plant,  increased  services  to  the  commu- 
ni^,  etc. 

The  extent  of  the  difference  may  bo  clarified  by  a comparison  with 
medicine:  the  rise  of  medical  prices  over  the  years  1956  to  1966  was 
42  percent;  of  pnsiimer  prices  19  percent;  a rise  of  about  2y^  times 
as  groat  in  medicine  vis  a vis  consumer  prices  as  compared  to  4+  times 
in  higher  education  in  relation  to  consumer  prices.^ 

In  considering  the  rise  of  unit  prices  wo  should  take  into  account 
the  changes  in  Sio  structuro  of  higher  education.  The  proportion  of 
high  and  low  cost  HIE  varies  over  a period  of  j^ears  and  to  .that  extent 
wo  are  comparing  non-identical  items. 

The  expansion  of  services  as  an  explanation  of  rising  expenditures 
per  student  is  confirmed  by  a study  of  Harvard’s  financial  liistoiy, 
which  I recently  complotefl.  Whereas  early  in  the  20bh  century,  sal- 
aries accounted  for  about  45  percent  of  expenditures,  in  more  recent 
years  they  have  fallen  to  about  25  per  cent,  the  decline  being  ^offset 
by  a ^rrsponding  rise  of  wages.  Whereas  salaries  are  largelj^  tied  to 
teaching,  research,  and  minimum  administration,  ^vages  reflect  the  ex- 
pansion of  seiwiccs  provided  by  IHE  and  to  some  extent  the  improved 
bargaining  strength  of  the  workers. 

Inflationary  pressures  are  especially  troublesome  for  IHE.  In  the 
study  of  Harvard’s  financial  liistory,  I found  that  in  every  period 
but  one  (the  first  quarter  of  the  19th  century)  every  financial  crisis 
came  in  periods  of  inflation.  The  rise  of  prices  is  matched  only  slowly 
by  inci*eases  in  tuition  or  gifts  or  rises  of  income  on  capital  funds. 
Indeed,  in  recent  years,  increased  investment  in  equities  has  taken 
some  of  the  curse  off  inflation,  but  not  enough.  Management  of  our 

®S.  Id.  Harris,  op.  cit.»  pp.  639,  642-44, 

®Por  the  years  19G0-G7  to  197G-77  the  rise  per  student  Is  estimated  at  $1,000  or  53^o. 
The  corresponding  compounded  rise  per  year  comes  out  to  4.355fc, 

T A Report  to  the  Prcaide['%t  on  Medical  Care  Prices,  1067,  p,  14, 
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economy  with  minimum  inflation  would  be  a major  government  con- 
tribution to  improving  the  financial  condition  of  hi^ier  cduaition. 

It  will  be  recalled  that  the  Cnrnogie  Commission  (Clark  Kerr, 
Chairman),  in  its  ropoit  oix  Quality  and  Equality:  Ncio  Levels  of 
Federal  Ren'iyoimbility  for  Higher  Ed,ucaiian  (1968),  proposed  that 
total  expenditures  by  IHE  should  rise  from  17.2  to  41  billions  from 
19G7-G8  to  197G-77.  The  major  proposals  were  to  increase  tlie  Ferleral 
sliare  of  funds  from  ^1.5  billion  (21  per  cent)  to  $13  billion  (32  per 
cent)  by  197G-77.  Private  contributions  should  roughly  continue  at 
more  than  one-half  of  total  expenditures,  and  State  and  local  govern- 
ments should  reduce  their  share  from  27  to  17  percent  but  increase 
their  contribution  from  $4.7  to  7 billion.  This  proposal  is  siiminarized 
in  the  following  table: 

Sources  of  funds  expended  by  institutions  of  higher  education 
(DoUar  amounts  In  billions) 


1957-58  1967-68  1976-77 

Amount  Percent  Amount  Percent  Amount  Percent 


State  and  local $1.7  33  $4.7  27  $7  17 

Private 2.8  54  9.Q  62  21  51 

Federal .7  13  3.6  21  13  32 


Total 6. 2 100  17. 2 100  41  100 


The  crucial  issue  is:  Is  the  Federal  Goveimment  prepared  to  increase 
its  contribution  by  about  $10  billion  from  19G7-G8  to  197G-77.  In  The 
Agemla  for  the  Nation ° Charles  L.  Schultze  estimates  a fiscal  divi- 
dend of  $8  billion  in  1971  and  $38  billion  b}^  1974.  “The  projected 
growth  of  Fodenil  revenue  over  work  load  increases  will  reach  about 
$70  billion  by  19TG-77”  or  of  the  additional  revenue.  (Carnegie, 
pp.  12-13).  ‘ 

It  may  well  be  that  the  additional  sums  available  to  tlio  Federal 
Government  may  be  in  excess  of  the  $70  billion  allowed  in  the  Carnegie 
Commission  Report.  The  exce.ss  may  be  i*elated  in  part  to  the  larger 
fiscal  dividend  by  tlic  year  1970-77  than  by  1974.  In  2%  years  the  fi.scal 
dividend  should  rise  by  at  least  $25  billion  or  to  $G3  billion : $38 +$25 
billion==$G3  billion.  (Scliultze’s  estimate  for  1974  was  $38  billion.) 
But  the  figure  may  be  much  larger. 


(BlUloos  qI  dollars)  - 


Fiscal  year 

Type  of  saving 

1971 

1974 

Initial  estimate  of  fiscal  dividend  by  Schultzo 

Potential  additional  limitation  on  strategic  forces  and  roovoluatlon  of  overseas  commit- 

plants  - __  ..  . ........ .............................. 

8 

2-  4 

38 

10-15 

Excess,  rcMlpts  of  social  security  L - 

Bigorous  screening  of  existing  programs  to  reduce  or  olimlnato  low  priority  items 

. 2 

1-  2 

6-  7 
2-  4 

Potential  maximum  dividondi--..'......'--..^ — - — — 

13-10 

56-64 

• > Allows  for  llboralizatlou  of  bonedts  and  adjustment  to  rising  cost  of  living. 
Source:  p.  47. 


«P.  19.  ' . 

® See  footnote  1 In  Agenda  volume  table. 
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Undoubtedly  all  of  these  potential- savings  will  not  be  made,  but 
some  part  well  may  be.  In  addition,  if  the  siiitax  is  maintained,  as  is 
assumed  likely  now,  there  may  be  $15  billion  more  available  per  year 
at  the  high  incomes  of  1976-77.  Evp  if  onv  % of  the  potential 
savings  were  made,  ($7  billion)  and  if  we  add  $25  billion  for  addi- 
tional fiscal  dividend  for  the  excess  in  1976-77  over  1974,  and  $15  bil- 
lion for  the  continuance  of  the  surtax,  then  the  fiscal  dividend  would 
rise  to  $85  billion.  I assume  that  no  part  of  the  fiscal  dividend  would 
be  used  to  reduce  taxes.  Despite  the  assumed  military  savings  of  $25 
billion  in  1974  with  the  end  of  the  Vietnam  war,  military  outlays  are 
estimated  at  $79,  $91  and  $100  billion  in  1969,  1971,  and  1974. 

In  discussing  the  costs  of  increased  Federal  contributions  to  higher 
education  of  $10  billion  by  1976-77,  it  would  be  well  to  stress  the  point 
that  the  added  cost  comes  out  of  rising  income.  From  1968  to  1976-77, 
GNP  will  rise  an  estimated  $684  billion.  The  additional  $10  hillion 
am<nmts  to  hut  7%  percent  of  the  expected  rise  of  GNP,  The  net  gains 
to  the  economy  associated  with  tJie  output  of  college  trained  men  and 
women  will  greatly  exceed  the  added  costs.  Schultze  has  well  said  that 
with  unchanged  tax  rates,  “about  one-fifth  of  that  growth  will  be 
used  for  Federal  programs,  pne-tendi  for  State  and  local  spending  and 
the  remaining  seven-tenths  for  private  purposes.”  {Ag&nda^  p.  48.) 

In  discussing  the  contributions  of  State  and  local  government  the 
Carnegie  Commission  Eeport  (p.  7)  stresses- rightly^the  limited  re- 
sources of  these  governments.  The  limitations  arc  related  to  the  heavy 
dei^endence  on  revenue  from  consumption  and  pro])erty  taxes,  largely 
inflexible  sources  of  revenue.  That  the.se  governments- are- confronted 
witli^  inelastic  sources  of  revenue  is  suggested  also  by  their  share  of 
public  welfare  outlays.  This  is  shown  by  the  following  table : 


Percent  of  total  national  puhUc  assistance  expenditures  contributed  by  State 

and  local  government 


Peroeni 


1928-29 79 

1059 — G0__  55 

1968  (calendar) 39 


Even  though  the  percentage  has  decreased  since  1928-29,  the  con- 
tribution of  State  and  local  governments  continues  to  be  large.  From 
1960  to  1968  their  expenditures  rose  by  106  per  cent  as  compared  with 
96  per  cent  for  the  Federal  Government,  despite  their  less  productive 
revenue  system.^® 

Under  pressure  of  rising  costs,  private  IHE  are  confronted  with 
more  serious  obstacles  to  paying  their  bills  than  public  IHE  which 
have  recourse  to  tax  power.  This  may  well  i*esult  in  pressure  on  state 
and  local  government  to  finance  a larger  share  than  proposed  by  the 
Carnegie  Report.  Thus  one  estimate  of  the  percentage  of  enrollment 
in  public  IHE  relative  to  total  enrollment  is  as  follows : 

1900  39  1970  67 

1930  49  1980  76 

1950  - 62  1985  80 

1960  68  ... 


Source : S.  G.  Tlckton  In  Eduoaiion  and  PuhUo  Policy , S.  B.  Harris  and  A.  Levensohn, 
Editors.  1965.  p.  226. 


“Statistics  from  Social  Security  Bulletin^  December.  1968,  pp.  17-10,  and  Economic 
Report  of  the  President,  1969,  p.  306.  (My  Calculations). 
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2.  UNMET  NEEDS 


I deal  with  these  problems  briefly.  Their  relevant  Ixere  is  to  sug- 
gest that  the  resource  shortage  is  greater  than  otherwise  would  be  ^ti- 
cipated.  Expenditures  over  the  6 years,  1970-71  to  197G-77,  examined 
by  the  Carnegie  Commission  arc  estimated  to  rise  by  77  percent,  the 
iiicrcaso  of  unit  costs  accounting  for  34  percent  and  of  enrollment,  27 
percent.  On  the  basis  of  past  experience  the  increase  of  enrollment 
may  be  undere^Lmated.  Viitually  all  projections  here  and  almost  over 
the  last  generation  at  least  have  proved  to  be  large  underestimates. 

In  addition,  we  should  take  into  account  the  inadequate  provision 
for  the  low  income  groups.  Even  the  well  thought  out  and  generous 
proposals  of  the  Carnegie  Commission  may  well  be  inadequate  to  aid 
the  genuinely  poor.  A $750  grant  to  undergi*aduates  may  be  adequate 
for  the  small  liberal  arts  college  but  it  would  pay  one-half  or  less  of 
the  costs  in  the  high  quality  public  IHE  and  one  quarter  or  less  of 
the  top  50-100  independents  IHE.  Even  with  scholarships  rising  to 
$1,500  at  major  independent  universities  and  colleges,  the  impoverished 
are  scarcely  touched. 

One  of  the  troublesome  problems  here  is  the  inadequate  provision 
made  for  the  higlily  populated  central  core  of  the  city. 

The  table  that  follows  shows  that  the  large  metropolitan  centers 
provide  less  space  in  relation  to  population  for  higher  education  than 
IS  available  outside  metropolitan  areas  and  to  smaller  metropolitan 
areas.  This  is  part  of  the  ghetto  problem  and  has  contributed  to  de- 
mands from  the  Carnegie  (Jommission  and  others  for  greater  provision 
of  space  in  the  larger  urban  areas  inclusive  of  ghettos. 

Estimated  higher  education  enrollment  per  lyOOO  of  total  population  in  standard 
metropolitan  statistical  areas  Fall  1965  ^ 


Eorollmont  * Places  per  1,000  population 

Popula : — ^ 

tlon  of  Full'tlmo  Full*tlnio 

universe  > Full  eq^ulva-  Full  oquiva- 


SMSA  size  category  (thou-  Total**  time®  lent  • time  lent 

sands) 


3.000. 000  or  more 30,598  746,000  36a  000  454,000  20.4  9.8  12.4 

1.000. 000  to  3,000,000  35,444  698,500  437,500  521,667  19.7  12.3  14.7 

600.000  to  1,000,000 18,804  677,000  294,000  371,  167  . 3a  7 16.0  19.4 

250.000  to  600,000 17,093  626.000  391,600  429,833  30.8  22.0  25.2 

100.000  to  250,000 14,160  821,000  647,000  696,333  68.0  45.7  49.2 

50.000  to  100,000 2,121  60.000  47,000  61,000  28.3  22.2  24.0 

Outside  SMSA’s 68,372  2,312,000  1,850,600  2,004,300  33.8  27.1  20.3 


Total  United  States. . 192, 662  6, 740, 600  4, 027, 500  4, 628, 300  29, 8 20. 0 23.6 


1 Based  on  20*pcrccnt  sample  of  all  institutions  of  higher  education. 

> 1965  estimates  used  where  available;  otherwise,  based  on  1960  census. 

® Estimated  based  on  sample. 

* Includes  fulHlmo  and  part-time  degree  credit  plus  non-degreo  credit  enrollment. 

® Degree  credit. 

» Full-time  equivalent  degree  credit  enrollment;  estimate  based  on  assumption  that  3 part-time  equal  1 
full-time  student. 

Source:  U.S.  Dcimrtment  oE  Health,  Education,  and  Welfare,  An  Analysis  of  Selected 
Federal  Programs  for  IJigUev  EdueatioUf  19,08. 
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3.  SOURCES  OF  INCOME 

The  following  table  describes  the  sources  of  income  for  institutions 
of  higher  education  in  the  three  years  1909-10, 1939^-40  and  1963-64, 

Sources  of  income  for  institutions  of  higher  education 
• [In  thousands  of  dollars] 


* 

1909-10 

1939-40 

1963-64 

Educational  ond  general 

73,011 

675,706 

201,833 

71,304 

40,576 

44,396 

144,299 

66,306 

22,679 

7,830,033 
1,899,455 
206,214 
551,507 
568,083 
1,010,428 
2,534, 182 
808,583 

Tuition  and  fees 

Endowment  earnings - 

19,426 

12,681 

Private  gifts  and  grants 

Other 

Auxiliary 

Plant— Fund  receipts 

Private  gifts  and  grants — 

11,367 

Loans : 1.. 

Other  fund  receipts 

• Private  gifts  and  grants 

Net  increase  In  principle  of  funds 

Endowment  funds 

Annuity  funds 

Student  loan  funds 

Source  : Digest  of  Educational  Statistics,  190S,  pp.  05-100. 

Tuition  in  the  3 years  under  consideration  accounted  for  27,  35  and 
24  per  cent  of  educational  and  general  expenditures.  But  to  some  ex- 
tent the  expenditures — e.g.  research — should  not  be  fully  included  as 
not  being  relevant  for  student  costs  of  instruction.  It  may  be  said  that 
students  pay  about  one  quarter  of  the  costs  of  their  education,  though 
given  the  economic  squeeze. being  felt  by  I.H.E.,  increasing  pressure 
is  being  put  upon  students  to  pay  an  increasing  share  of  costs.  In  fact 
there  was  a significant  increase  since  1949-50,  A recent  study  puts  the 
figure  at  40  percent. 

Is  it  possible  that  more  tuition  income  could  bo  forthcoming?  Before 
taclding  this  problem,  I should  note  that  the  gradual  relative  rise  of 
enrollment  in  public  IHL  would  tend  to  depress  tuition  income.  In 
1968-69,  tuition  at  public  institutions  averaged  $298  ;.at  private  $1,436. 
Possibly  pressure  of  taxpayers  would  raise  tuition  more  m public  than 
in  private  IHE.  From  1958-59  to  1968-69,  tuition  in  public  IHL  did 
rise  by  52  percent  a^inst  42  percent  for  private.  We  can  count  on  a 
$1,000  per  student  differential  between  public  and  private  IHE  tuition 
co^s  in  the  years  ahead. 

Another  preliminary  question  is  the  contribution  of  the  rise  of  en- 
rollment against  the  increase  of  tuition  charges  in  accounting  for  the 
rise  of  tuition  income. 

Additional  tuition  money  will  obviously  come  from  additional  en- 
rollment. But  such  funds  are  not  likely  to  improve  the  financial  posi- 
tion of  IHE  so  long  as  costs  rise  more  than  tuition  income.  Where 
unit  costs  greatly  exceed  tuition  this  is  tlie  likely  outcome.  Wliere 
there  is  much  excess  capacity,  it  is  possible  to  increa^  enrollments  and 
improve  the  financial  position  of  IHE.  But  substantial  excess  capacity 
is  not  the  rule. 


629,605 

11,156  30,366  308,693 

484,111 

j 444,811 

25,350 

13,944 
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Large  rises  of  tuition  may  be  possible  if  students  were  charged  on 
the  basis  of  income  of  parents.  In  California,  for  example,  It  has  been 
shown  that  a large  proportion  of  the  families  of  students  have  incomes 
of  $10,000  or  more.  For  these  families,  assuming  biV  one  student  at 
college  at  one  time,  the  case  for  additional  tuition  fees  is  strong.  Many 
institutions  vary  their  charges  in  fact  by  offering  scholarships  accord- 
ing to  the  income,  capital  assets  and  n^ded  expenditures  of  the  family. 

There  is  much  to  bo  said  for  increasing  the  tuition  charge  of  the  high 
income  groups  and  using  the  proceeds  to  finance  able  students  from 
impoyenshed  fa ni dies.  The  Reagan  program  in  California  was  not 
unacceptable  because  a charge  was  being  iin posed,  but  rather  because 
the  additional  receipts  were  to  be  used  primarily  for  expenditures  that 
should  bo  financed  by  the  State,  and  also  to  confer  benefits  on  the  tax- 
pa^  r.  Had  Governor  Reagan  tied  the  additional  tuition  money  to 
financing  impoverished  and  able  students,  the  opposition  would  have 
been  greatly  reduced. 

Greater  recourse  to  employment  and  loans  is  a road  to  increased 
tuition  charges.  In  fact  a strong  case  can  be  made  for  increased  scholar- 
ships; X dollars  of  additional  scholarship  money  yields  NX  of  addi- 
tional tuition  money.  For  example,  in  1949-50,  student  aid  income  was 
$16  million;  in  1963-64,  $151  million  or  almost  10  times  as  large.  In 
the  same  period,  tuition  fees  rose  from  $396  to  $1,899  million. 

1.  Rise  of  Student  Aid,  $136  million. 

2.  Rise  of  Tuition,  $1,603  million. 

3.  Line2./Line  1.  is  11. 

In  other  words  when  confronted  with  financial  problems,  the  col- 
lege administrator  can  improve  the  college's  financial  situation  by 
increasing  tuition  charges.  But  he  is  deterred  insofar  as  the  result  is 
likely  to  be  a serious  change  in  the  composition  of  his  student  body 
toward  more  affluent,  but  less  able  students.  By  offering  additional 
scholarship  money  to  those  who  might  find  it  difficult  to  remain  with 
additional  tuition  charges,  .the  college  can  greatly  increase  revenue 
without  seriously  changing  the  makeup  of  the  stadent  body. 

It  is  well  to  note  at  Siis  point  that  the  important  subsidies  to  stu- 
dents are  measured  not  by  the  $151  million  of  student  aid  but  rather  by 
the  almost  $6  billion  difference  between,  costs  and  tuition  income.  One 
unfortunate  aspect  of  this  larger  subsidy  is  that  it  is  made  available  to 
all  entrants,  irrespective  of  need.  Scholarships  to  some  extent  reduce 
the  coste  of  indiscriminate  offer  of  this  large  subsidy.  The  scholai’ship 
money  is  offered  in  response  to  criteria  of  need  and  ability. 

The  contribution  of  scholarships  can  be  gi’eatly  increased.  Too  fi*e- 
quently  the  grants  are  made  irrespective  of  needs;  issued  in  such  small 
amounts  that  they  do  not  make  tlie  different  between  entrj^  and  non- 
entry  ; issued  at  such  high  levels  that  money  is  wasted ; tied  to  such 
limitations  as  family  background,  location  of  home,  athletic  prowess, 
and  so  on. 

^ Perhaps  tuition  income  could  be  increased  if  charges  were  tied  to 
likely  later  incomes.  To  some  extent  this  is  done.  Tuition  is  much 
lower  in  divinity  schools  (where  the  graduate  may  look  forward  to  an 
income  of  $6,000)  than  in  business  and  law  (where  the  future  income 
may  average  $16,000)  or  medical  schools  (where  incomes  currently  are 
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ninning  ut  $35,000  a year  for  practitioners  and  in  50  years  may  ’vvell 
rise  to  $350,000) . I say  that  these  fntni’c  incomes  are  relevant,  but  they 
are  inadequately  considered. 

In  recent  years,  the  campaign  for  lifetime  or  at  least  40  year  loans 
with  payment  related  to  a percentage  of  lifetime  or  40  year  income 
has  received  increasing  attention.  This  proposal’s  strength  lies  partly 
in  the  appeal  of  relating  financing  to  likely  income.  This  program  not 
only  may  make  possible  entry  to  college  dissociated  from  economic 
capacity  to  pay,  and  choice  of  college  on  the  basis  of  intere.st,  but  also 
will  make  possible  the  financing  of  higher  education  over  the  period  of 
receipt  of  income  instead  of  over  four  years.  If  on  the  basis  of  past 
experience,  family  incomes  rise  by  10  times  In  50  years,  then  as  incomes 
rise  the  burden  of  financing  a 40  year  loan  through  X percent  of  in- 
come is  greatly  reduced. 

The  long  term  loan  would  have  another  great  advantage,  namely, 
that  all  students  accepted  by^an  IHE  will  be  admitted  and  financed. 
It  is  a peculiarity  of  our  institutions  as  compared  to  Western  Europe 
where  per  capita  incomes  are  less  than  half  ours,  that  many  students 
fail  to  get  a college  education  because  of  financial  difficulties,  but  in 
Europe,  acceptance  generally  assures  admission. 
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4.  MOEE  PKIVATE  FUNDS 

It  is  clear  from  the  Carnegie  Eeport  that  in  the  coming  years  more 
funds  will  be  required  from  private  sources.  In  successive  10  year 
periods  beginning  in  1957-58,  private  sources  may  need  to  increase 
their  contnbutions  by  $6  and  $12  billion,^  but  private  sources  would 
then  by  1976-77  provide  51  percent  or  $21  billion. 

It  is  not  clear  that  the  money  will  be  had  without  tlie  most  strenuous 
efforts  though  the  total  of  higher  education  fimds  needed  by  1976 
should  not  rise  greatly  in  relation  to  the  expected  gains  of  GNP.  In 
10  years  the  bill  for  higher  education  would  rise  from  2 percent  to  3 per- 
cent of  GNP.  The  estimates  of  required  funds  by  the  Carnegie  Commis- 
sion vary  greatly,  however,  from  estimates  by  the  Office  of  Education 
(O.E.).^^ 

The  Office  of  Education  estimates  the  rise  of  enrollment  in  the  10 
years  ending  1976-77  at  58  per  cent.  On  that  basis  (assuming  no  rise 
of  unit  costs),  tlie  $17.2  billion  costs  in  1967-68  would  be  inflated  to 
$27.2  billion.^2  By  dividing  $27.2  into  $41.0  billion.  ($41  billion  is 
estimated  costs  for  1976-77)  we  then  get  a rise  of  51  per  cent  in  unit 
costs,  or  4%  per  cent  compounded  over  10  yeai*s.  The  Carnegie  Com- 
mission total  seems  reasonable. 

In  the  Carnegie  Commission  study,  private  sources  account  in  each 
of  the  3 years  studied  for  somewhat  more  than  50  per  cent  of  expendi- 
tures. It  is  helpful  to  compare  the  structure  of  income  also.  Unfortu- 
nately no  statistical  breakdown  seems  available  beyond  1964.  In  tins 
year  private  sources  of  educational  and  general  income  accounted  for 


” But  these  differences  nre  virtually  eliminated  if  allowances  are  made  In  the  Office  of 
Bdiientlon  (0,B.)  estimate  for  price  rises,  auxiliary  and  student  aid,  capital  expenditures 
and  several  other  items,  c,g.  higher  enrollment  In  the  Carnegie  Commission  estimate  in 
response  tO'  more  aid, 

0.  K.  Projections  . . , 1976-77,  p.  11. 
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46  percent  of  educational  and  general  income,  and  about  40  percent  of 
educational  and  general  income  plus  capital  funds : 

Income  (mUHon«) 

1.  Educational  and  general ^7,  880 

2.  Relevant  private  sources 3, 593 

3.  Educational  and  general  plus  plant 10,  3(M 

4.  Relevant  private  sources 4. 0G7 


Sources:  Digest  Educational  Statistics,  lOOS,  p.  05 : Projections  of  Educational  Statistics 
to  J07G-77,  pp.  77-T8.  My  calculntious.  The  brenkUown  UetAvecu  private  nml  public  la 
not  always  clear. 

iVnotlier  relevant  search  is  for  the  break  down  of  expenditures. 
The  next  table  reveals  that  expenditures  for  education  of  students 
are  about  two -thirds  of  all  current  expenditures  and  that  from  1957-58 
to  1976-77  the  share  of  education  tended  to  decline- 


Qfice  of  education  estimates^  current  expenditures 
Pn  biUIons] 


Student 

Organized 

Uclatcd 

Total  $ B. 

oiucatloii 

rcseorcli 

activities 

1057-58 

$4,2 

$3.1 

$0.8 

$0.3 

1967-68 

12. 2 

8.4 

3.  0 

.8 

1976-77 

20.5 

14.2 

4.9 

1.4 

5ci*iice:  Projections,  J07G-J077,  pp.  SG-87. 

The  capacit}^  of  the  country  to  endure  the  large  outlays  envisioned 
by  the  Carnegie  Commission  Report  depends  largely  on  the  income 
of  the  Nation  and  how  increased  funds  ai*c  allocated.  The  allocation  de- 
pends on  the  claims  of  competing  services. 

For  some  reasons  we  may  be  rather  optimistic.  Let  us  assume  that  in 
the  next  10  years  family  income  will  rise  by  5 per  cent  a year,  assuming 
21/2  per  cent  inflation  and  2yo  per  cent  from  rising  productivity. 
These  are  conservative  projections  and  assume  good  national  economic 
management.  Then  starting  with  a family  income  of  $8,000  in  1967-68, 
the  family  income  and  GNP  would  rise  as  follows 


Income  per- 
cent over 

tlmt  ot  Family  G N P 

PJ67HJ8  income  (billions)  ‘ 


27.6  $10,203  1,097 

62.9  13.032  1.401 

339.0  27,033  2.91S 

1,147.0  01,760  9,804 


t Base,  $860,000,000,000. 

This  table  points  to  the  potential  rise  of  GNP  and  family  income 
once  wc  assume  good  economic  management  (e.g.  1961-68)  and  also 
exploit  the  compound  interest  law.  Tins  table  is  especially  significant 
in  that  it  undeidines  the  relation  of  increased  expenditures  for  higher 
education  in  the  10  years  ending  1976-77  ($24  billion)  to  the  rise  of 
GNP  of  about  $560  billion  (24/560=4.4  percent).  As  we  i^roceed 
more  and  more  into  the  future,  the  burden  of  current  commitments 
is  reduced  in  response  to  rising  incomes.  Insofar  as  we  can  rely  on 
loan  financing  this  massive  rise  of  income  contributes  greatly  to  the 
financing  of  higher  education  currently. 

32-003—09 31 


In  5 years  (1972-73). 
In  10  years  (1977-78), 
In  25  years  (1992-93) 
In  60  years  (2017-78), 
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5.  POTENTIAL  INCREASES  OF  TUITION 

In  1959-GO,  tuition  and  fees  provided  about  $1,1G0  million  or  one- 
fifth  of  current  income.  By  19G5-66,  tlicy  accounted  for  $2,705  million, 
a rise  of  1^8%.  Tuition  amounted  to  20  and  of  current  in- 

come in  these  tn^o  years.  It  is  ])ossible  to  inci’ease  greatly  the  receipts 
from  tuition  and  fees,  though  value  judgments  will  be  relevant  in 
choosing  tuition  policies.  Most  college  adminlstmtors  dislike  increases 
of  tuition  though  private  college  spokesmen,  who  tend  to  cater  to 
liigher  income  groups  and  who  receive  less  help  from  government 
than  public  I.H.E.,  are  less  liostile. 

Higher  education  had  indeed  become  a bargain — at  the  ex])ense  of 
the  faculty  who  experienced  a decline  of  real  income  even  as  the  i*eal 
income  of  tlie  average  worker  rose  by  about  50% , 

It  is  possible  to  support  a rise  of  tuition  on  the  grounds  that  in  the 
last  generation,  tuition  has  risen  much  less  than  income  per  capita  or 
family  income.  In  the  years  1940  to  1950,  for  example,  I.H.E  increased 
tuition  by  little  more  than  one- third  as  much  ns  per  capita  income. 
Higher  education  had  indeed  become  a bargain — at  the  expense  of  the 
faculty  who  experienced  a decline  of  real  income  even  as  the  real  in- 
come of  the  average  worker  rose  by  about  50  percent. 

In  1940  tuition  obtained  by  dividing  tuition  income  by  enrollment 
amounted  to  $135.  If  tuition  had  kept  up  with  the  increase  of  per 
capita  disposable  income  in  these  years  tuition  would  have  been  $214 
additional  by  1963-64  and  $389  by  1968-69. 

Hence  tuition  m 1968-69  related  to  rising  capacity  to  pay  as  meas- 
in*ed  by  per  capita  disposable  income  would  be  as  follows; 

Actual  tuition,  1964= $449. 

Lag  of  tuition  to  1969=380. 

Total  tuitioii=4,860billions. 

But  this  figure  excludes  non-full  time  and  non-degree  students.  The 
actual  tuition  in  1963-64  was  $1.9  billion. 

By  1978-79,  tuition  should  rise  by  63%  over  tlie  1968-69  figure.  I 
assume  2%  inflation  and  3%  rise  of  productivity  per  year. 

Then  tuition  would  be  $1,343. 

Enrollment  8V^  million.^ 

Total  tuition=$11.4  billion  in  1978-79. 

Should  we  allow  for  the  tuition  paid  by  part-time  and  non-degree 
students,  the  tuition  potential  would  be  about  $13  billion.  This  total 
compares  with  actual  tuition  of  $1,900  million  in  1963-64  and  $2,765 
million  estimated  for  1965-66. 


TABLE:  TUITION,  3 YEARS.  IN  CONSTANT  AND  INFLATED  DOLLARS 


1953-59 

1968-69 

1977-78 

Constant  dollars: 

tuition 

$660 

51 

806 

$863 

30 

I.0S3 

Rise,  % 

Annuaf  Rise,  % 

Inflated  dollars:  Tuition,  2% yearly  Inflation,  $ 

Sonree  : O.  E.  ^^Studenta  uud  Buildings/*  1D68,  pp.  90-07. 


“This  fi^re  is  based  on  total  full-time  enrollment.  I have  deducted  for  the  25%  on 
part  time  (average  of  one-third  time)  and  roughly  5%  not  seeking  baccalaureate  or 
higher  degrees. 


Against  the  63%  rise,’^  based  on  5%  increase  per  year  in  current 
dollars  over  the  years  19G8  to  1978,  might  be  compared  the  4%  and 
2%%  of  increases  in  constant  dollars  estimated  by  the  Office  of  Edu- 
cation in  the  accompanying  table,  We  should  compare  the  rise  on  the 
assiunption  of  2%  inflation.  Then  tuition  would  rise  by  84%  from 
1958  to  1968  ($438  to  $806)  and  by  60%  from  19GS  to  1978  ($660  to 

$1,053). 

In  assessing  the  burden  of  rising  tuition  one  should  allow  for  the 
more  moderate  rise  of  room  and  board,  jointly,  than  tuition.  Board 
rose  only  by  15%  (public)  and  18%  (private)  in  the  years  1958-59 
to  19G8-69. 

Charges  to  stvdenis^  1958-59  and  1968-69 


Tuition, 
room  and 
board 

Tuition 

Board 

Boom 

1958-69: 

Public 

$788 

$190 

$413 

'$156 

Private 

1.40S 

712 

454 

219 

19C8-C9: 

PuWlc 



1,100 

278 

476 

344 

Private 

2,331 

1,313 

634 

404 

Percent  change: 

Public 

41 

46 

15 

120 

Private 

66 

5 

18 

85 

Source:  D.E.S.,  I9G8,  p.  94.  My  calculations. 


6.  NET  GAINS  FROM  TUITION  POLICY 

About  $389  is  added  to  the  tuition  bill  to  oft'set  the  lag  in  the  rise 
of  tuition  in  relation  to  the  gains  of  per  capita  disposable  income.  It 
may  be  expedient  to  increase  aid  for  one-half  the  students  who  might 
find  the  increase  difficult  to  finance.  By  1977-78.  tlie  cost  of  this  addi- 
tional aid  would  be  $2  billion  ($400X5  million).  Hence  the  net 
gains  in  tuition  income  would  amount  to  $13  — $2  bill  ion =$11  billion, 
or  about  $0  billion  in  excess  of  tuition  income  in  1963-64.  If  necessary, 
aid  could  be  increased  further — e.g.,  $3.6  billion  as  proposed  by  Dr. 
Kerr  for  1976-77.  Then  there  would  be  $l%-$2  billion  additional 
available  to  finance  rises  in  tuition  related  to  other  cost  increases. 


TRENDS 


Tuition 

Enrollment 

(thousands) 

Tuition  Income 
(millions) 

1940 

$135 

1,494 

$202 

1964 

449 

4,234 

1.909 

1968-69 

838 

5, 800 

4,860 

1978-79 

1,343 

10, 000 

11,415 

Source:  My  calculations  from  D.K.S.,  19G7,  projections  to  1907-G8 : Economic  Keport  of 
the  President.  lOCD, 


The  actual  rise  is  just  a littl?  less  than  63^. 
compare  the  constant  dohar  figure  ($660  for  1969)  with  the  estimate  raised  by 
per  year  to  cover  Inflation.  The  figure  for  1978  would  therefore  be  $1,053  rather  than  $863. 
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The  totals  for  1968-CD  and  1978-79  should  be  raised  by  about  15% 
to  include  part  time  and  non-degree  students.  Hence,  chc  totals  should 
be  $5.5  and  $13  billion. 

Is  this  rise  of  tuition  income  excessive?  By  tying  the  increase  of 
tuition  charges  to  the  gains  of  per  capita  disposable  income,  we  sug- 
gest that  the  burden  is  not  increased.  In  fact,  with  a rise  of  per 
capita  disposable  income  of  733  percent  from  1940  to  1977-78  (63 
percent,  or  5 percent  compounded  m the  last  10  years)  the  burden  of 
the  rise  of  tuition  is  kept  down. 

RISE,  NUMBER  TIMES,  TUITION  AND  PER  CAPITA  DISPOSABLE  INCOME,  IN  RELATION  TO  PRECEDING  YEARS 


Per  capita 
disposable 
Tuition  income 


1964/1940,.. 

1968-69/1964 

1977-78/1969 


^The  variations  reflect  effect  of  inclusion  or  not  of  past  lags  In  tuition. 

This  burden  may  be  reduced  by  allocating,  as  suggested  above,  $2 
billion  or  more  for  student  aid.  Tlie  Carnegie  Commission  proposes 
Federal  student  aid  of  $1.91  billion  by  1970-71  and  $3.56  billion  of  aid 
for  1976-77. 

As  noted  earlier,  the  availability  of  student  aid  facilitates  the  maxi- 
mization of  income  for  HIE.  Thus  from  1949-50  to  1963-64,  the  rise 
of  student  aid  of  $135  million  was  accompanied  by  a rise  of  tuition  of 
$1,503  million  or  11  times  as  much.  I would  not  infer  from  this  experi- 
ence that  a rise  of  Fedenil  student  aid  of  $1.9  and  $3.56  billions  would 
bring  $21  and  $39  billion  respectively  in  tuition  income  by  1970-71 
and  1976-77  But  I would  argue  that  if  public  aid  and  private  gifts, 
loans,  etc.  do  not  yield  sufficient  funds,  a judicious  combination  of  aid 
and  rising  tuition  receipts,  compounded  of  increased  numbers  and  rise 
of  tuition  charges,  would  contribute  towards  acquisition  of  necessary 
resources. 

Should  the  Federal  Government  provide  this  $3%  billion  of  student 
aid,  as  vigorously  sought  by  the  Carnegie  Commission,  then  my  pro- 
posed $2  billion  of  aid  tied  to  a tuition  policy  related  to  rising  income, 
may  not  be  necessary. 

In  his  able  presentation  William  Bowen  fuids  that  from  1962  to 
1966,  current  educational  expenditures  per  student  for  three  major 
universities  rose  by  $620;  gross  fee  income  by  $404;  and  net  fee  in- 
come per  student  by  $87.  In  other  words,  78  percent  of  the  increase  in 
tuition  charge  is  consumed  in  additional  aid.  Bowen  explains  that  con- 
tributions of  the  Federal  Government  and  foundations  and  the  rise  of 
graduate  students,  who  are  especially  costly  of  aid,  account  for  the 


1.9  nnd  3.D0  times  11. 

G.  Bowen,  The  Economics  of  the  Mafor  Private  Universities  (Carnegie),  1068, 
pp.  38-40,  See  also  the  paper  by  Wllllan  Bowen  In  this  colleetlon. 
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sniJtll  rise  in  not  inronio.  Hnt  I sIiDiifd  stivss  (ho  point  that  fivratl 
I UK  over  a |H»riiHl  *>f  la  yours  1 liiid  (luif  not  lijrniv  is  not.  |K'roont 
I Hit  IH)  |K*rront  <;xiioss=- not  - s|,:;:iO),  'Hio  orosion  of  (nili*ni  as 
aid  risi\s,  ovon  in  (ho  Ihnvon  niiHlol,  is  not  oxptainod  in  lar;r(’  inousnn* 
hy  d mins  on  (ho  puuTuI  fn  in  Is  of  I UK, 

If  is  at  loast  oossililo  tliat  tlio  tuition  inoonio  l>y  IhTT-TS  of  islTJ/j 
hillion  iir  Itinion  iti  oxooss  of  IIHU  wouhl  provide*  nioro  than  (In* 
$ I '2  hi]  lion  ailditiomil  in  all  H»ii;:ht  fmin  priv.ito  MUinvs  hy  tlio  Cunio- 
^io('oimii!*^‘*ion. 


hy  (hr  Mipjxoi  ai  a Nation.il  SuoK  ni  Hmk,  uhirh  tlio  <'arao;:ioi 
CojmoiK^ioji  has  >^ifon;:ly  oinloiMNl.  Ily  fnahin;:  m.issn<'  joins  uviil- 
rihlo,  rninioijt  an<|  privuto  oniorpj>o  rm  hr'm;r  ahoni  tiiianoin;: 
of  3d;*1o  r odin  atioji  hy  ovor  a of  pt  yoarn  iio(o.id  of 

in  I or  r»,  with  a rcsnlj.mi  |io<lur(ion  of  hnrdojis;  mn  htiUK'o  (]ir  Ioiim 
out  of  jncviuH*  tisin^r  >»(oi<|ilv  and  thus  n;,Min  < nl  hurdiUis;  and  om 

njihi*  all  IIJK  uviilihlr  to  ill  i-iuiji'n?**  n3oi  o.m  (hr  oniiMtja* 

<piit'«ui  rni 1 3ds  is  jjj  iNoitt  n fct  to  n Kiit''»| X*  M liorr,  intirh 

low  or  jmt  ^viidla  ijKvijur,  nitty  i>^  not  p'op.itdj^asj  1*y  thuinr 

hy  ‘^.tino'nts,  iNliinatrly  a pro;*r'iin  M4Uiid  hr  ojM'n  (o  all  *=li:drntk^ 
noT  o1)1v  to  (hr  IkmmIv, 

\ nia^'iAr  '-Jinn  jitoi^r.’ini  all  hin<]>of  pT'ohlrTus,  IJnu  tiilK'h? 

Wh< fr  ilia  thoiM'V  to  fjotn ''  .^hriU  llM'tr  1m»  1 Mllrhh  ^^•ith  11h 

paynM  nls  Sllouh]  MilMldy  hr  .i\ailaf*1r  to  (hr 

iHM  iiv  :iln1  Un'  atlhirUl  * ICi  rU  if  ■^^r  a^^Utnr  a h*a1'H*f  a fof  4 

vc  at%  whif  h niioJil  at  h a^.l  iw*\rt  (uii  i<ti3,  an<1  litml  (hr  h4an>»'  to  (ho^io 
:iti  (hr  lnUf  < »ni  half  itirotiu*  1r\  rU.^  4\  4^  i\  ijiiht  n<iod  ahoitl  hillinii  a yrar 
n<iw,  an4]  allow  tnr  iVff  (hr  f isr  tuitinu  atnj  tmmhrr*.  a(  h*aM  (ii's  ]iih 
Ihoi  a 'XT^at'  it!  IH  (hoU^j'h  (hr^^<•*  r»4r  t»«  would  Vtr  (<i  jnotnr  r\(rnt 

hy  (vjiayn  ft  n^not  i-iuy  ((<*4tit>f‘o\  rt  i}»r  .^ouivrs^if  m llu'^  taihrr 
1u<♦d4’^i  t^xpiif’rthrtll*..  t'hr  <'at1)roif»  ([hminilsJ^lt+n  h^ati*  of 

Jm11  Hill  in  7|  ^itid  hiHiott  in  H'tT’f*  7T,  Jn  (hr  Nat 

Ma-xiti^'-sv  ^w^1f*on1y  hjlluin,  \\:ilh  h*tir  (<'ttn  intrrr^.l  t?l(o^  h'.rh 
T |K-’tvrtt(,  T'^hr  i<\‘Hrll1d  ^*r  ft"U<’ijlh  in<|  «ai1’r(v»  in 

virw  4*f  r<nnh  1l<in».,  dntnjdn-»  a hillit'in  ihdlar^  of  :Iddi^ 

( ionrtl  ft^rfal^i(1r^  <+t|  (hr  tnarhfl  woiihj  t?ii=tr  sir^thnis  ptohlrtn^  fiir  (hr 
r«**4^»noniV  ntn}  (hr  n>onr^  niatlft,  ('nttrtil  ar'^ranionts^  ;^h<H1td  Hitrly 
( aho  af*fartitit  »d  lalrt'  trtitisitn  inr  a(  hfwrt  t*a(r*.. 

in(#'i»f*iii  tJi(o  Mi1iMdir»a>  haxo  hi^^Ui»h(  ahma^'s  in  (hr  pa«t  an 4] 
<‘(>>11f^r  htan>  <1o  tort  hsix  f’  (1»r  :«vait:i(i^'  <>jf  houaf‘  ^ c J'ikm*? 

Jitolilrtu  i?  (hr  ch«t^''r  Knirfr-I.  -'XV’ith  an  itilrjt's^  ta(r  of  4 jK'l'r’tii! 

'*  )«>  4?  |Hi  H l,»  ♦•I'Ui  t,»#l  I «1  Mi»'l  i>tiJ»ii4i  4i 


uihI  paj^Miicnt.s  ii|>  f o 07,  tlic*  avi*ra^c  amnial  payment  for  the  entire 
alinnni  l)0(|y  woiilil  he  al>out  ir‘20O  per  $1,000  of  annua i (riition  for  4 
years,  witinmt  insurance  . . . The  annual  cost  of  this  proprruni — 
;il!o\vin^  for  I lie  rise  of  inninie — would  ho  2 percent  of  income. 

The  extent  to  which  lime  of  loan  and  rate  of  interest  determine 
! he  harden  is  siiggcstc<l  by  the  following: 

AmMi:il  ^Kiyrncntff  at  a rale  of  liitcn*^t  for  $1,000  lo.ari  in  -I  years 

(10-y.  ,r  loan) $101 

r»i«*nn*ni.  ri.va 


K<»urci* : O.  K<'k«>>*rln,  The  /VoMrm  of  CoUrge  Tuition^  In  S.  I‘.  IlnrrU.  Higher  /‘Ju> 

tn  the  t nlfc*;  |»|».  »JS«  7I. 

I'lfimafely  (hy  1078)  the  ainoiint  of  money  iiei*<led  wonhl  niiighly 
U*  as  follows; 

r*  million  (*4)  of  Mudents. 

$2,.VK)  jj<»r  sfudeni  in  lOHS;  $2,7)00  in  1078  as  incomes  rise 

hy  niKHtf  •'Jis). 

Totnl  niHvI  in  l07H,$2.'i  hillion  ininns  tlnanciiig  n^ceipts. 

llie  out  lay  of  sinh  a ptu;rnini  roiihl  he  kept  «lown  as  private  enter- 
pri?^*  shares  ill  the  fiiiaiieing.  ami  as  gn*ati*r  \\H*  is  imule  of  the  guaran- 
tml  loans  which  ileprv.ss  inl<*rcd  rales  ns  has  Ik^oii  «lone  so  elTcH’tively 
in  the  housing  programs.  If  the  pn*grain  is  to  U*  elTxvtive,  the  pn>t<s- 
tion  t)f  iMiIatiiig  ri*s<Hirc<*s  ihrtm;:l\  a coqM»ratioii  wonhl  Ik*  helpful. 
The  cost  to  the  goveniineiil  can  U*  kept  <lown  if  any  siihshlies  in  in- 
teiHsl  rates  an*  liinittHl  to  the  mvd\  ‘.uul  if  nioiv  private  enlerpriM* 
sharx*sin  (his  pi'ograiii. 

Kven  if  the  ideal  pnigr.im  is  not  achie\  nhle.en*!!  a program  starting 
.a!  isWl  mill tf in  and  rising  to  hillion  in  P'  years  is  not  to  Iv  spunnsL 
Hejwyments  would  further  cut  (lie  net  costs* 

C)«  the  .assumption  ot  .an  aveiagt*  40*year  loan  of  a y«ar  in 

the  first  I* I years,  at  o jK-Kvnt,  with  loans  to  h'.ilf  the  students,  then 
te|wivinenfs  shotdd  excc<*<l  $1  hillion  a year  within  10  years  ainl  costs 
wvmfd  1h* $H7e  jK*r student.  <(*^f.  lvU>*tein,op,  i*it., 


In  endowment  inc<une  amountcKl  to  million  or  .1-1 

i^tvvnt  of  (Kluc4itional  and  generaj  imxmte,  and  H ivrceni  «if  income 
r'om  fuition  and  fees  Hie  rvlative  ronfrihuiion  of  endowment  to 
inoon^e  UaK  steadily  d^dinetl. 

fefd/  OKr#  unr#  prfirmf  (F'i/ 
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'WHiy  lias  the  contribution  of  endowment  declined  so  much?  One 
reason  is  the  increase  of  prices  and  incomes  in  the  economy.  Endow- 
ment income  responds  to  those  rises  only  in  part  and  witli  a lu"  thou<rh, 
since  the  early  lOaO’s,  I HE  have  ti*cated  the  losses  brought  on  by 
in!lati<)ii  by  investing  iiicreasiiiglv  in  ecpiities. 

A second  relevant  point  is  the  increase  of  enrollment.  As  luiinbers 
rise,  endowment  income  has  to  be  allocated  over  a larger  number  and 
therefore  the  contribution  of  endowment  per  student  declines.  College 
Administrators  often  restrict  luiinbers  just  because  by  increasing  en- 
tries the  contribution  of  ondowmoiit  is  reduced.  A significant  variable 
is  onclowment  per  student.  Thus,  in  1003,  endowment  per  student  in 
t37  private  universities  varied  from  $07,025  for  Harvard  to  $820  for 
fieorgt*  Washirigtori  Thiiversity:  and  for  58  private  liberal  arts  col- 
letres  from  $07.8.33  for  Itire  TTniversity  to  .$2,024  for  the  University 
of  Riehmond.'^ 

Still  another  reason  why  eiidownient  income  suffers  is  that  gifts  for 
current  use  become  more  important.  In  periods  of  stress  a gift  for 
current  use  provides  much  more  income  in  the  immediate  future  than 
income  on  enclowinont.  Whert*as  gifts  and  grants  were  about  twice 
endowment  earnings  in  1000-10,  l>y  1003-04  they  were  al>out  times 
as  large. 

All  of  this  does  not  mean  that  endowment  income  is  not  of  some 
imjmiinneo.  It  is  nunh  more  imi>ortaiit  for  private  than  for  public 
HIE  and  for  some  it  is  of  great  importance.  At  Harvard,  endowment 
ineome  acconntecl  for  nl>out  one-half  of  its  income  it;  the  101  h century, 
and  even  in  n*eent  ye.irs  they  have  accounted  for  a!>ont  one  thinl  of 
the  income  exelusive  «>f  government  gifts  nml  gnuits.  Endowment 
income  of  all  private  universities  dropped  from  1.3.2  iwrceiit  of  edu- 
c.at  ion  .ami  general  income  in  10.*i5-.5r»  to  8.S  percent  in  10n3--n4,  nml  for 
Chicagf),  Princeton  and  Vanderbilt  Universities  from  43..5  inrceiit  in 
1024-25  to  13.4  ]>ercent  in  lur>r»-(;G,»"  In  the  early  lOOfV.s,  IftO  HIE 
with  moix*  than  $.5  million  of  endowment  (boolc  value)  owned  84 
|K*rfx»nt  of  all  endowment  funds.  In  1002,  01  public  universities  ob- 
tnine4l  4.1  preent  %af  thnr  basic  expenditures  fnmi  endowment  income^ 
nml  r>.5  private  universities,  1.5  |>ercent.’*  At  the  same  time,  of  the  .307 
lil*entl  arts  colleges  (private)  with  more  than  $.500,000  of  endowment, 
5K  had  endowment  income  e<mnl  to  2.5  lK»rci*nt  or  more  of  their  basic 
eilucntioiml ex|Hmdituresniul  <7  lessthau 5 j>etvent.’‘ 

Endowment  income  is  not,  p>ing  to  increase  its  oontrilnition,  ns 
tuition  might,  by  7 times  or  anywhere  near  that.  Wo  shall  I>e  fortunate 
imlwl  if  endowment  income  stays  at  3-1  |>ercent  of  Kfil.  .Such  dc- 
wlofiment  would  lienn  improvement  over  the  last  30  years  or  w. 

Here  is  wimf  we  can  recommend.  Trt»asun*rs  should  consider  the 
iswsibility  of  nllocnting  income  on  t hebasisof  liook  mtherthnn  market 
xailues,  since  rising  prices  and  capital  gains  niy  the  usual  ex|H»rience, 
|he  result  of  this  ncctnmting  method,  when  npidirable  (it  isnot  nllowcfl 
in  California  and  Pennsylvania,  for  example)  would  l>e  that  recent 
donors  would  gain  an  nd\Ttntage  over  earlier  ones.  Older  gifts  would 
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not  profit  from  tlic  risiiiji^  market  value  ns  ajrainst  book  vnluc.  On  tlie 
basis  of  book  ratlier  tlian  market  values,  atomic  jfiiysics  would  ^nin 
at  the  expense  of  paleontliolo^Lry  and  classics  (say) . If  this  seems  unfair, 
the  reply  is  that,  in  later  years,  current  "ifts  now  favored  would  also 
lose  to  futiire  donors. 

Of  the  125  institutions  with  large  endowments  wliich  reported 
that  they  ]>oolcd  their  funds  for  investment  purposes,  GO  per  cent 
allocatetl  their  income  on  a market  value  basis.  During  perio<ls  of 
inflation  and  economic  growth,  when  market  values  are  likely  to 
exceed  book  vahics,  older  funds  receive  relatively  more  income 
than  newly  donated  money  under  the  market  value  method,  since 
unrealized  capital  gains  arc  included  in  the  formula  of  income 
distribution.  In  tlio  case  of  n pool  maintained  on  the  basis  of  book 
value  or  the  amount  of  original  contribtttion,  the  advantage  goes 
tn  the  current  donor  during  a rising  market  if  the  original  cost  of 
previously  held  funds  is  substantially  less  than  their  current  mar- 
ket value  . . 

For  unrestricted  gifts.  I should  add,  or  a stable  security  market,  the 
choice  of  nccoJinting  methods  makes  little  difference. 

In  an  earlier  survey,  1058,  it  was  shown  that  of  institutions  with 
endovvinents  in  excess  of  million,  81  used  the  hook  value  metho<l  of 
accounting  and  only  4G  the  market  vahie.  Only  in  the  $50  million  or 
luoi-e  njlegory  did  more  thnu  half  (0  of  IT)  iise  the  market  value.-* 

How  much  more  can  endowments  yield?  Mttch  will  depend  on  how 
much  new  endowment  funds  will  provide.  Should  endowment  funds 
rise  at.  7 per  (Tiit  a yt^ar  as  from  Ittiturit)  to  10();>-G1,  then  vaidowment 
income  would  rise  by  1..M)  times  in  the  years  lltG.VGl  to  1077-78  or 
In  u\illi(m  by  that  year,  cm  the  ;\ssmu])tiou  that  yiehls  eontinue. 
unchanged. 

A laiL^er  nduru  could  be  had  also  if  investment  policies  were  im- 
proved. Endowment  policy  improved  in  the  1050>.  Yet  it  is  clear  that 
policies  were  conservaiive,  'Ihus  from  lt)05  to  1058  the  yield  on  com- 
mon stocks  averaged  2 percent  in  excess  of  Ixmds,  and  in  addition  the 
equity  market  moved  np  in  a spectacular  manner,  hut  the  HIE  re- 
sponded slowly.  For  example,  in  1050  the  Standard  and  l^oor  Index 
of  Common  Stocks  was  IS.-tO.  In  lOGl,  it  was  81.54.  This  rise  refiects 
an  11.2  per  cent  rate  of  return  compounded  annuallv  over  the  14-year 
periml.  With  inve.sfments  in  10.50  with  a ratio  of  debt  equity  at  (Ui-IO, 
the  endowment  wonbl  gain  in  value  an  average  of  0.J15  per  cent  yearly. 
tTbis  is  nci<le  from  I be  higher  yieMs  on  c(|nitics.)  Exce.ssively  run* 
tious  policies  are  suggested  by  the  following:  10.5.5-1 0G4,  the  index  of 
c<>mmou  *^tocks!*ose  lOtl  percent,  but  THE  maintained  a ratio  of  5.5  per- 
cent in  common  stocks  t hroughout  t bis  ]>eriod.-'^ 

In  gi'ueral.  as  endowment  income  has  come  to  jdnv  a much  reduced 
]u\rt  in  providing  THE  with  their  resources.  ]>ol5cies  co\iUl  easily 
change.  When  endowment  earnings  drop  from  15  to  5 per  cent  of 
income,  manager};  of  these  funds  can  more  easily  shift  to  equities. 
Thev  can  lake  more  risks  than  if  the  contrihution  of  endowment  wei*e 
ujuch  higher.  Mori'over,  they  also  should  he  prepared  to  sacrifice  prin- 
cipal to  income  in  order  to  protect  against  inflation  and  hence  achieve 
stable  purchasing  power. 


^"O.  K,,  r<»n.|7r  nn*t  t'nirrrtilii  /rwrfoirmrwf.*  fitatu*  rtwrf  pp.  TiH. 

••O.  U.,  nuff  4 SMrtTW.  lOas.  p.  2U. 

»0.  i:..  roUrjjr  iiwrf  rnh  fV0if)t  IDOa.  pp.  .10.  4X 
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Greater  recon i*se  to  nso  of  capital  gains  also  suggests  a possibility 
of  increased  contributions  by  ondowincnt  income’  Here  investment 
managers  tend  to  be  overly-conservative.  ISIany  insist  tliat  tlie  original 
gift  plus  any  earnings  arc  inviolate.  A minority,  however,  would  make 
available  any  surplus  in  dollar  value  over  the  original  gift  as  not 
being  an  inviolate  part  of  endowment.  Those  who  view  the  gift  as  a 
sec  11  ri tv  value  do  not  feel  fi^ee  to  allocate  any  part  iri*espective  of 
appreciated  dollar  value.-^ 

Incidentally,  a policy  of  heavy  concentration  on  growth  stocks  raises 
questions  also.  Th?  college  then  sacrifico.s  present  income  to  future 
income.  The  current  generation  of  students  and  faculty  are  to  some 
extent  being  sacrified  in  favor  of  later  generations,  a ])olicy  scarcely 
supportable  in  periods  of  financial  stringency.  All  the  more  reason 
then  for  olisotting  tliese  lo.sses  by  allocating  at  least  realized  capital 
gains  now. 

Still  another  approach  to  increasing  the  effectiveness,  if  not  the  dol- 
lar yield  of  endowment  income,  is  to  obtain  increa.sed  propoHions  of 
unrestricted  gifts.  Tuition  and  annual  giving  are  weapons  to  niaximr/o 
unrestricted  income.  At  Haiward  unrestricted  income  seldom  seems 
to  rise  above  20  per  cent.  The  Oflice  of  Education  study  found  im- 
re.stricted  gifts  at  37  per  cent  of  the  total.=‘ 

Another  relevant  consideration  is  the  use  to  M’hich  gifts  are  made. 
The  Oflice  of  Education  finds  that  from  lh;*v8  to  10G5  only  2G  per  cent 
of  the  gift.^  were  used  to  increase  endowments.  The  daily  ])ressures  of 
tiimuce  resulted  in  using  new  gifts  nvimarily  for  current  operating 
oxpen.ses,  endowment,  and  plant  ana  equipment  in  that  order. 

Whereas  in  1020,  78  |jor  cent  of  all  gifts  to  higher  education  went  to 
oudowinont,  hy  10-10  the  figure  was  only  3G  per  cent.  From  105“  to 
about  lOO^h  gifts  designated  as  endowment  averaged  13  per  cent  for 
public  II IE  and  28  per  cent  for  private.  Also  striking  is  the  relation 
of  endowment  to  physical  plant : 


[Dolhrsln  nnUtons] 


lUSQ 

IWiO 

Uku 

1.  Endowment 

2.  PL-vm 

3.  IVrcont  (»-i*2) 

$2,  r»i7 

i'jl) 

$5,322 

$14.0.53 

33 

$0,954 

$22,931 

30 

9.  PKIVATE  GIFTS  AND  GRANTS 


How  much  more  from  Private  Gifts  and  Grants?  The  table  below 
give.s.soine  i*eleviuit  facts. 

(Dollars  tn  mtltlons] 


lOOlMO 

1939-40 

19G3-G4 

1.  Educational  and  Ronerol  Income  (EOI) 

2.  Private  plfU*  and  pmnUi 

$23. 1 

$575.8 

$99.6 

17 

$7,830.0 

$1,175.8 

IS 

3.  Percent  (2+1) 

Source;  DKS^  tOCB,  p.  PS  (my  calculations). 


o 

ERIC 


p.  nn. 

p.  12. 

^ IBCS,  p.  OH;  Coltcpc  and  Univcrulttf  Endowment,  p.  4.  (My  Cnlculntions), 
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Provost  William  Bowen  finds  an  increase  of  gifts  and  grants  to  19 
private  IHE  from  $50  million  in  mid-1950’s  to  $300  million  in  two  re- 
cent years ; and  for  11  private  institutions  lie  finds  a 6^4  percent  annual 
rise.  My  calculation  for  all  IHE  from  1939-40  to  1963-64  is  an  annual 
rise  of  7 percent  compounded  over  these  24  years.  Should  we  apply  the 
7 per  cent  rise  for  the  years  1963-64  to  1976-77,  private  gifts  would 
rise  from  $1,175  million  in  1963-64  to  $3  billion  in  1977-78.^° 

Perhaps  a 7 per  cent  annual  rise  is  overly-optiinistic.  Provost  Bowen 
points  to  a slight  declining  trend — with  increased  competition  among 
IHE  for  donated  dollars,  reduced  interest  of  the  Ford  Foundation 
in  helping  higher  education,  as  factors  contributing  to  a reduced  level 
of  gifts — especially  for  the  large  private  institutions  wliicli  now  appeal 
to  less  affluent  families,  with  unfavorable  effects  on  the  volume  of  gifts. 
The  public  IHE  also  now  offer  much  stronger  competition.  But  the 
overcoll  gains  in  gifts  should  do  much  better  than  gifts  to  private  HIE, 
In  some  important  respects,  the  evidence  is  favorable  to  continued 
gains  for  private  IHE.  A favorable  factor  is  the  increased  recourse 
to  annual  giving.  Here  the  Ivy  League  has  shown  the  way.  Thus  in  a 
recent  year  Harvard  obtained  $2,627,801  from  21,643  contributions  or 
about  $120  per  giver.  Actually  only  one-fifth  of  the  Harvard  men  par- 
ticipated.^® With  11  million  living  college  aluimii,  it  would  be  possible 
to  reach  say  half  or  5 million  with  individual  gifts  averaging  (say) 
$50.  Tlien  the  total  addition  would  bo  $250  mil  lion  in  annual  giving, 
added  to  current  gifts  of  about  $1,500  million. 

Another  favorable  factor  js  the  rising  level  of  income.  Potential 
sources  of  gifts  will  rise  more  than  the  expected  rise  of  family  income 
of  about  t co-thirds  at  these  levels  of  income.  In  addition,  population 
will  rise  by  about  8 per  cent  from  1908  to  1975  and  b}*  23  per  cent  by 
1985."^ 


10.  POTENTIALS:  TUITION,  ENDOWMENT  AND  GIFTS 
(Soke  Conclusions) 

It  is  not  likely  (hat  gifts  and  endowment  income  will  ri.se  by  7-8 
times,  as  tuition  might,  even  when  constraints  based  on  the  increase 
of  per  capita  income  are  invoked.  But  substantial  rises  arc  possible: 


Increases  t ifiniotw 

Anticipated  rises,  1003-G4 — 1077-78  endowment  income .$427 

Private  frifts  and  grants  (3000-1175) 1, 82.5 

Annual  giving 250 


Total 2, 502 


The  total  gain  could  bo  $2.5  billion  by  1977-78.  Improvements  in 
income  from  endowments  and  gifts  are  premised  on  the  assumption  of 
continued  gains  (as  from  195(1  to  1964)  of  7 j^ercent  annual  rise  of 
ondowmeiit  income  and  of  gifts.  Unfortnnatcl}'  the  share  of  gifts 
going  to  endowment  .steadily  declines  even  as  the  share  to  physical 
facilities  rises.  Larger  diversions  to  endowment  income  and  current 


» Cf.  W.  Bowen,  Op.  at.,  pp.  42-^7.  My  cnlculntlons. 

Am!U(i{  Jteportf  The  Jfarvard  OoUego  Fttndf  1065-1000.  p.  1. 
^Economic  Report  of  the  President,  1000.  p.  251. 
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operations  could  be  had  if  the  rise  of  the  share  of  gifts  to  plant  might 
be  contained. 

William  Bowen  in  his  excellent  study  presents  a strong  case  for 
smaller  gains  of  income  tlian  are  suggested  here.  But  I note  the  im- 
portance of  improved  investment  management,  the  possible  gains  of 
annual  giving,  the  especially  large  response  of  gifts  at  incomes  of  the 
1970’s  as  incomes  rise  by  percent  in  the  next  10  years  (5  percent 
a year  compounded),  and  the  population  rises  abovit  2 percent  a 
year,  a factor  making  for  increased  capacity  to  cover  additional  gifts. 

All  of  this  is  in  addition  to  such  crucial  issues  as  the  accounting 
methods  used,  a more  audacious  use-  of  capital  gains,  and  greater  re- 
couise  to  equity  investments.  The  gains  are  partly  in  additional  income 
and  partly  in  more  effective  use  of  this  money. 

I have  relied  especially  on  the  increase  of  tuition  income  to  provide 
largo  additional  resources  from  the  private  sector.  Tuition  should  rise 
as  charges  respond  to  both  rising  per  capita  income  and  increases  in 
enrollment.  The  successes  in  this  area  will  be  related  to  adequate  aid 
programs. 

My  projections  should  not  be  taken  to  mean  that  I above  all  favor 
rising  tuition  charges.  Rather,  oven  if  higher  education  succeeds  in 
attracting  the  large  amounts  from  the  federal  government,  and  more 
from  state  and  local  government  thongii  less  relatively  than  cur- 
rently— as  suggested  in  the  Carnegie  Commission  Report — large  ad- 
ditional tuition  will  be  needed,  or  we  will  face  a serious  drop  in 
quality.  If  more  can  be  squeezed  out  of  government  and  other  private 
sources,  then  wo  can  depend  less  on  tuition.  For  example.  State  govern- 
ments without  income  taxes  should  introduce  them  and  thus  reduce 
tuition  burdeas.  At  any  rate,  any  ri.se  in  tuition  is  limited  by  capacity 
to  pay. 

Howard  R.  Bowen,  in  a judiciovis  presentation,  offers  a program 
that  puts  smaller  burdens  on  stmtents.^-  He  would  provide  economical 
grants  to  students  based  on  needs  Imt  in  amounts  geared  to  the  likely 
willingness  of  the  taxpayer  to  foot  the  hill.  He  \vonld  tolerate  tuition 
diffei*ences  l>etween  pnhlic  and  private  institutions,  and  he  would  pro- 
vide a loan  program — not  on  the  massive  lines  proposed  above — but 
enough  so  that  students  who  require  more  than  the  minimum  to  finance 
higher  education  can  go  to  Princeton  or  ^HT  (say)  if  they  are  ac- 
ceptable. Bowen  Avoid d also  have  the  goA^enimeiit  finance  a substan- 
tial paii*.  of  rising  costs  of  each  THE.  He  would  clearly  depend  less  on 
tuition  than  I Avonld. 


11.  WASTAGE 

Any  ore  who  has  been  associated  with  uniA^ersities  or  colleges  for 
50  yeai*s  or  more  is  aAvare  of  innumerable  wastes.  Any  large  operation 
tends  to  invite  uneconomic  operations.  Here  I shall  summarize  many 
of  these  costly  procedures. 

‘‘'3IT.  R.  Bowen.  The  Ffnnwcc  of  Higher  Education,  1908.  (Carnej^o  CommlRsIon  on 
Higher  Edncntlon). 


o 
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A.  Costs  of  FACULTr  Conii^ol 

Faculties  in  liiglier  education  are  veiy  jealous  of  their  rights  to 
control  the  curriculnin  and  even  the  budget.  In  their  determination  to 
administer,  their  primary  responsibilities  to  teach  and  research  suffer. 
A University  operated  by  a faculty  of  500  is  likely  to  be  a most  un- 
economic operation.  What  ^ve  get  is  a debating  society,  not  an  efficient 
operation. 

A good  example  is  the  recent  turmoil  in  California.  The  faculty 
was  outraged  because  Eldridge  Cleaver  was  not  allowed  to  give  a 
course  for  which  he  had  few  qualifications  and  many  disabilities.  Tliey 
claimed  that  the  Eegents  had  absconded  with  their  control  of  the 
curriculum.  Not  a word  was  said  about  the  costs  to  the  curriculum 
which  accompanied  the  loss  of  taxpayer  support  because  of  many  ex- 
cesses by  faculty.  What  was  castly  to  the  curriculum  was  this  support 
A faculty  often  takes  over  control  of  the  budget  by  demanding  cur- 
riculum changes  which  involve  additional  costs.  But  this  may  be  waste- 
ful given  the  i^esources  of  the  institution. 

B.  Faculty  Appointments 

In  order  to  achieve  academic  freedom,  faculties  have  obtained  the 
privilege  of  tenure  under  which  a faculty  member  is  protected  in  his 
job  to  age  65-70  unless  he  commits  moral  turpitude.  In  all  my  46 
years  at  Harvard  I Iniow  of  only  two  cases  where  a tenure  member 
was  fired.  I know  of  many  others  who  should  have  been  fired.  One 
sometimes  wonders  if  the  price  of  academic  freedom  is  not  excessive. 
(Abuses  by  extremist  faculty  may  well  bring  losses  to  the  faculty  in 
this  area.) 

In  conferring  tenure  appoints  the  IHE  in  fact  commits  a first  class 
university  to  paying  out  more  than  $2  million  over  a 35-year  period. 
A mistake  may  be  very  costly.  Indeed,  IHE  are  becoming  increas- 
ingly aware  of  the  risks  involved  and  often  require  ad  hoc  commit- 
tees to  verify  the  wisdom  of  a tenure  appointment,  but  many 
mistakes  continue  to  be  made.  Even  if  mistakes  are  not  made,  the 
modification  of  our  value  system  may  involve  institutions  in  losses.  I 
recently  heard  of  a major  university  offering  a bright  young  mathe- 
matical economist  $42,000  a year.  The  economist  is  clearly  brilliant. 
But  it  may  well  be  that  20  years  from  now  the  current  fashion  of 
matliematical  economics  may  give  way  to  other  methodologies. 

C.  Faculiw"  Pay  Methods 

In  higher  education  as  prices  rise — and  they  generally  do — the 
college  has  a choice  of  two  adjustments:  Tlie  first  is  to  offer  each 
faculty  member  a rise  in  pay  in  response  to  higher  costs  of  living; 
the  second  is  to  allocate  the  additional  funds  on  a merit  basis.  Few 
IHE  have  dared  to  adopt  the  second  approach  which  seems  to  me 
the  more  supportable  procedure.  The  attitude  of  most  faculty  is  that 
to  deny  spine  members  the  cost  of  living  adjustment  is  to  deny  them 
the  full  righte  of  tenure.  The  British  have  supported  merit  increases 
over  all-over  increases  more  than  this  countiy  has. 
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Many  IHE  abandon  salary  scales.  They  bid,  as  above,  for  outstand- 
ing talent.  The  man  who  is  promoted  is  the  one  who  gets  the  offers. 
As  Theodore  Caplow  showed  in  Ms  Academic  Market-Place^^  smart 
faculty  members  learn  how  to  get  ofl'ers.  But  what  I stress  here  is 
that  the  aibandomnent  of  scales — paying  a new  member  $40,000,  while 
no  one  else  gets  even  $30,000,  is  costly  in  morale  and  in  the  long  nm 
is  likely  to  yield  a reduced  product  for  a given  outlay. 

In  determining  wage  policy,  tlie  HIE  has  to  decide  on  what  share 
should  go  to  basic  sahiry  and  what  part  to  fringe  benefits.  This  is  a 
problem  that  has  greatly  interested  me  as  I served  on  relevant  com- 
mittees both  at  Harvard  and  California.  Yet  there  are  few,  indeed, 
administrations  that  examine  possible  fringe  bene  (its  in  terms  of  costs, 
in  terms  of  effect  on  morale,  and  in  tenns  of  what  the  faculty  wants. 
Nor  is  the  choice  between  spending  x dollars  on  fringes  or  basic  salary 
carefully  examined.  Fringe  benefits  are  becoming  an  increasing  share 
of  total  compensation  and  the  institution  should  have  a fringe  as  well 
as  a basic  salaiy  policy. 

It  is  not  clear  that  most  IHE  have  a genuine  salary  policy.  Are 
salaries  to  be  related  to  the  cost  of  living,  to  average  family  income,  to 
salaries  paid  by  competitors,  and/or  incomes  of  other  professions  re- 
quiring a similar  order  of  ability  and  training?  What  is  the  relation 
of  salaries  to  years  of  service?  Plow  much  should  be  provided  for  re- 
tirement years  as  conipai’ed  to  basic  salary  ? Should  the  major  increases 
occur  in  the  early  or  later  years?  Should  promotion  be  automatic  from 
rank  to  rank — 5 years  as  an  instructor,  5 years  as  an  assistant  professor 
and  then  tenure?  Or  should  tenure  come  after  varying  periods?  And 
how  much  discretion  should  the  Administration  have  at  each  rank — 
$18,000-$35,000  range  for  full  professors  or  $25,000-$30,000  ? 

D.  Outlays  ox  Plant 

Plant  expenditures  have  tended  to  increase  proportionate!}’'  much 
more  than  outlays  on  personnel.  The  costs  of  allocations  to  plant  ai*e 
excessively  large.  Plant  fund  receipts,  for  example,  were  11  percent  of 
educational  and  general  income  in  1939^0,  29  percent  in  1949-50  and 
35 percent  in  1964-65. 

Whereas  the  proportion  of  gifts  absorbed  by  endowment  by  IHE 
was  78  percent  in  1920,  by  1940  it  had  dropped  to  36  percent,  and  by 
1957  to  13  percent  for  public  IHE  and  28  percent  for  private  institu- 
tions.^^ 

It  may  well  be  that  IHE  are  the  victims  of  the  donors’  predilections, 
but  more  could  be  done  to  press  for  larger  contributions  for  faculty 
and  less  for  plant.  When  donors  determine  the  use  of  funds,  they  tend 
to  favor  plant  disproportionately. 

Another  factor  that  increases  plant  outlays  is  the  increasing  ten- 
dency of  students  to  live  in  college  dormitories,  that  is  away  from  home. 
The  net  effect  is  bound  to  be  a rise  in  the  costs  to  the  students,  part  of 
which  will  surely  be  borne  by  the  institution. 

Theodore  Caplow  and  Reese  J.  McGee,  Academio  Market-Place  (Basic  Books),  1958. 

^Digest  of  Educational  StatiatieSyi^OB,  p.  95.  and  Office  of  Education,  College  and  Uni- 
versity Endowment^  1905,  p.  4.  (My  Calculations.) 
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A related  problem  is  the  waste  involved  in  finding  new  IHE  or 
professional  schools  not  closely  related  to  need.  Clark  Kerr  has  em- 
phasized the  need  of  more  capacity  in  populated  areas  and  especially 
in  ghettos.  As  I noted  earlier,  the  large  metropolitan  areas  have  much 
less  capacity  in  relation  to  need  than  the  small  areas.  Students  within 
commuting  distance  go  to  college  in  twice  the  numbers  relatively  than 
those  beyond  commuting  distance.  In  California  in  the  1950’s,  attend- 
ance varied  from  57  percent  in  Napa  County  to  6.4  percent  in  Glenn 
County,  with  an  overall  figure  of  41-13  percent.  Uneconomic  locations 
are  part  of  the  explanation.  Again  in  Michigan  in  27  counties  with 
IHE,  the  percentage  of  college-age  population  in  attendance  was  32.9 
percent;  in  56  counties  with  no  IHE,  the  attendance  was  16.8  percent. 

In  the  late  1950‘s,  using  the  questionnaire  method,  I investigated  the 
founding  of  543  new  THE  and  professional  schools  over  a period  of 
10  years.  One  could  not  be  impressed  by  the  reasons  for  choosing  a 
paiticular  site  or  for  providing  additional  units.  Many  relevant  con- 
siderations received  little  attention.^^  In  some  instances,  founders  re- 
fused to  study  need,  or  command  of  a market  by  competitors.  Had 
they  considered  this  point,  no  need  would  be  shown. 

E,  Cost  of  Inflation 

In  virtually  every  period  of  financial  trouble,  the  explanation  in 
large  part  has  been  the  impact  of  inflation,  Perhaps  college  economists 
coiud  do  a better  job  of  teaching  us  how  to  avoid  inflation  and  also 
how  to  respond  to  it  once  it  appears.  In  the  post-W.W.  II  period,  for 
example,  at  least  until  the  early  1950’s,  per  capita  income  rose  several 
times  as  much  as  tuition.  Going  to  college  became  a striking  bargain. 
The  colleges  lost  hundreds  of  millions  of  dollars  by  their  reluctance  to 
respond  to  the  inflation.  The  faculty  paid  pait  of  the  bill  as  their  pay 
lagged  behind  the  cost  of  living  and  a fortiori  behind  rising  per  capita 
incomes.  Throughout  Harvard’s  330  years,  with  very  few  exceptions, 
the  adjustment  of  tuition  to  rising  prices  and  incomes  lagged  seriously. 
Even  today,  as  prices  rise,  the  lag  continues.  Tliere  may  be  much  to  be 
said  for  a tuition  policy  which  allows  immediate  adjustments  of  tui- 
tion to  rising  costs  of  living  and  even  rising  incomes.  Many  trade 
unions  have  achieved  such  an  escalator  clause.  In  view  of  the  pre- 
carious state  of  higher  education,  automatic  upward  adjustments  in 
tuition  may  be  supported  even  if  the  effects  on  the  economy  may  be 
slightly  adverse. 

In  another  area,  IHE  have  reacted  to  inflation  reasonably  well.  Yet 
there  is  something  to  be  said  for  the  statement  by  McGeorge  Bundy 
that  finance  men  m higher  education  have  been  too  cautious.  For  ex- 
ample, in  a recent  period  of  10  years  ( 1955-64) , common  stocks  doubled 
in  price  and  yet  despite  this  and  very  large  increases  in  profits,  the 
proportion  of  common  stocks  held  were  unchanged  at  55  percent.®® 
Surely,  with  endownment  a small  part  of  income  now,  the  justification 
for  increased  risk  taking  is  greatly  increased. 

Finance  men  in  higher  education  have  also  been  overly  cautious  in 
their  handling  of  caphal  gains.  They  generally  have  failed  to  use  capi- 

“ S,  B.  Harris,  Higher  Education:  Reaourcea  a7id  Finance,  1962,  Chapter  61, 

30  College  and  XJniversity  Endowments,  p,  30. 
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«oit  ^ out.i^r)!^  toi  VMt^i  iii»t  n\  vt 

*i4tli<llrrjl|£  ^Ot  llti^  rf  uniiH  ^ 

^ ltl*\‘|-  •'«Mir^lU:l't»'^  f tir  liiniilMit  tt]  iumr:«">-*'  'XV  oiil  :(1  ).  )i  fi  1 in 

i'liiinrim-  tiH^I  ^ ■c»tli|^).'-  ‘f  i'fjtit  ‘tJKii  i :»  1 y?  ii ir«l  if*  H in-  t'jm* 

ft’OHi  4i<^Ty  W»  fvu^  ;iH.hi  i v n IwU^l 

^*lu‘  ♦*»'«  not  oul^  fin  ||lM.vm^  liul 

«MO|!K‘  «rf  iln’  { Jl}^  prtn'M:  t**n't|(i'i*/l  nt  KIN  c t tu  <!|  K|'K' 

tillitn  '<  >liU' Kypnt'f  VMOim^l  I n !•  now  W‘ft\  oiH  I'fiUojLM -vH  o 1 ,1  I'l  Kt  u«'iottlr 
otUN : otJ\  ii<>  tioiil:  o!  'I'dir'IlHt  itl.Hl  l^uHj.utn  loWi  KltOlilin)  N^il  li 
elmitj  rihnf*  -I  .i^  W»M;t-r. 

t iiMinfiNTticjh  nu  ^ 'mKiK‘n|i^*  ??  1|  WhK<ut  iok  KfitMiii(ttttK/i 

I Inc 

i^Mif  t>  * ih  kIhkMI  ^ yfn*  *ff  OirftHiifmii 

■Tj'ofH  ^ Ik  iiuitMi'^rtf  t o 1111  ’iiO'^KMt  hi^'^  oj  1,1k*  onH'ioKhmi  'I'hn  ^u1 
OMtioK  liKllwJll  f^'oiK  iJk‘  tili^uttnu  erf  oA'«i|4  I* 

f>»ltKUi|H  lOK  «>f  Im  V'liioK  KoiOa*  orti»Mi|^*3-  Kliti  Iw  i<:K:iit:i:ii(^i 

lerliiiMrf  fO/ol^KKirlioVl  nmiVU,  j»*uf  :U  -fej 

4:0  imk«4  <!tMi4|KH  4i  k>I^,  ot.Si  it  trf.ion^  1iM  wr '[KK^irtit^  ik1 

4 Innl  io  IIIONI*  HMH  moH!i'  4UMlKVKcllir^  -f*!  |>|>e» 

fl-»  UiM  olu1  NUil  ^K'^^l.’|^  ^ «K1  vr!  eiKi  iH  KtM^  iiM 

Ikk‘I*  ’ nMOiu'/e*.|  \>\  i!irO(iit  «rf  iKKorii^l' 

|Ok1  10^ n^  KelOf  OOK’  H ftf  1 Inu1 

unf  jl  <-Ik\\  iKMumu'  ^iiM'Ik4  lrt*mK?lK*t  of  t hi*  ii^rh  uujii‘hhk<1 
w'Si  li  iK*w  bM;nKhK^  <4  iiiMo**- ot|.*  j|.^Hov  kM  iu^hiik'S  t hotn  ' 

Ati  ioi<i  >*  hf>  ilH^  Ki^'olvii^l  :K  koMk^'  K^iiiOii^t  * m<  <oh  oi  V'tio 

hio  i^f  Mt.iK^I  1 h*’  irl  ovIllOMf  lOfl  OUly  ielel  AViitl  1 hwl  io 

H Kour^'  n i oH unII  i }!)w«th  |w*n- 

floi  ’hl^  iini|)tt-i'  V li^h  •tin-  oiip'lnnl  lir  wntj  liiCtii  fi |^ 

tnii'fieriio  HH  il^  < lc)hKh1 

tkf  MltKl  tlM  i:!OUOM1^I>«1  H vIkiW*  Ctll  l.ht*  1ihl»>f  Jf  V W3* 

not  |i  ;^»t'et^KH  ^Oi»  KoUnj.*^*  niKlit'lKHiOtl  Kl4K^'l»1!Kln^  -*<t:iH 

w it  h 05^ 

^(^luv  cii^ioi'Koif  ^hotiki  j ,Amii n mIio  t>iK!e>  i^inI  H 

htO'^lot  ^ O ohlO^^t  M enHVl  K»idutKiihttnio  :nKrt»v  f HiU 

n(i^^  t fiMt  i\  ^ nonrat*  oi  a ao»‘«v>  of  K<Ha’:4e»c‘ 

4ihn4i1o  rwiai'  \ ^ 


ti  iH Riot'd ;h)«  I'liAi  inudhiKo 'f;h»‘ 

■of  Ju^hiV'  fUiut  4KM  i)|  ^ ht> 

}<>  I H i'»  iiy  i M'tiiilii  hy  hu‘lti  A 

a»inj‘ui6 io>t‘xHjlv  of  ^ioi^hI  <»cMicy,4ml  ike nowldi 

♦ ♦iiH  4*.  :t,  tfft  »wt,..|i|i  yi}  n«5: 
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^ (MU  u fn'rr’  1 fir,nMt  M<l  imttu  Mfir 

fMjJtl  f‘nfi;nlt*)i  i.}*r  uh  \\w  <>f  1 ^‘i«< iJi i hn*l  il»t*  j»j'rn1i»t'l 

t 1<  I r>ul 

‘l‘lu'J'4  lil'i  lit  hr » <>h:tt  |i<  !lr:  1 o u»<  1 It  ?'*;»?'*  < 1 1 < ' «r  1 i h »«'  * * I 

\ £*«K':  ln  h liri'  l i ht-  hrrut:  1 r mI  >1  IT 

«r**  k*'|ri  tlwv  n tr»  l-ititt  ll*i‘  y«>tifi^  k^hI  x wit 

lrk<iU  In  ln'  ri'|.‘Uic't‘i1,  j fi  thi:>  ‘‘ortM''''!  »nrv,  ll  U nf  lhi<l  4 ir{/lnVs 

|i»r  l :.|iuv  n^l  »<'<'<  M < I ; »»^'  lu  f'l'iij  iot»4nrtl  3 ^ j*»'|  »f M'l  :■.,  >>’•#  t'tit.-i 

< f t l 'H-uk'Ii-  Ar«Tf»i'  N irVUi*  f*nnl  .rn< 

th*'  jtinntUKj:  oj  II  ;| i|  “4{'hr  ^ n*rN«|nir‘  hTI  ti» 

liTI  hn|  f -fo  rj|  iUv  I'ijImi,  ^'I! 

<'Oti:iitir>^'iiinmr  1 iln t»n  i/l  in* 

t hi  s lf<«  \ ill'  M^l  M<  I,  34t/<  i hr  Jfln'l  <:  lU  ifir  tir:|  J'I'hn 

I ht'  i'hiut  )i||:  {niiiin/1  1o  ‘full,  4t>:;|»rfi‘  f.lir  i injM  i1»(  ji  t»t*<‘  u‘f 

h Tf'hu:  M'lOJ  |r»  :r.hiV*  “tiK’nIl'  rUMr<'iusi*tl  <•  I 

f’H‘ ( Ml*  I <‘i  lihMv:  |t  f I' I ,"TJui  MU  lt*i  ll  t u^l'^  A>  fi 'I  hr  if  *i1  ri  l‘r, 

!r|  {mu* Urml  ;|  f*rr it  1 Men;,  l<  i'i.*ii'  5 ti  i.hr  ^»'7’ ^ 'Kill  V I «■  < iM«’  \\  u \ r»tel  t<» 

ht  r*  rt:  t IiM'm/I  lit?'!  ^ 

<iM«‘ ^*1*1  I hr  u|  1 ^ ’►fu  is.  nirx  if»u::}\  lo  Mr  I'fMiM- 

iJir  tiMMihlM  r>f  :i1(l1itlM{^  Wtli^oiiJ  }>  i»»  »t*l'Ocij  »*  itn  1 1 r»jj^  if  H«M»  !l 'i  i >1 

i(  (*M)'(il(;firM  i^i  rt'i*«Ur*r  i ftr  <4  1,ltr  ifnrnll  v liVr  fiUV<* 

oti  ttvjitMV  I I r|  I*  fin*  i r|'f  >)  iif  Ml  t)f  r*(  »i|  I li*)V 

Hiir  Ji  :liU*  Atnri  in^r  k khr  i tyx* 

4s^tii‘*.VMA  of  I hi‘  35  :t  > 1 O i^li'  M*/,f  of  < 

’WhA  ool  liliA't*  cMir  < t^^^v^  (if  4UM  > oc|(<*|i<!t  i * **  < <if  if'hf*  Mi-A  tO;.M 

Ml  f liotill  y V'cnili’i  1ii>  III 

ihnot'A  ihlif  ttUiliTt  oliixsiKr  M*«*  ;Mn*ri  ifl  i»ol  j s r ! MU  ! iron  r).|ilcic|o(i 
■<  f*  M <<oli3/tiio|<Hl)ilt>  I'M.oIri  , if  \ A>  il  fi  ’j  M‘i  »f»l  *|  M 1 1 )lr  1 o oj  Jf'l'nff; 

nflr  iiMtllA  liMci  (ircltuOUIMlii  ly  l>\  <U^NMti'|  <Mi  (MIA  f <lHi»  <4 

lu  »i|.*Mm:^  > of  Oliofi  ur  i .of  ;>0,  IftMoi  Hhil  hwx»"  rihovv^i  i hiil 

n <4  iitn!l  'tiif’^'^c*  lci<H  hs 

-IMliy  f|t>  lilt>  •WAS*t*cfl  -IIkO’i'  «11,  WAcmiI  1 hr  Aril}| 

( Ml  A ) J'thl'olltkwstil  of  5^  ntl4  OtM'  r!i^^^^  fif  4^1*1  iil^lHA  tic  J|r|*«  4*^1'**  t»1«‘  1><^l 

V rlii>nr-v-  of  ifOO  c«‘  I ^4  ^ CKl, 

A<i‘Mii11y  ific  «iy,c  of  l1ic  i^tiiiy  t«*  u :toiiH«’'r  <4  4m- 

flOlHlUclf',  £4;||4m'^  fuA’C  JlUitrt,  ‘{‘  luH  |5'  lo 

ifie*  $Mo)V  4tot^ici^oiMl4  litl'^^'C  f!lll&^i^^^  ttOHji  Ailshi  1k'  i}ic 

rtooHf  cflc^il.U  c *\A  iiy  io  j'lhc  OuMrt  1’l»frt*ou^^h  5^1  cnly  ca’<'1'  .tOH<fc*  .oti 

l.hc  |j5j*ci4kl<^?|A'iH  «f  “of  4 1 fit'll *c^i1  -;iyiC  V\<l^  oiltfciiAltc'tl 

ImyI  M'C|c>0  W iwnif  of  dfiC  t tUA'Ct’Mt  y <lf 

If  C Oc|tl(  jA)4<l4  Id*'  ff41oAA‘&  ; 

|tl  iW  iof  llHf  of  ific  «A  ttiirtlilc  -CA  mWmv'*  *4^/^  cv»c>^0>  1.0  V*c  n 
^'t^TiiVH'olA  itl  o4u<»>il  AUhii1  oftio’irooy  |McnMUl*c><1  iti 

of  OIAmWiI  > > , 

ifltioc  ifllil  ific  ICf  fltl;i<|tlf'si  <of  tM«V 

10  iJic  VnltkC  of  aflil4«n1  tt^HV  fn*  OX'<T^ 

Itl  W of  f’c'tl!  ^ It  4A<'i<l<A4 

h4a  Utility  1o  ifiC  fXHUoil  sIHidi'tlls'  \f\  iJlf' 

ih\U  Hi  ific  }3l  or  a |Ae?i'  ivtii  AMt»  iWix’  ittiy  it<ivnoi<i4j^ 

fnAor  of  otMulf  r'1^:iaica\. 
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Ik  f»Ml  Kr  ? Ji1  I rfUJU  h 1<>  »i  n nvri  v/.iifj  I f 1m  1t‘M<  li'IH;?  luiult. 

■^<;f  11k*  Inrirll  V ( vilL  ttfr/'iVntrK'Hl  H7»'  ji  1 1 1 7 , H'iiic:ri  lo*n:|:  n^'r' 

f fif«l  %fM  rvi  »it  i<ll  1 *<’  » «H|:H  »t  Wu»l‘>V>  I K’/i  if  Ti*’*' 

H.  JVmm  (•'rnri  v 


|/«l  t|i  Jt»  1*»  { Nr(f'^.'!  ot  'tijMjl. 

i, l1ir>  Tnifrilif  j lO*!  ;itl  lT»f* 

% f'jMinmt  fff  «1V  nil  »ti1 , llul  i 1»>  irrjji‘»|'1  Jifil  «!»'<»  lr> 

f‘t »ru Mlrrf  Oif*  qrnilil V-rff  til m’lr'ti  , 

< i^M  ll^ir  i*^*^nr  nif  |>t'f nft|fi.j  V :f1  r«  t MjttjtMil  iirrt|^ivir/’  rkti 
»fr< 

" ^ 'i  ii  »\  r ;t  I1  ^ 1 kt'r  uTt  inlin  'll  \ is  Uti  1ti  i | kMI  mmI  *1  >1'«  >1  klrMl'J  !|‘  >t'  I HI  l\  r't 

U M'|,fi)|'l  A' r»r  t;t^1’^  ’X'Mjii'Mi  rul  ( l,c‘,.  j|tr'r  W'trl  trt  ti<1r*:!l  ) 

ihjlAV' M<  i»H  : iltint'OHSr  ■rM  t’tN  rutMi'ctnU^.'l  ilarilihr' 

Hrff  ’L  .fiTl  i|:f(f  t.MTK'p  llir'  iIk 

ihl»*  ■ i/Ik'KH  Ml  1 ituf't  (Tu-f’iti^^  I’^rlt  ^ir'l'lrul  <( >) |'<irti u ri'lv  -^nl  l» 

silirti  II  fi*V“  it>  tlt'ltrilK*:r>  AW  A\<m1«1  » iMM-rt  f<H  Itrr  srftirlrnl, 

|»f>  fulfill  Ml  fKM^  1»A  IIk’  Jrru  J|!|  -'rtY'yi'lv 

1n*>‘ht^r  i|»*v  iht>  %\  A’\\  ) , iti 

Mr  till  * O'!  llil  irtf'Ml  *|  >r'f*1li(r1'Ml  ImM  ni  r'l  IM- 

Itl  Mtll  t«1  M ini  ^1|M  rli 

r1'MMMf«l  tlr^iA  l1»M  f 111 

'V\tl  It  nit  I till  *4  111  ifrU  tuilt  1w>  ijisitilMtil  Ill'll  *tlH|  If4tir*<l  lltlll  A\llli  lliiS' 
'’ll  i *tM  r*r|HI  |jKi‘  t||it1f1r^l1  1ln^  tii^’«4il  v t'l=«^*tl  |vMr‘tl  1-'7 

IlitM,  In  »•  mIk^I  jrtf'  <1k'  ^lf»r4jlMr*,|  (IdlllilMSv^  l1i|i  f',c»1 

M f*t>  ruihf  f'crhitifi  M il1l  ?«’:ruM|t  llhll  tir'llll  !|  It'rVl  >1»*tlit,  \\  lilil  A\‘Mi1(l 
It  "I  1 « 1uHitrHoV,W*»1rti^st>i^nuit»  i^hi  furi  n iIiI'cmiI  rln 

flirnr  iK'JrfW  r^rftil , «tlrw‘5^  il*  llicif 

Hunt' 4l<sfir-:iu  t'’l!7f», 

ItJ  ml  <3  lllrjfrlilJ  Htllti 

iho  f»f1f11l  irm«i  Itl  K’  |>«t4rttK»‘n  if  ♦mifjJ-ltlwl 

iai  I Ul1  if 

nt7  iit7  dt‘  *«ll|svh| 

it)  h df  ^}»r^ 

iie^’  ttiwtt  #V45U*  Jicjf  ^K«'  Hjc* 

in  ftu'«<c*t'»  ntc'titWu^  in  sH«»  <li^B<'nUy  df  *jt|4yini?  ^<1- 

^ df  Ur})nd]c^*  Id  I lltn.  T<*  n 

ii  iai  Id  nuvc^  ii.  IMc^v^ini  i»i  iJa**  fm'i 

Hal  dd1U^<iav,^in<|  jailicMlJiiHy 

«n<l  fu*^  tn^<})drU  rtf  i<»#H)ini,  ftnirHai  i})^  jnitv#rlnf'iiiom  df 

w^iinc^t>'  tn«%  ntw)t  M^nv 

Id  tntiniiiin  c4d  i.c«r3nn;t  nMlial*;  n)l  ii 
isi  4i®cHiJi  fm'  Wa  id  fni’cv  n|^n  ^ hn 


t ilittMA  4n  fMki'i#  rtf  .*  If i‘*o*kw>r-«  mi 
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‘l:jn 


«?  m X? 


492 

iftr>  iruluMiT  <Im  i«l»rn  with  in* 

cvifi)}K<9fior)  an<I  fiilnn^ 

**Ir^  fa-n<*  Uw»  #;iiinr  pivililrm  ji«  n!hrr  «f*ll<*r^ 

<if  In  tlic*  hi^rlily  morh«ni7it'<i  in<!uMrin%  unit  rvtstfi  tm<i  t^* 

fall  ra|nJ)v  'wjtJi  tbf»  «ic>vrlo|»rmit.*;  of  !<v'linolo;^y  a4ni  fnan* 

s^c-nK^Jt..  TJ^f*  i?k  Ij4a1  tl*r*»*r*  indn»i1rk^  at>r*  lo  j#ay  miK’li 

Mill  of  jfK’fv^Mfvl  nfv^ln^in 9ty.  Htjt  <ti^hc*r  c^mploy^ 
ft4M^it»,  tK;^  fatoitfMl  ky  !n«*»<n  a^lvancv**** 

riK^’t  <h«*  of  moTv  jir  rnij4l<*yn4«*ntii  for 

laljof  ainl  rnatrHflil*.,  t rn«M  pa^  jokv^*  for  all  that 

iJm*  jftirrha*^,  r*v<*n  thou^jh  thopif*  In^ic'r  aiv^  n«»t  oflwrt  hr 

>Hi)t|inj;i:  l^n’in*'  *in  ity.  ’I  hi’^  a tno^i 

of  tilK*^'f*<^K<nik’Jk  of  ]]igh<*ro4hKKit  ion. 

“Any  ■cuH^*;n(*>in.ii>4.  '\\ilio  ii|K»^i«sut^  <*f  |')j'<>(3nf’iti\4iy  <»r  <von- 

<c-#rn‘4^*»  US'  SA'^ly  to  'jwilh  (rfytk'kifn  h<* 

Irn'i*  of  tinarKv*  nvojv*  tJIian  of  cMltjraiion.  Il<‘  alwi  filioHy 

io  t»(*  tohl-  *an<!  tl.M»  anll^or  ha^  liw*n  ^vmffotjl^^l  t^iith  iJni»i  <har^j'ct 
hy  a ntmilK*?’  of  rojlc^^*  ptr^l«y<l^nl.^th«t  h<*  nmlc^nninin^r  th<» 
pjo;jr«m»;  for  raiMnir  fnrni*  for  lllli»,  It  i*  hc*M  tJ^at  a hiiwncwMnan 
«hoh<^ar><  ff^Wi  an  aca(|f‘mi<’n4an  that  <ol3c*r^^  o{irrato  int*fl3c’jf»rifly 
^iJl  i'rfn»r‘  to  o|K*n  hia  Yot  the*  <i»nly  an^^cr  enu  lie* 

that  in  Ihesa*  a.?**  in  oih«»tii,  afraiirnhrjan  mtiM 

u^ath  3k*  ftit‘U  it.  Many  ot41«*^  ptm<l<*nt.a  Imvc*  ootttpUin^tl 

of  inoffjf’jt'aaf’ic'iii  jn  a<lminii^rati<w  ano  f^rioin^  art* 

<r|iioto(|  in  t3ii»*3i>ok»  llK*y  can  alKdoontm*!  l?aal  inriliricncK^a  ptvvail 
in  all  |jov'mamt*nt*;,  <sh>r-ittional  iaa* 

*viitnti(na»v.  Ilarir  <lf*frn«c*  i^  inapoTtant  alwo,  llac*  ja^mliMr  fonaa  of 
{fovwanarnt  of  IHh,  fdatrvl  in  turn  to  ntol^lrnn^  of  t.r*niitv  an<l 
ara^innir  ftt^vlona, trrxla to  mluoc*  tin*  pioouct avii v of  II I h.  WitJi* 
can  icnutv*^  it  mi^rfit  3*c»  aomcwliai  mot«  «li<Bcn1t  for  ihifs;  writer 
to  «liMm*M  tlioae  a»i  he  tJient.  CVilJe^  aclminif4ratora 

^louhl  n«4,of  coufiNe,,  hJame  faculty  for  all  inr®caenf’ie*--a4mini»i‘ 
traiora,  j^litiriana,  laitv*auf*ratiii  i^Jiaie  the  hlawe.  Hut  it  im  my 
oon»;j<leml  opinion  that  the  lat^yeal  iT*j^t*^maihi1ity  on  facu)t>\ 
{•ynerally  mo».l  tt*3urtant  to  cut  4otvn  cm  waM<s  am!  mollify  cur* 
rifmla,toar3iin^3ioura,  an<I  tcacliin^r  nH^hcKl5*^. 

“In  my  micKiionnain*  to  hundroda  of  <vonomi»i^  likely  to  l*e 
hnow3«I^ahle  in  thia  held,  t found  a wi(|ef^ptead  irra*p  of  llie 
crvmoante  pmtdem«  of  ht^iher  eiducflticm.  Tliey  att»  aware  cif  the 
oo?4*^  <uf  e\oeii!*ive  cmitiMr^  and  imtall  claaKea;"of  wa^4ef«|  wm  of 
plant : of  the  heavy  imohcvl  in  leaching  Mudenta;  and 
of  the  relation  of  lefotin  to  their  own  eoonomie  Mattw.  Ydiey  an^ 
a1*o  aware  of  the  hloeka  plaoh<|  hy  faculty  in  the  way  of  neeiled 
advaneci  in  rmrictajum— a jKiint  treated  e]ot]uently  hy  Torjwn  in 
the  hick  mentionoil  eatlter.  Many  nf  ihe^  eccmomi?«ti  want  UmIi 
mote  )e(iute}*i  and  More  ^anallntwip!^  to  teach;  they  frecpiertly  prr 
p^ifiie  larjp*  daiHKea  h>r  avei^ipe  or  l^elow«a\era{re  Mmlenti^.  ainl 
*ihly  for  moj^  in  the  (lr>r  two  yeari^  hut  they  week  jrteater 
pei’ennal  cemtact  for  the  able  idudenia.  Many  aliwi  want  i^reater 
m*eof  vifsual  aids  fhoui;h  a minority  at'e  wkejitieal,  Thoti|jh  nioj^ 
of  thewe  few  hundred  economiwt/a  week  a more  efficient  ojieraiion, 
they  alji^  are  aware  of  the  dangerof  iteatinua  collepe  like  a IhikI* 
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iiefw.  l)o  not  allow  the  efficiency  expert  lo  lake  ovcrl’*  is  a frtspienl 
waminp. 

*|Tho  academic  vice  pivwdcnt  of  Tiilanc  UniveT>ily,  Fml  Cole, 
cMiinalcs  lhat  I wolve*mon<li  o|>emlion  wonld  pmvnlc  for  .VI  to 
7ti  p<’r  cent  nd<lilional  sindentft  willionl  a simiilicant  rise*  of 
capacity.  Another  exjwii  fonn<l  that  a viMr-ronnd  whwhile  forilic 
nalionV  IllK  wonM  incre.xHe  <leprws  liv  .Vs  \h*t  a»nt  a year,  pm* 
vide  jier  cent  mom  iiblniciioiial  fnedilies,  and  make  jmssihle  a 
.V)  |vr  cent  riw  of  family  Kil.irios,  At  the  Cniversily  of  IVnnsyh 
vaiha^  n motlemiration  uf  rmrimhini  and  f.nriliiic.s'inrr(*.aMMl  the 
capacily  for  en^nocrinir  htudeiits  hv  .Vt  |>er  rvnU  Thmiiph  .a 
lenpllieninpof  Inc  fi*dio<»ryear  .and  re<lnriion  of  diiplimiioii— 
laipely  ti<*ii<vnir.i?inprhmiiM!n'  in  llu*  iiKHlirnl  m*Ii<mi1s — I he 
Ilcmkuts  Mevlical  ScIkkiI  e\|Hvis  Ui  Rave  the  ^tlldenl-  two  yea  in, 
ami  utilise  the  capacity  murh  niomcn<viively.  Wesu.ni 

Ih^»ne  rniver>ily  ha^  al^fi  ex|ierimeiile<l  in  «ls  nt(^lie.al  m IkkiI 
to  avoid  duplication,  ^nc^ea^<>  inde|>emlent  work,  and  further 
inlepralion  of  stafT  and  mnterialK.  At  Kenyon  (>)llep»*  it  w;ts  esti* 
iuau*<l  iJuit  nn  incrwfiiwl  uhc  of  capacily  by  inervahinp  enrfilliuent 
hy  80  Would  reduce  the  awrape  deficit,  over  «*veni!  y<*ar.s  fmui 
$r>0/X)0  to  $iW,000  to  $32,0()0.  A widoiprwid  practice*  of  uppradiup 
teacJjera  collegets  to  lilientl  art  s or  even  to  complex  collepes  aly»  in* 
cma^  can.acity,  Hioupli  in  U>21  onlv  42  i>er  c<‘nl  of  the  10:»  nc« 
credite^I  depiee«pmniinp  leaclicrs  collepiea  o|M*mtcd  at  the  hac- 
calaumito  level,  hy  lO.V)  only  nS  per  cent  of  IHO  institutions  pri* 
tnarily  ]uvpare<l  icachens 

“In  a paper  lie  fore  the  Conference  on  ^foml  Standards  in 
September,  lO.VI,  President  Handier  of  Iowa  University,  one  of 
ibeloadinpwlueatora  in  ihecminjrj’,  had  some  pmfound  thinps  to 
say  nl>out  issues.  One  qiiejition  raise<l  hy  President  Handier 
is: 

^Miat  educational  pmpram  is  the  institution  qualified  txi 
offer?  The  question,  rarefiillyf  considered,  calls  for  nn  acmr- 
ate,  honest.,  mmplete  appraisal  of  the  insliliilion— its  staff, 
ila  facilities  its  iiiianoers  its  complete  resoiiives—to  delenuiiie 
whether  or  not  it  {Hissessei;  the  conqietence  and  quality  esscui- 
lial  for  the  mndiici  «»f  ihe  propram  or  pminrainH  which  it 
offiTK.  It  is  desipned  to  hrinp  institnf  ions  hark  to  a funriiomit 
iniep*ity  whidi  is  sadly  larkinp  in  our  system. 

Pfwideut  Honcher  comjdaina,  *‘Kew  institutions  hesitate  to 
nisli  into  new  and  presiimaidy  |>opular  pmpranis  which  they  wem 
not  orpaniKod  to  offer,  for  which  thev  }>ossess  no  specia!  ismqH’- 
tence^  and  for  whidt  Uie  demand  liaa  been  cmali^l  hy  them  rather 
than  by  the  public.  . . ” Institutions  without  the.  nsr)uisite  s**ieu- 
lists  or  resources  sliould  mP  apply  for  p»verninent  res«*arrh  con- 
tiweta  in  onler  to  attract,  staff  and  acquire  facilities.  Unrest  raiiuHl 
and  iininidlipent  coni|H^i!tion  rt^luccw  stnndanls,  and  huv  stand- 
anls  teml  to  drive  out  hipli  ones.  Another*  waste  lhat  President 
Handier  refers  to  is  that  of  recniitinp  new  students.  He  is  all  for 
expensive  recniitinp  in  on^r  to  save  iJie  able  hi  udents  who  art'  now 
left  ouh  Wiat  concerns  him  is  tlint  the  institution  . . actively 
intervenes  lo  affiyt-  the  choiit^  of  the  pros|S'clive  student  oh 
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f^nniinls  oIIkt  Mi:m  tin*  true  nliinitioiml  worth  Mini  nltnicMvo- 
ness  of  the  iiiMitiitioii.'*  Ifc  w:m(s  to  know  who! her  the  iiifonini- 
tioii  ffiveii  is  fnirnml  neenrato.  Arestutleiits  recniitetl  wlu>  in  their 
own  i)05t  intx*r(*Ms should  ol^-cwhcrc?  Ap|mmitly  there  are  even 
solieitors  who  !\*ceivo  a ooiniiiission  or  Imhiiis  on  the  basis  of  stu- 
dents si^ed  up  and  inatricnlnted.  I’he  expenditnn^  of  fumls  for 
the  diversion  of  students  from  one  institution  to  nnollier  can- 
not Ini^ly  bo  justified.” 

“Knrultios  nn^  disposed  to  expand  courses,  and  coiiiinitiueuts 
generally,  without  adequate  coiisidenition  of  the  costs.  Trustees 
»eelc  to  n^stmin  faculties  in  tlieir  quest  for  empire  Iniihliug.  In 
l)ctwecH  are  the  president  and  his  iunuediate  assisiauts  whose 
function  it  is  to  ixvoncile  the  faculty V emplinsis  on  e<lucational 
vahiosnnd  tliotnistoesVm])hasison  finnneo. 

**In  general,  the  devisions  an»  likely  to  revolve  around  how 
additional  resources  slir>uhl  be  s|>enl.  Neither  trustees  nor  faculty, 
nor  administration,  tend  to  examine  the  allocation  of  funds  in  the 
existing  biulgot.  Once  §i*^0,0(>0  is  albxatwl  to  paleontology,  or 
$1  million  to  intercollegiate  athletics,  those  outlays  are  sacred, 
aiul  no  cut  is  likely  except  in  the  midst  of  a great  dcjjrossion. 
Kvou  hudgi't  officers  of  state  governments  tend  to  accejvt  pa.st 
budgets  and  only  raise  fpiostions  concerning  additional  funds 
reqnestwl.  In  a ednforenco  of  Western  .stales,  the  j>oint  was  made 
that  l)ndgetar\’  roooydnre  is  nn^itisfactor>%  Ixvaiise  no  genuine 
at  tcunpt  is  made  io  examine  exist  iiig  budgets  to  discover  (ho  pos.^i- 
bilities  of  cuts  on  pa-*t  budgets. 

*‘It  is  n^^"  even  clc.ir  that  the  nllorntion  of  additional  funds 
is  ^nerally  the  optincini.  Having  npprised  themselves  of  the 
objectives,  the  authorities  ebon  may  linve  to  decide  l»ow  to  spend 
an  additional  million  dollni.-  of  income  (say)  cxpectexl  per  year 
in  the  no,xt  few  yoat^  Unle.ss  a capital  outlay  is  selected,  they  can 
be  reasonably  certain  they  are  assuming  a relatively  tixeil  and 
recurring  charge.  Then  (hey  have  to  decide  whether  the  million 
dollars  is  to  bo  put  into  one  prrqect^  say  general  education,  or  a 
(hree-year  capital  budget  to  renovate  classrooms  or  build  new 
donnitories,  or  whrihor  the  funds  atv  to  lie  nllocatod  over  s(»vonil 
enter|)risc5S  with  the  objective  of  allocating  dollars  where  they 
yield  the  largest  rctnnis.  Without  a nrofit  mcasu^  the  retunw 
unfortunately  are  not  easily  moasnrMi.  Will  ?1  million  yielding 
$50,000  a year  provide  a larger  pnfxluct  if  invcste<l  in  three  first- 
class  lecturers  >n  Englisli  or  in  five  goo<l  (ntors— on  the  assump- 
tion limt  Englisli  instruction  netnls  to  be  improvwl— or  in  a 
chemical  laboratory,  an  area  in  which  the  college  is  already  dis- 
tingiiislied  ? The  president  or  dean  is  subject  to  all  kimls  of 
presfiun'S  for  expansion  or  im|>rovement  of  quality,  and  in  pm- 
paring  his  hndget  he  necessarily  uxdghs  one  project  afpunst 
another.  Ho  will  also  have  to  up  priorities  nnd  to  Mimate 
costs  of  altemntlvo  paths  lowiml  achieving  n particular  ohjc'ctive. 

“Among  Uie  issnea  that  slionid  l>o  studied  with  great  care  are 
the  mtio  of  stiidenU  to  faculty  and  the  improved  use  of  physical 
facilitJes,  There  is  nothing  sacred  about  the  ratio  of  fourti.HMi 
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students  tn  one  member  of  Mie  faculty.  This  ratio  can  l>e  chanfjfcd 
by  reducing  the  numl)er  of  coui'se?  orl)V  alternating  tbciu,  thereby 
making  it  possible  to  increase  the  size  of  classes,  Xor  lias  study 
after  study  shown  that  there  is  anything  saci*e«d  a1>ont  a section 
of  25 : they  have  shown  that  a lecture  to  100  by  a good  lect  urer 
can  produce  much  better  re^^ults  than  four  sectfons  of  25,  Indeed 
very  small  groups,  say,  tutorial  groups,  may  be  a very  elfective 
form  of  instruction,  though  exponaive.  Such  groups  do  stimulate 
studcJits  to  think,  to  write,  to  stand  up  in  argnnieut,  o.trcring  them 
an  opportunity  to  confront  diflicnlt  prudeins.  But  the  idea  that 
teaching  a class  of  several  hundred  is  not  clToctive  when  properly 
done  has  not  l>ecn  supported  by  nnmoi’ous  controlled  experiments. 
In  other  words,  there  is  much  folklore  in  the  matter  of  the  size  of 
classes,  as  wel!  as  in  the  number  of  classes.  Though  he  oversimpli- 
fies the  problem,  there  is  much  truth  in  Rumrs  suggestion  tliat 
the  way  to  get  salaries  r.j)  is  to  double  the  size  of  classes  and 
reduce  the  total  number  of  classes, 

“Another  trend  in  higher  education  has  lucn  the  tendency  to 
introduce  a larger  proportion  of  what  might  he  called  none.ssen- 
tial  elements  of  higher  education  into  the  educational  pmduct. 
In  r)ther  words,  a “college  education'’  contains  less  of  what  wc 
generally  lyfer  to  as  education  and  contains  much  more  of  the 
joint  product — medicine,  employment  aid,  college  athletics, 
donuitorj'  faciliticsS,  food,  rcci*ontional  facilities,  and  the  like.  The 
result  is  a much  higher  cost  for  education  than  would  otherwise 
be  necessary.  For  many  institutions  and  families  this  docs  not 
involve  a gn>at  burden  and  makes  education  more  appealing  and 
perhaps  more  elTective,  But  as  costs  rise  and  financial  problems 
nocome  more  serious,  we  should  Iwconie  more  conscious  of  these 
mixed  elements  in  our  educational  bill  of  faro.  With  the  develop- 
ment of  the  junior  college  and  the  tendency  for  enrollment  to  rise 
in  the  large  metropolitan  areas  where  the  population  tends  to 
grow,  the  importance  of  these  additional  si^rvices  is  likely  to  de- 
cline and  to  that  extent  the  financial  problems  will  become  less 
serious.” 

I.  DKFiciKxriKs  or  Aomissiox  Poucks 

It  is  a striking  fact  that  only  about  one-half  of  those  wlio  enter 
HIE  over  graduate.  For  students  who  go  to  Junior  Colleges  the 
attrition  is  much  greater.  Hence  strong  voices  are  being  heard  on  the 
inadequacies  of  admission  policy.  One  export  suggo.sts  the  following 
rhange.s;^^ 

1,  A return  to  more  rigid  curriculum  roquiromonts — a means 
of  olimiuat ijig those  without  adequate  propanition ; 

2.  .\s\  end  to  early  admission  and  rolling  admissions; 

fi.  Widespread  adoption  of  preliminary  screening  of  applica- 
tions—involving  doulde  decision  making  on  many  applicants; 

*},  >fechanistic  control  of  the  college  admission  process — re- 
quiring a clearing-house  approach; 

5,  Earlier  and  earlier  communication,  with  earlier  decisions. 


O.  U.  Urtue^rtl.  ‘'Km'  U>  roU»‘c»‘  Cnttruf  Wotin?  ffevirw*.  Wliu*'r. 

IPSa.  p|i,  S-11,  Thr  nbitttOM  In  admlRtton  policy  arc  well  prt  in  (he  Htntcmoiit  by  Prnfmior 
nanchcr. 
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President  Newsom  of  New  York  University  wants  to  know  wliy 
some  college  students  with  an  I.Q.  of  less  than  110  have  great  difficulties 
with  college  work;  why,  in  11  New  York  institutions,  45  percent  of 
entering  students  with  I.Q,s  less  than  110  intended  to  take  4-year  col- 
lege courses.  A survey  of  1957  showed  that  one-tliird  of  those  inter- 
ested in  higlier  education  liad  an  I.Q.  of  less  tlian  llO.'*^ 

J.  Independent  Wokk  and  Assistants 

Independent  work  by  students  saves  resources  and  improves  tlie 
educational  product.  A greater  use  of  assistants  is  also  saving  of  re- 
sources and  contributes  to  the  training  of  teacliers.  But  tliese  institu- 
tions can  be  abused.  Let  mo  quote  three  paragraphs  from  my  book.^^ 

“A  word  should  be  added  on  the  problems  of  independent  work 
and  assistants.  All  kinds  of  attempts  have  been  made  to  stress 
independent  work,  that  is,  focusing  on  learning  as  against  tcacli- 
ing.  In  some  kinds  of  independent  work,  e.g.  lionors  work,  tlie 
cost  of  instruction  per  student  may  bo  increased  rather  tlian  re- 
duced. From  miineroiis  experiments  it  is  concluded  tliat  i n depend - 
end  work  will  prove  a failure  unless  prejiaration  is  made  for  it, 
that  it  tends  to  be  more  productive  if  started  in  the  freshman 
year  and  continued  througliont.  On  the  wliole,  putting  a student 
on  liis  own  for  a whole  semester  without  any  preparation  or  guid- 
ance is  likely  to  be  disastrous,  deducing  cla.sses  from  three  to  two 
per  ^yoek  or  putting  aside  a few  weeks  each  semester  (the  Harvard 
reading  period)  for  independent  work  seems  to  bring  better  re- 
suits than  a long  spell  of  independent  work.  Yet  the  largest  econ- 
omies are  to  be  liacl  by  sending  the  student  away  for  one  quarter, 
thus  througli  a four-quarter  .system  doubling  the  capacity  of  the 
plant  (tlioOberlin  plan).  Careful  preparation  and  guidance  (e.g., 
abroad)  may  yield  a successful  quarter-away  plan. 

‘‘In  my  experience  as  a tutor  for  forty  years  I found  this  work 
rewarding  and  most  productive  for  the  .students’  development, 
though  very  costly  to  the  tutor.  Presently  I am  giving  a seminar 
to  10  freshmen  on  public  policy.  Each  student  meets  with  me  and 
a colleague  at  lunch  once  weekly  and  ultimately  writes  two  papers 
based  on  source  materials.  This  is  one  of  my  most  satisfying  teach- 
ing e.xperionces  in  over  forty  years  of  teaching,  but  it  is  not  saving 
of  time  or  resources. 

“Use  of  assistants  may  be  very  productive.  It  is  uneconomic  for 
a $20,000,  or  even  a $10,000,  faculty  member  to  grade  papers,  take 
attendance,  go  over  readings  with  students,  or  supervise  labora- 
tory work.  The  large  universities  tend  to  utilize  graduate  .students 
ofTectively  for  this  purpose.  I once  estimated  that  15  to  20  per- 
cent of  tlie  classroom  liours  at  Harvard  (arts  and  science)  is  done 
by  teaching  fellows  (gjraduate  students) , generally  with  two  years 
of  graduate  work  behind  them.  Wliere  graduate  students  are  not 
available,  good  results  can  be  obtained  with  uuv^  cvgradiiates  if  the 
position  is  given  prestige  and  their  contribution  is  well  inte- 
grated— as  the  Williams  experience  showed.” 


Sm  The  2fcxo  York  Univereity  Self-Study:  Final  Report,  1050,  p.  18. 
«Op.  cU.,  pp.  544-45. 
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K.  COVEFJVGE  OF  OUTLAYS  ON  ORGANIZED  RESEARCH 

By  1966,  IHE  expended  $2,830  million  on  research  and  development. 
For  years,  the  management  of  IHE  have  complained  of  the  burdens 
put  upon  their  institutions  because  the  Federal  Government  pays  only 
part  of  the  overhead  involved.  As  long  ago  as  1955,  President  Furnas 
noted  that  of  $500  million  made  available  for  organized  research,  the 
IHE  contributes  $95  million  of  their  own  funds.  He  pointed  out  that 
even  the  Armed  Services  pay  out  but  63  percent  of  direct  salaries  as 
wages  instead  of  actual  costs  of  82  percent.  The  NHS  paid  only  15 
percent  of  salaries  to  cover  overhead  as  compared  to  actual  costs  of 
50  percent.  They  do  not  seem  to  have  been  treated  as  well  as  industry. 
With  4 billions  of  expenditures  for  organized  research  estimated  as 
needed  by  1976-77  by  the  Carnegie  Commission,  adequate  financing 
for  overhead  should  make  a difference  of  a few  hundred  millions.'*'* 


12.  SUGGESTIONS  FOR  INCREASING  PRODUCTIVITY, 
CUTTING  COSTS  AND  RAISING  REVENUE 

A,  Costs  and  Absence  of  Market  Guides 

In  the  preceding  discussion,  I have  pointed  to  deficiencies  in  man- 
agement. I have  also  quoted  the  views  of  outstanding  college  adminis- 
trators on  the  failures  in  administration.  These  points  are  documented 
at  length  in  my  Uigher  Education:  Resources  and  Finance, 

But  one  should  not  go  too  far  in  this  direction.  The  large  business 
corporations  also  duplicate  services  and  indulge  in  other  wasteful  prac- 
tices. Faculty  determination  to  participate  in,  if  not  control,  manage- 
ment; tlie  impact  of  academic  ficedom  and  tenure;  the  unavailability 
of  the  market  test  for  non-profit  organizations~all  of  these  neces- 
sarily contribute  to  the  high  costs  andloAv;  productivity.  The  blame  lies 
more  on  the  system  than  on  the  men  who  operate  it. 

In  thb  preceding  discussion,  I have  adumbrated  at  possible  improve- 
ments. Perhaps  one  of  the  most  important  attacks  is  a greater  interest 
in  costs.  Anyone  who  raises  the  issue  of  costs  at  a faculty  meeting  is 
likely  to  be  silenced  by  those  who  insist  what  matters  is  educational 
policy,  not  the  dollar  sign.  But  just  because  the  tests  of  the  market  are 
not  available,  it  is  not  unimportant  to  scrutinize  costs. 

Unfortunately,  discovering  costs  in  higher  education  is  replete  with 
difficulties.  A faculty  member  teaches  undergr'*duates  and  graduates, 
paiticipates  in  administration  and  research  and  provides  services  to 
the  public  or  government.  The  product  is  joint.  It  is  not  easy  then  to 
discover  the  cost  of  a course  (say)  in  faculty^  time  and  dollars.  But 
increasingly  the  authorities  examine  costs.  Business  is  also  confronted 
with  problems  of  joint  costs.  They  do  not,  therefore,  give  up  the  hunt 
for  costs.  Oddly  enough  the  best,  studies  of  costs  have  come  from  med- 
ical schools.^® 


**  Seo  Q.  F.  Baughman,  Formula  for  Determining  Indirect  Cost  In  Research,  College  and 
University  Business^  March,  1001,  ip.  82-34;  Bureau  of  the  Budget  Circular  No.  A 8J, 
Revised,  January  7,  1967;  and  Various  Recommendations  In  Circular  A-21. 

« S.  B.  Harris,  op.  cit,  pp.  502-03. 
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‘‘Cost  analysis,  no  matter  wliat  system  is  used,  is  not  an  exact 
science,  but  ratlier  like  medicine,  an  art  based  upon  a science.  It 
is  an  art  in  the  same  sense  that  judgment  is  an  important  part  of 
the  process.  Judgment  must  be  used  in  such  matters  as  determin- 
ing how  to  distribute  each  overhead  cost  most  equitably  and 
develop  the  best  estimates  for  the  distnbiition  of  personnel  time, 
determining  wliere  tlie  exceptions  to  the  established  rules  arc 
justified,  or  perhaps  in  considering  the  relationship  of  the  purpose 
of  an  expenditure  to  the  method  of  distribution.  Obviously,  these 
judgments  must  be  based  upon  a familiarity  with  the  general 
philosophj^'  of  the  enterprise  under  study.  These  judgments  should 
be  supported  by  reason,  and  reason,  of  course,  is  frequently 
debatable.” 

A xNorth western  University  study  concluded : 

“Educational  administrators  have  been  chosen  largely  from 
the  field  of  scholars  and  they  have  not  been  trained  in  the  eco- 
nomic understanding  of  their  assignments.  The  correlation  of 
the  myriad  activities  in  an  institution  must  be  doubly  watched 
when  a change  of  educational  authority  is  in  process.  Scholars 
rarely  approach  an  administrative  apimintment  in  education  with 
an  understanding  of  the  intricacies  of  fund  accounting,  educa- 
tional costs,  budget  control,  centralized  ]nu*chasing,  and  invest- 
ment management.  As  a result,  good  business  management  is 
evident  in  successful  institutions  and  weak  business  management 
have  foredoomed  many  colleges  to  extinction.  It  is  a rigorous 
assigiunent,  for  men  in  these  business  positions  are  supposed  to  be 
wise  enough  in  education  to  win  the  confidence  of  the  educator  and 
sufficiently  proficient  in  executive  management  to  meet  the  test  of 
trustees  who  are  successful  in  business  management.” 

One  must  be  careful  not  to  put  too  much  into  cost  studies.  The  high 
cost  course  may  be  a more  valuable  experience  and  despite  the  high 
costs  may  bo  a justifiable  part  of  the  curriculum  against  another  course 
with  costs  half  as  large  per  student.  There  is  the  danger  of  allocating 
X dollars  per  student  to  each  institution  in  a state,  thus  bringing  them 
all  to  an  equally  mediocre  level, 

B.  IlVtPROVEMENTS  BaSED  OX  EaRLIER  DiSCUSSIONS 

Our  earlier  discussion  points  to  numerous  measures  that  may  be 
helpful : less  interference  by  faculty  in  administration  and  especially 
in  financial  control  which  is  reseived  for  governing  boards;  profes- 
sional help  for  investment  policies,  especially  for  the  smaller  insti- 
tutions, and  greater  exploitation  of  equity  markets ; increased  recourse 
to  student  aid  as  a means  of  providing  many  times  as  much  tuition 
without  changing  the  structure  of  the  student  body  in  favor  of  the 
more  affluent  and  less  able;  greater  recourse  to  annual  giving ; bringing 
down  costs  to  students  by  economizing  on  auxiliary  services,  the  cost 
of  which  in  10  years  may  rise  to  $5  billion  a year : more  caution  in  seek- 
ing and  accepting  endowed  chairs  ...  a chair  that  cost  $20,000  one 
hunrtred  twenty-live  years  ago  now  needs  $600,000  to  finance  it  and  in 
50  years  may  require $5-$G  million. 
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C.  CoOPER^VnON 


Largo  Sixvings  are  possible  \vitli  increased  cooperation  of  between 
institutions.  In  recent  j^ears.  a number  of  cooperative  ventures  have 
been  introduced.  Among  tlie  interesting  experiments  at  cutting  down 
duplication  and  increasing  cooperation  have  been  the  10  colleges  in- 
cluded in  the  Associated  College  of  the  Midwest,  and  the  new  college 
in  the  Berkshire.s,  leaning  on  the  resources  of  4 neighboring  colleges. 
In  the  library  area  especially  is  cooperation  necessaiy.  From  19.59-00 
to  190o-60,  the  number  of  volumes  in  libraries  of  colleges  and  univer- 
sities increased  from  176,000,000  to  205,000,000,  or  about  50  percent  in 
G years.  The  increase  of  operCvting  expenditures  was  from.  $137  million 
to  $320  million.  It  is  not  surprising  then  that  some  large  libraries  are 
cooperating  by  dividing  responsibilities  among  libraries  by  fields,  thus 
cutting  down  purchasing  costs. 

Ooo{:)eratioii  could  go  much  further.  A comparison  of  the  10  States 
with  highest  expenditures  per  member  of  the  college  age  population 
and  the  10  with  the  lowest  expenditures  is  revealing.  Of  the  10  with  the 
largest  outlays,  Arizona,  Colorado,  Montana,  Nevada,  North  Dakota, 
and  Utali  are  included.  These  6 States  are  small  States.  Thay  averaged 
less  than  one  million  population  in  19G7.  Thus  costs  arc  high  because 
for  many  educational  functions  the  States  are  too  small  to  operate 
efficiently.  To  some  extent,  the  Rocky  Mountain  States  have  dealt  with 
this  problem.  For  example,  they  have  cooperated  in  the  medical  educa- 
tion field. 

Compacts  along  these  lines  are  now  found  in  the  South  and  New 
England  also.  The  IG  Southern  States,  for  example,  concerned  over 
rising  costs,  arranged  for  students  in  profeasional  schools  to  move  to 
areas  of  excess  capacity  from  schools  where  space  is  inadequate.  The 
Board  ‘Svas  to  serve  as  a clearinghouse  for  information  about  higher 
education  . . . provide  continuous  assessment  of  the  needs  of  liiglier 
education  in  the  region  and  make  plans  to  meet  them.  . . 


In  my  discussion  of  the  problem  of  location  of  ne’>v  IHE  I was 
critical  of  the  lack  of  sensible  planning.  To  give  but  one  example  here. 
In  Massachusetts,  Metropolitan  Boston,  with  half  the  Statens  popula- 
tion, includes  6 of  its  7 law  schools,  all  3 of  its  medical  schools,  both 
its  dental  schools,  and  9 of  its  13  graduate  schools. 

In  Massachusetts,  Uie  ratio  of  enrollment  to  population  varies  from 
4.5  (Hampshire  County  with  4 substantial  IHE)  to  2.7  (Suffolk,  the 
Boston  area)  and  0.2  for  Essex  and  Plymouth.  The  index  for  New 
York  City  is  2.9;  for  Baltimore  only  0.9. 

In  general,  the  poor  States  seem  to  have  an  excess  of  law  schools 
which  often  operate  at  50-G0  percent  of  capacity  though  in  rich  States 
80-85  percent  of  capacity  may  be  used.  Ph.D.  programs  are  costly  and 
therefore  increased  costs  of  travel  may  be  the  way  out.  Medical 
Schools  in  places  with  population  of  less  than  two  millions  may  be 
unwise.  , 


« S.  E.  mnis,  op,  cit„  pp.352,  597 
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In  some  States,  e.g.  Califovnia,  a coordinating  board  contributes 
to  improved  allocation  of  funds  and  facilities.  But  in  many  states, 
provision  of  additional  space  is  not  closely  related  to  needs.  Overall 
planning  is  far  from  adequate.  It  is  necessary  to  consider  the  overall 
objectives  of  an  institution,  the  integration  of  finance  and  educational 
objectives,  and  the  i*elation  of  the  institution  to  the  comifiex  of  higher 
education. 

Heneinan,  a partner  in  the  fii*m  of  Cresap,  McCormick  and  Paget, 
raises  some  interesting  problems  of  planiiing.^^  This  particular  firm 
has  done  a great  deal  of  work  of  an  advisory  nature  for  colleges  and 
universities.  Heneman  says  that  colleges  should  be  able  to  assure  poten- 
tial donors  (1)  that  the  objectives  of  the  institution  have  been  exam- 
ined realistically,  (2)  that  the  curriculum  has  been  tailored  to  serve 
these  objectives  and  the  faculty  is  bein^  used  effectively,  (3)  that  pro- 
liferation of  course  offerings  which  add  substantially  to  instructional 
expense  is  being  curbed,  (4)  that  over-all  enrollment  objectives  have 
been  fixed,  (5)  tliat  enrollments  by  school  and  college  are  projected  for 
each  year  to  1970  with  provision  for  annual  revisions,  (6)  that  the 
intensity  of  use  of  present  classrooms  and  laboratories  is  known  as  a 
result  of  a study  of  student  station  (i.e.,  seats)  utilization,  (7)  that 
new  building  needs  have  been  determined  on  the  basis  of  equating 
present  and  later  use  of  existing  facilities  with  enrollment  projections, 
(8)  that  priorities  on  new  buildings  have  been  established  both  on  the 
basis  of  kind  and  date  when  buildings  will  be  availablcj  (9)  that 
requirements  for  capital  funds  have  been  made  on  the  basis  of  these 
estimates  of  building  and  enrollment,  (10)  that  operating-fund  re- 
quirements have  been  projected,  (11)^  that  projections  of  income  have 
been  made  in  order  to  determine  various  financial  arrangements,  and 
(1^  that  present  funds  are  being  used  effectively. 

With  limited  resources,  the  college  may  restrict  e^irollment,  intro- 
duce economies  or  deteriorate  its  product.  As  I hn.ve  stnted  in  my 
recent  book : 

“Resources  are  limited,  and  no  college  administrator  can  be 
allowed  to  forget  this.  The  prestige  colleges  are  inclined  to  stress 
the  need  of  turning  out  a first-class  student.  Hence,  with  limited 
resources,  they  tend  to  restrict  enrollment  and  generally  refuse  to 
assume  responsibility  for  contributing  toward  finding  space  for 
the  increased  student  body  of  the  next  10  to  20  years.  Where  a 
first-class  institution  incurs  a deficit  of  (say)  $1,500  per  additional 
student  on  operating  expenses  and  would  require  approximately 
$1,000  to  $1,500  per  additional  student  for  housing  and  academic 
plant,  and  would  have  to  spread  endowment  over  a larger  number 
of  students  and  hence  the  endowment  contribution  per  student 
would  be  reduced  (say)  one-quarter,  the  governing  board  may 
refrain  from  accepting  more  students.  That  would  clearly  be  its 
position  unless  the  authorities  can  raise  large  additional  resources, 
or  introduce  substantial  economies — e.g.,  large  classes,  improved 
use  of  plant— or  if  they  are  prepared  to  accept  some  cut  in  quality 
in  exchange  for  large  numbers.  A product  rated  at  100  may,  for 
example,  be  deteriorated  to  90  with  a rise  of  enrollment  of  25  per 

H.  .T.  Heneman,  “Planning  Comes  First : Fund  Raising  Follows.”  College  and  Utiiversity 
Business,  1958>  pp.  23-24. 
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cc*nL  I}^  llio  ccr^itriliuf  ion  of  lln»  if  I he  qiinlitv  of  iinwl* 

net  i?^  rc(liicc<l  hy  !0  |x*r  reni  nnd  its  ntinil>crK  rftiHc<niy  2Ji  [kt 

WJit? 

^‘A  oollcfre  confn>nt4Nl  with  iHsiioKfif  this  kind,  tinnl>h  ohf  uin 
addilionni  rcNosirces  from  jMvcmnipnf  or  phibiiflii'o,  , 
concoirnhiy  inervane  itfti  ftiidon  Hiilislantially.  Hut  this  i im*.s  ktI- 
ous  problems,  dbcti/>NEHi  clmwherc.  A priviUc  IHL  may  (hen,  as 
au^ri^lcd  above^  riwlrict  mimWrHt  A public  IHL  illicit  a1s*i  rv- 
slrici  tiiimlK*r^  but  (bore  are  ^mliticnl  diniciiIfieH  here,  unless  nl- 
temnfivo  institutions  ore  provided.  On  the  assumption  of  inade* 
qtinfe  resources  and  continued  rise  of  demand,  the  way  nut  for  the 

IMihlic  Iin^  may  well  be  a ;^neral  deterioration  of  die  pnshict. 
hit  prefemblc  would  be  two  ditTcrentia(c<l  products,  ossii;[^s(e<l 
ftliovc— one  for  the  top  25  [wreentand  the  other  for  the  remaining 
75  |)er  cent*^ 

E.  OmMUM  Sl7.K 

“It  is  ^nerally  known  (hat  costs  jier  unit  vary  with  size.  In 
piieral  tlio  larger  the  size,  the  smaller  the  unit  cost;  but  this  is 
likely  to  l>e  true  only  up  to  a certain  level. 

“A  1957  study  of  California  higher  education  raised  some  rele- 
vant problems, 

“AVitli  no  attempt  nt  this  t imo  to  .s|>ocify  optimum  sizes  for 
particular  depart  incuts,  colleges  or  schools,  it  may  .safely  he 
assumed  vhat  a minimum  of  2,(KK)  .students  is  sufTicieiit  to 
operate  an  undergraduate  program  of  university  cnlihrc,  serv- 
ing primarily  to  prcp.arc  .student.s  for  graduate  work  and 
professional  training, 

“In  an  earlier  study,  the  exports  opposed  a college  enrolling 
more  than  5,000.  Enlargements  of  administration,  plant,  etc.,  are 
likely  to  be. costly  that  one  may  as  well  start  a new  unit.  Hv  I960, 
the  master  plan  in  California*  supi>orted  optimum  enrollments 
in  state  colleges  of  8,000  to  10,000  and  a maximum  of  12,000  to 
20,000.^* 

“It  may  further  bo  assumed  that  enrollment  of  10,000  fnll- 
timo  stiiaents  is  sufTicient  for  a campus  with  full-scale  uni- 
versity functions,  including  tho.so  of  unlimited  graduate  re- 
search in  education  towara  professions  (charactori.stic  func- 
tion which  the  university  emphasizes).  On  the  other  hand,  it 
can  bo  assumed  that  a full-time  enrollment  on  n single  exist- 
ing campus  of  the  University  of  California  that  substantially 
e.xceeds  25,000  students  would  tax  campus  facilities  to  a point 
of  requiring  expansion  of  a magnitude  equal  to  that  of  c.stab- 
lishiiig  a new  campus, 

“In  support  of  this  assumption,  a study  committee  composed  of 
faculty  ni.mbors  of  various  campuses  of  the  university  pointed 
out: 

. . . that  there  are  important  qualifications  ns  to  the  nnml}cr 
of  courses  that  may  bo  dropped  from  a university  curriculum ; 


^CnllforaiA  Stnte  Departmont  of  Ednentton.  Tho  Studu  of  fho  Keed  for  /IddUlonol 
Center§  of  PuMlo  Ifightr  KduooUon  In  Onll/omla.  1057,  np.  83-S4 : Ibid.,  A Rtport  of  a 
Survev  oftho  Tfetdo  of  Coll/omlo  In  Uightr  Kdnoollon,  104 8^  p.  10 ; and  Ibid.,  A Matter 
Plan  for  nipbfr  Kducollon  In  California.  1000-75,  p.  13. 
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tlml  thon^  nn*  limits  to  the  expansion  (»f  einss  si/.es  and  room 
utilization:  that  growth  in  size  ran  rc'snlt  in  ^nuvUi  in  eoin- 
])lexity  to  the  extent  that-  the  projx'r  fuiirtioninjr  of  a eumpns 
IS  hani|K*rc(1;  Mint  in  time  physieal  limitations  l>0(*()me  mi- 
rial:  and  that  ‘when  a campus  ^rows  lieyond  a certain 
noint,  sheer  size  jirodiices  a nnnil)er  of  psychological  pi’oh- 
lenis,’  which  it  is  su^rtrested  afTocr  the  ‘process  of  edncational 
and  social  jrrowth.’  Further  repardinp:  this  assumption,  it 
is  obscrvaWo  that  expansion  to  provide  for  enrollment  of 
more  than  half  a^ain  the  pivsent  niimher  of  students  will 
almost  snivly  require-  snhstantially  more  pronnd  for  addi- 
tional hnildinps  and  necessary  facilities.’’ 

In  the  Into  1950’s  Marlhoro  Collejro  in  Vermont  had  10  vtndonts.  I 
was  assured  that  once  enrollment  rose  to  100  the  colleire  would  he  in 
the  hlack.  Hnt  the  toll  on  educational  product  for  snch  a small  TITR 
is  prent.  The  cnrricnhim  is  seriously  limited  and  even  a larger  college, 
and  a )orood  one,  Bard,  had  to  offer  some  courses  only  once  in  4 years. 

President  ITerinaii  Wells  of  Indiana  warned  of  the  dmipei*s  of  new 
r.IT.E.  with  small  cn  ml  linen  t.  I i*eeall  that  many  of  the  new  I.TT.E. 
that  I studied  were  altogether  too  small. 

PresideiitWolls  ^yrote : 

“They  [new  institutions]  would  offer  none  of  the  opportunities 
for  the  econoinie^s  of  scale  that  must  he  sought  in  operating  hml"- 
ots.  On  the  capital  side  they  would  he  enormously  costly.  They 
would  tend  to  accelerate  the  rise  in  the  college-attendance  ratio 
and  to  lower  average  national  admissions  standards  at  ]>reoisely 
the  time  when  moderate  adjustments  in  the  opposite  dimetion  are 
indicated,  and  they  would  offer  a smaller  promise  of  era  ins  in 
fiicnlty  productivity  than  exists  in  the  established  institutions.” 
"WHien  excess  capacity  prevails  there  is  a case  for  inci-eased  enroll- 
ment. Tlnrs  the  President  of  Johns  Hopkins  w'onld  admit  from  75 
to  100  more  students  without  additional  cost,  and  Oberlin  bad  under 
consideration  a program  under  ^Yh^ch  a 4 quarter  S3^stem  would  in- 
clude one  quarter  for  vacation  and  one  quarter  away  on  academic 
^York.  The  college  would  then  double  its  capacity.  The  President  of 
Case  Institute  informed  mo  that  a rise  of  enrollment  from  1,200  to 
1,500  w^oukl  be  an  economical  move  as  unit  costs  declined.  A gen- 
eration ago  Reeves  estimated  that  a college  of  *300  would  cost  50  per- 
cent more  per  student  than  a college  with  850  .students.  Spokesmen 
for  colleges  with  enrollment  averaging  300  admitted  that  a rise  of 
enrollment  by  100  would  put  many  in  the  black. 

At  New  York  University,  witli  record  enrollments,  the  dangers  of 
rising  enrollment  w^ere  nevertheless  noted : 

“Perhaps  the  best  plan  for  New  York  University  is  an  elastic 
one  that  sets  up  standards  in  terms  not  only^  of  the  product  of 
Metropolitan  high  schools,  but  also  of  the  ability  of  the  Univer- 
sity^ financially  to  support  its  programs.  There  is  a dimin'isliing 
return  to  great  size.  At  one  point  the  larger  student  body  will 
call  for  new  physical  facilities  and  perhaps  for  a quality  of  staff 
that  is  rare  and  expensive.  . . . Here  it  is  not  necessary  to  freeze 
enix)l]ment  at  either  a high  or  a low  point  with  respect  to^  any 
division  within  Now  York  University,  but  rather  to  decide  limits 
in  tenns  of  the  facilities  and  staff  tliat  may  be  secured  . . .” 


O 

ERIC 


501 


503 


It  is  not  ftUva.vs  easy  to  tio  the  size  of  an  institution  to  its  costs.  ^Hiis 
is  shown  in  tho  following  table.  It  might  ho  expected  that  universities 
with  avcrapc  enrollment  of  8,544  would  liavo  much  lower  unit  costs 
than  liberal  arts  colleges  with  073  students  oil  the  average.  The  greater 
size  undoubtedly  make.s  for  lower  unit  costs;  but  tho  expensive  cur- 
ricula in  the  universities,  e.g.  graduate  work,  more  than  offsets  this. 
Tho  low  unit  costs  (and  small  size)  of  theological  schools  is  ex- 
plained by  low  faculty  salaries  and  low  plant  costs.  Similar  consid- 
erations explain  low  unit  costs  of  the  juiiiov  college,  which  also  ai*e 
small.  Tlie  ])i‘ofe.ssioiial  schools  are  small  and  ye‘t  have  high  unit  costs. 
Tho  explanation  is  cx2>onsive  inst motion  as  well  as  small  ninnl>ers. 

Average  enroUmenl  and  expenditures  per  resident  sludcnlt  1956 


Expcndl 

Enrollment  turcs 


UnivenUy 

Liberal  

Teachers"  college.. 

Theological 

Other  professions. 
Junior  lOoUcgo 


8,554 

$1,334 

073 

699 

1.202 

725 

1,259 

698 

483 

1,538 

668 

469 

Source;  From  Office  of  Edacotion  PiiMfcoHoiu. 

F.  Excess  Capacity 

With  plant  additions  rising  to  $3  billion  yearly  the  case  for  improved 
use  of  plant  is  strong  indeed. 

‘‘Plant  use  is  much  less  oflicient  than  it  might  be.  Resistance  of 
students  and  faculty  to  afternoon  and  SatnrcTay  classes  is  one  mi- 
portant  cause  of  waste.  But  tho  responsibility  lies  in  part  with 
administration  also.  They  have  shown  little  interest  in  studying 
the  utilization  of  plant. 

“Returns  to  a questionnaire  on  new  IHL  or  new  schools  also 
reveal  tliat  tho  oj^ening  of  these  institutions  or  .schools  and  their 
locations  were  often  not  subjects  of  adequate  and  careful  exami- 
nation. An  over-all  survey  of  professional  schools  also  points  to 
bad  distribution.  Large  economies  might  be  had  by  grwvtei-  cen- 
tralization of  schools  with  high  unit  costs,  combined  with  traiis- 
jjortati  on  subsidies  for  students. 

“In  the  liglit  of  the  fact  that  total  capital  costs  on  existing 
plant  are  approaching  $3  billion  per  year,  an  improved  use^  of 
plant  through  increased  access  in  unpopular  hours,  through  Im- 
proved matching  of  size  of  class  and  enrollment,  through  central 
control  of  assignment  of  space,  through  longer  school  year, 
through  more  considered  estahlishment  of  new  units  and  location 
on  improved  theories  of  location — through  these  and  other  means, 
savings  as  large  as  $1  billion  a year  by  1970  are  within  the  realm 
of  the  possible.” 

President  Millett  had  tliis  to  say  about  use  of  space.^‘° 


S.  E.  Harris,  0|j.  ctt„  piiBslin. 

“J  D.  Mlllctt.  “Colleges  Can  and  Must  Bo  More  Efficient.’*  College  Admissionst  May. 
1068.  p.  5G. 
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. a resident  tninpus  ought  to  set  a 70  per  cent  average  utiliza- 
tion per  39-hour  \veek  as  its  goal.  Admittedly  this  is  a substantial 
improvement  over  the  proportion  of  use  which  now  obtains  on 
most  campuses.  For  laboi*atonos  the  goal  should  be  50  to  GO  per 
cent  utilization.  Many  institutions  could  almost  double  their  en- 
rollment on  this  basis  alone.  Such  a high  degree  of  utilization 
means  course  scheduling  so  that  there  will  be  move  students  in 
class  oil  Tuesday,  Thursda}',  and  Saturday  mornings  and  every 
week-day  afternoon. . , 

More  effective  use  of  spaw  can  be  achieved  by  reducing  course^  by 
eliminating  costly  space  or  increasing  the  use  of  available  space.  It  is 
not  easy  to  get  ideal  space  utilization.  In  most  places,  interest  in  space 
utilization  is  not  great,  and  whei*e  studies  have  been  made  utilization  of 
space  is  generally  low  indeed.  A California  Report  of  1955  proposed 
a standard  of  36  scheduled  hours  per  week  with  College  enrollment, 
after  the  first  montli  of  the  tem  or  semester,  averaging  67  per  cent  of 
room  capacity,  i.e.,  the  number  of  student  stations  the  room  will  ac* 
commodate.  But  even  this  is  considered  a very  high  standard.®^ 

Business  men  find  it  difficult  to  understand  the  wasteful  use  of  space 
in  I.H.E.  The  explanations  lie  in  the  unwillingness  to  have  classes  in 
the  afternoon,  by  both  students  and  faculty;  the  bad  di^ributlon  be- 
tween Monday.  Wednesday  and  Friday’s  classes  as  against  Tuesday, 
Thursday  and  Saturday.  The  long  vacations  and  other  shutdo^vns  fur- 
ther reduce  use.  Atliletics,  need  for  employment,  the  failure  to  match 
classrooms  with  teaching^  requirements  contribute  towards  the  same 
ends.  A committee  of  registrars  in  the  spring  of  1956  sent  an  inquiiy 
to  its  members.  Of  the  061  out  of  1,400  membei’s  who  responded,  only 
25  per  cent  reported  studies  of  space  utilizations  and  few  were  ade- 
quate. 

The  porcenta^  of  possible  student-station  period  utiliption  in  gen- 
eral classrooms  in  state  controlled  I.H.B.  in  Michigan  in  1956  based 
on  a 44-hour  week  was  as  follows : 


Monday 

Wednesday 
Friday 


42.7 

38.5 

36.6 


Tuesday 

Thursday 

Saturday  a.m. 


33.  r> 
33.3 
5.9 


G.  Student  Aid 

We  have  commented  on  the  relation  of  student  aid  to  tuition  in- 
come. But  we  should  not  stop  there.  There  is,  for  example,  the  problem 
of  the  student  aid  mix.  Much  can  be  said  for  increased  recourse  to 
loE^,  to  employment,  and  to  guarantee  of  loans.  A billion  dollars 
paid  out  in  loa^  is  much  less  costly  than  a billion  of  scholarships.  The 
former  is  repaid  and  theipfore  becomes  available  for  repetitive  use, 
In  some  in^itutions,  additional  tuition  income,  as  William  Bowen 
has  shown,  is  absoi'bed'  excessively  by  increased^  indent  aid.  But  here 
what  is  also  relevant  is  the  increasing  proportion  of  aid  given  from 
outside  sources.  This  also  suggests  another  weakness  in  aid  policy.  We 
need  to  know  more  and  students  need  to  know  more  about  all  sources 


A Resiitdy  of  the  Needs  of  California  in  Higher  Education,  1955,  pp.  319-21. 

“ Spaco  Utilization  and  Value  of  Physical  Plants  In  Michigan  Institute  of  Higher  Edu- 
cation. The  Survey  of  Higher  Education  in  Miohiganj  Staff  Study  No.  9.  1958,  pp.  82, 
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of  student  aid.  Outside  funds  are  not  always  integi*ated  well  with 
funds  available  from  the  I.ILE.  Some  students  get  too  much  and 
others  too  little  because  of  the  gaps  in  knowledge.  Investment  aid 
funds  could  also  be  greatly  improved,  even  though  we  cannot  expect 
many  repetitions  of  the  $10,000  loan  fund  for  Harvard  in  the  second 
quarter  of  the  19th  Century  which  has  escalated  to  more  than  $2 
million  today. 


13.  RATIONALIZATION  OF  EXPENDITURE  POLICIES 

Existing  institutions  are  lax  in  considering  the  priorities  of  pro- 
grams. The  IHE  are  similar  to  the  U.S.  Government  in  their  frequent 
failure  to  consider  new  programs  and  their  costs  in  terms  of  an  exam- 
ination of  all  alternatives.  In  dealing  with  the  U.S.  Budget,  the  Appi*o- 
priations  Committees  are  divided  into  numerous  sub-committees. 
Hence  we  faiPto  get  an  overall  appropriations  policy.  Similar  weak- 
nesses j^evail  in  budgeting  by  IHE. 

The  President  of  the  University  of  Pennsylvania  in  his  1956  Repoi*t 
quite  rightly  commented : 

^ “We  must  be  prepared  also  to  adjust  existing  academic  prac- 
tices in  the  interests  of  efficiency  in  teaching.  For  example,  with- 
out sacrifice  of  quality,  it  might  be  possible  to  re-deploy  the  most 
competent  teachers  so  that  a greater  percentage  of  them  are  as- 
signed to  the  larger  classes ; to  extend  the  use  of  assistance  so  as 
to  relieve  the  teaching  staff  of  routine  administrative  duties;  to 
expand  the  application  of  audio-visual  aids.  At  tlie  same  time  the 
individual  student  must  be  encouraged  to  assume  greater  respon- 
sibility in  the  educational  process,  toward  the  end  that  the  teacher 
will  be  relieved  of  much  of  his  present  duties  to  transmit  hourly 


In  his  1955  report  he  said  that  the  university  would  determine 
which  programs  are  “(1)  the  most  central  and  essential  or  tradition- 
ally the  strongest;  (2)  more  peripheral,  specialized,  or  currently  less 
developed  at  the  university;  (3)^  relatively  narrowed  or  highly  spe- 
cialized academic  activities  making  smaller  contributions  to  general 
education;  (4)  iiiappropricate  to  the  general  educational  ol)jectives  of 
the  institution.” 

Under  great  pressure  such  as  in  the  Great  Depression,  drastic  meas- 
ures will  be  taken.  In  ordinary  circumstances  the  IHE  will  escalate  ex- 
penditures, and  then  seek  the  funds  required  for  the  new  and  expand- 
ing programs,  but  an  economic  crisis  brings  drastic  measures.  As  I 
noted  in  my  book ; 

“Under  strain  and  stress  of  costs  colleges  will  take  strong  meas- 
ures to  cut  costs.  In  the  midst  of  the  Great  Depression,  for  ex- 
ample, one  survey  shewed  that  the  following  methods  were  used 
to  reduce  expenditures  at  college : 

1.  Elimination  of  miscellaneous  expenses  which  do  not  concern 
directly  the  instruction  of  students.  (110  cases) 

2.  Reduction  in  the  cost  of  maintaining  and  operating  build- 
ings and  grounds.  (113) 


fundamental  information  whieJ 


form.' 
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3.  Increase  in  the  load  of  faculty  by  not.  mnkiiig  appointments 
to  vacancies.  (81) 

4.  Ecarranging  coui*ses  so  as  to  enlarge  the  size  of  classes  or  so 
as  to  give  courses  in  alternative  years  of  semesters.  (68) 

5.  Postponing  the  purchase  of  library  books.  (61) 

6.  Eeducing  expenditures  for  travel.  (80) 

7.  Eeducing  clerical  help  and  office  expense.  (78) 

8.  Undertaking  no  new  construction  except  where  special  funds 
ai*e  provided.  (92) 

Numerous  other  economies  were  made:  reducing  expenditures 
for  publicity  bureaus  and  university  press  publications,  postpon- 
ing or  den3"ing  all  leaves  of  absence  with  pay,  and  so  on/’ 


Endowment  as  a Source  of  Increased  Revenue 

James  H.  Stauss"^ 

Tile  pressures  on  jiriyate  colleges  and  univei*sities  are  indeed  de- 
manding that  they  find  increasingly  productive  sources  of  finance  for 
current  operations  (current  funds)  and  capital  outlays  (plant  funds). 
Yet,  because  they  must  also  plan  a viable  future  and  meanwhile  try 
to  countervail  “inflation,”  they  should  elevate  the  potential  endowment 
support  of  future  operations.  In  this  setting  the  outlook  for  en- 
dowment policies  favors  innovation:  the  erosion  of  stereotypes  of 
policy  and  the  adoption  of  new  ideas,  a prudent  modernization  of  en- 
dowment toward  improved  investment  performance  of  the  funds  and 
increased  revenue  from  them.  The  outlook  favors  an  emphasis  on  en- 
dowment growth  and  a restructuring  of  fluids,  together  with  inno- 
vative systems  for  optimum  endowment  service  to  both  the  educational 
present  and  the  educational  future. 

Definition  of  “Endowment”  denotes  funds  {!)  held 

in  assets  external  to  the  college  or  university,  and  [2)  having  the  pi*i- 
mary  function  of  contributing  revenue  for  operations.  The  term  im- 
plies expectation  and  projection  of  long-run  (indefinite)  continuity  of 
this  primary  funotdon.  Endowment  funds  are  the  source  of  an  ongoing 
support  of  operating  budgets,  and  therefore  they  represent  provision 
for  poth  the  present  and  the  future,  though  service  to  the  one  may 
conflict  with  service  to  the  other.  The  term  implies  further,  an  in- 
vestment management  whose  maneuverability,  discipline,  and  tests 
of  proficiency  have  an  external  orientation  free  of  the  concerns  that 
attend  internal  financial  commitments.  Endowment  exclusively  in  ex- 
ternal assets  and  management’s  interplay  with  outside  investment 
alternatives  are  conducive  to  an  acceptaale  investment  performance  of 
endowment.  This  definition  of  endowment  thus  looks  to  the  model  ( de- 
sirable and  workable) , not  necessarily  to  the  matter-of-fact. 

Scope  of  endowment, — l^^ithin  an  endowment  the  separate  pro- 
fessional management  of  the  marketable  securities  portfolio  is  usually  ■ 
a prerequisite  of  improved  investment  performance  of  the  funds.  To- 
ward proficient  management  of  the  securities  portfolio  and  other 
asset-holdings,  the  funds  are  separable  as  follows:  endowment  (1) 
in  marketable  securities,  and  (2)  in  special  investmei  .*  >.  such  as  real 
estate,  oil  and  gas  properties,  or  direct  business  ov'r:^.ship,  where 
division^  (specialization)  of  professional  management  Uso  enhances 
the  quality  of  managerial  performance.  Upon  appropriate  notation  of 
the  college’s  interest  as  beneficiary  of  tru^  funds  hdd  externally,  en- 

*The  author  is  Executive  Vice  Presddent,  and  Provost,  0?he  Colorado  College.  At 
the  time  this  paper  was  prepared,  he  was  Dean  of  the  College  and  Provost, 
Grinnell  Collegt*. 
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dowment  may  Avell  include  (3)  funds  in  irrevocable  trust  having  the 
primary  function  of  contributing  revenue  for  o}Derations. 

The  endowment  report  may  itemize  supplemental  funds  not  legiti- 
mately Yr  itliiii  current  endowment  but  relevant  to  the  endowment  posi- 
tion: that  is,  (^)  internal  endowment  commitments,  such  as  loans  by 
endowment  to  other  college  funds,  quasi-ownership  of  residence  halls 
or  otlier  facilities,  or  similar  commitments  to  a corporation  de  facto 
a branch  of  the  college  or  university ; and  (5)  annuity  and  life-income 
funds  on  irrevocable  donation,  paying  donor  or  other  beneficiary  an 
agreed  income. 

These  supplemental  funds  are  “suspended  endowment,’*  currently 
having  multiple  financial  functions  or  else  a primary  function  other 
than  contributing  revenue  for  operations.  Moreover,  endowment  com- 
mitments within  the  college  have  an  orientation  incompatible  with  the 
endowment  model.  Investment  income  on  an  internal  coniinitment 
(e.g.,  rental  yield  imputed  to  asset-holding  in  residence  halls)  is  usu- 
ally the  counterpait  (offset)  of  assigned  ex])ense  against  other  rev- 
enues or  receipts,  rather  than  in  income  directly  from  external  sources 
and  investment  conditions.  In  any  case  the  “earnings’’  on  internal 
endowment  commitments  are  the  outcome  of  administrative  (internal) 
ratemaking  at  variance  with  the  external  orientation  of  both  invest- 
ment management  and  the  investment  performance  of  endowinpt. 
Although  such  commitments  are  relevant  to  the  endowment  position, 
the  Treasurer  should  treat  the  endowment  at  a magnitude  net  of  them. 


I.  SYSTEMS  OF  INCREASED  RE^^NUE  FROM 
ENDOWIVIENT 

At  a total  of  perhaps  $12  billion,  college  and  university  endowments 
have  a significant  potential  for  increased  contribution  to  the  financing 
of  operations.  This  potential  for  the  future  is  in  the  long-run  gx’owtli  of 
endowment,  and  for  the  present  is  in  the  systematic  current  partaking 
of  gi‘OAvth  benefits.  The  basic  alternatives  toward  increased  cun’ent 
revenue  from  endowments  are:  (i)  a modus  operand!  of  exclusive 
“yield  support”  consisting  of  dividends,  interest,  and  other  yield  (in- 
come) on  endowment  principal,  or  (2)  a system  of  comprehensive 
“yield  and  capital  gain  support”  consisting  of  yield  and  a portion  of 
capital  gain  (withdrawal  of  principal ) . 

But  yield  support  alone  is  a poor  means  of  endowment  contribution 
to  the  financing  of  current  operations:  that  is,  unless  the  evidence  is 
persuasive  that  yield  support  alone  is  compatible  with  the  objectives 
of  good  endowment  growth,  good  investment  performance  of  endow- 
ment, and  adequate  financing  of  current  operations.  Comprehensive 
(yield  and  appropriated  capital  gain)  support,  involving  systematic 
withdrawal  of  endowment  principal  (appropriated  ca]ntal  gain),  is 
usually  compatible  with  these  objectives.  The  ]Drima-facie  case  for  com- 
prehensive support  is  hard  to  oveitimi. 

' Yale^s  system  of  increased  revenue  from  endoip7nent. — Tlie  Report 
of  the  TremuTer  (John  E.  Ecldund)  of  Yale  University  for  the  fiscal 
year  1965-66  attracted  wide  attention  to  the  format  of  comprehensive 
endowment  support  of  current  operations.  This  report  and  the  Report 


509 


O 


for  the  fiscal  year  19GG-G7  presented  the  rationale  of  Yale’s  recent 
overhaul  of  its  endoAvment  policies,  and  outlined  its  innovative  system 
of  increased  revenue  from  endowment  and  the  underlying*  policy  of 
investment  for  best  overall  (^deld  plus  capital  gain)  return  on  endow- 
ment. 

Yale  appropriated  $1,975  million  of  capital  gain  for  support  of 
39()5-G()  current  operations : that  is,  an  appropriation  at  less  than  .5% 
of  the  market  value  of  endowment  (June  ?>0,  1%6).  Together  with 
1965-GG  net  yield  at  about  3.77%,  this  appropriation  produced  a com- 
prehensive support  of  current  operations  still  below  4.5%  of  the,  market 
value  of  endowment  (June  30, 19GG) . 

The  Yale  s.ystem  pro^ndes  a method  of  hrmly  budgeting  (predeter- 
mining) Endowment  Support  (symbol  ‘T’*)  of  current  operations. 
This  method,  the  ‘"University  Equation,”  has  characteristics  and 
measurements  related  to  Endowment  GroAvth,  invol^^ino•:  (i)  Input 
to  endowment  including  yield,  capital  gain,  and  donations;  (2)  a 
Ivate  of  Input,  relating  Input  (gi’oss  growth)  to  Market  Value  “E”  of 
endowment;  (3)  Endowment  Support  ‘T”  (output  or  withdrawals 
from  endowment)  to  the  financing  of  current  operations;  and  (^) 
Net  Growth,  the  difference  between  Market  Value  “E”  at  the  end  of 
a fiscal  year  and  at  the  beginning.  That  is:  let  E = opening  Market 
Value  and  py  = closing  Market  Value.  Then:  Net  Gro\vth"==E'— E; 
and  the  Kate  of  Net  Growtli—  (E'  — E)  /E. 

The  method  requires  estimate  (extrapolation)  of  a percentage  Kate, 
of  Endowment  Input  “K^”  computed  by  a weighted  moving  average 
of  gi'OAAdh  (Input)  experience  over  a lengthy  span  of  years.  The  firm 
budget  commitment  made  “noAv”  for  “next  year”  looks  to  the  Kate 
of  Endowment  Iiquit  “Rk”,  ))i*ojecting  a non’n  of  Input  (yield,  capi- 
tal gain,  and  donations)  relative  to  Market  Value  “E”  of  e’ndoAA’inent; 
that  is:  Injnit  Norm==KR*E,  AA’here  E = o])ening  Market  Value  or 
(alternatiA^ely)  ==au  opening  Market  Value  Norm.  Within  the  matrix 
of  “Rv-”,  the  method  pre-determnAes  the  mmAial  Endowment  Suppoi*t 
“I”  of  operations.^ 

For  any  current  fiscal  year,  “I”  is  an  actual  revenue  at  a Rate  of 
Endowmient  SujApoit,  sueli  as  4.5%,  on  opening  Market  Value  “E”  of 
endoAvment:  that  is,  let  Rs=I/E.  Actual  “I”  is  a predetermined  vev- 
enue,  realizing  a firm  budget  ]>rojeetion  (upper  limit  of  Endowment 
Sui^port)  that  iiwolves  annually  t\A’0  commitments:  (7)  to  continue 
for  the  upcoming  fiscal  year  a current  amount  of  EndoAAunent  Siip])oi4 
“I”,  and  (2)  to  augment  this  Suppoit  ReneAA^al  component  (equivalent 
of  “I’’)  by  a second  component,  an  additional  revenue  proportionate 
to  the  prosi)eetive  Endowment  GroAvth  assignable  to  the  upcoming 
fiscal  year.  That  is:  let  I'  indicate  the  firm  budget  projection  for  the 
upcoming  year.  Then:  I' =1+ Support  Increase  component.  Support 
Increase  (I' “I ) must  be  determined. 

The  firm  budget  projection  (iipper  limit  of  Endowment  Support) 
for  the  upcoming  year'depends  u])on  measurements  carried  forward 
from  the  current  year.  The  working  hypothesis  of  this  procedure 
is  that  the  upcoming  year  will  be  an  approximate  imitation  of  the 

1 See  Report  o/  the  Treanurer  for  the  Fiscal  Year  196G-67  (BnUetln  of  Yale  University, 
January  ■1,').  19C8),  pp.  0-13;  My  analysis  of  the  Yale  method  Is  a parapliraslag  of  the 
text  of  this  report.  ; r , 


510 


current  year.  It  is  also  a prudent  hypothesis : that  de  facto  the  upcom- 
ing endowment  experience  will  at  least  measure  up  to  current  dimen- 
sions, or  that  long-run  Endowment  Growth  will  compensate  for  defi- 
ciency. Therefore,  alongside  the  Siippoi’t  Eenewal  component  at  an 
amount  equivalent  to  the  current  Endowment  Support  “I”,  let  the 
following  measurements  be  carried  forward  to  the  upcoming  fiscal 
year:  (f)  Eate  of  Endowment  Input  “Eej”;  {2)  Market  Value  “E” 
of  endowment  at  the  beginning  of  the  current  year;  and  {S)  current 
Eate  of  Endowment  Support  “I/E”,  i.e.,  Es* 

In  order  to  produce  a firm  budget  projection  of  Endowment  Sup- 
port (!')  for  the  upcoming  year,  the  Yale  method  augments  the  Sup- 
port Eenewal  component  (current  support)  “I”  by  applying  to  it 
Eate  of  Endowment  Support  Increase  “Ei”:  that  is,  Support  Increase 
component“Ei*I.  Then:  I'=I  + Ei.I. 

Technically,  this  Eate  of  Endowment  Support  Increase  “Ei”= esti- 
mated Eate  of  Endowment  Input  “Eb””  current  and  carried  forward 
Eate  of  Endowment  Support  “Es”:  that  is,  Ei=Eb— I/E.  Then: 
I'=I+  (Ee“I/E)I' 

The  operational  meaning  of  “Ei”  is  approximately  as  follows : let 
the  Support  Eenewal  component  be  augmented  by  a Support  Increase 
component  proportionate  to  a norm  of  Net  Growth  of  endowment. 
That  is : let  a weighted  moving  average  of  Net  Growth  experience  be 
computed,  and  let  the  norm  of  Net  Growth  (E'~E)  expressed  as 
a Eate  of  Net  Growth.  Then  Ei  is  proportionate  to  this  Eate  of  Net 
Growth.  Conceptually,  the  operational  meaning  of  “Ei”  is  that  En- 
dowment Support  and  Net  Growth  of  endowment  should  be  corre- 
Med.  The  Support  Increase  component  at  “(Eb‘-'I/E)I”  accom- 
plishes this  objective  in  a matter-of-fact  way. 

Basic  systems  of  increased  re'cenue  from  endowment, — Systematic 
endowment  support  of  current  operations  may  be  adopted  on  one  of 
the  following  plans  among  others : 

1.  Endowment  Suppoit  (withdrawals  from  Input)  currently  at  a 
predetermined  Eate  oi  Endowment  Suppoit  (Es),  such  as  4.5%,  on 
Market  Value  (E)  of  endowment,  where  E=Market  Value  at  the 
beginning  of  the  cunmt  fiscal  year  or  (alternatively) —an  adjusted 
Market  Value  (finally  set  before  the  end  of  the  current  year)  allowing 
for  gifts  (and  their  “earning  time”)  and  certain  other  cash  flows  dur- 
ing the  year.  “Es”  might  well  be  a Eate  mesliing  with  (f ) yield  rates 
on  high  grade  bonds  over  an  appro2:)riate  span  of  time  and/or  {2)  an- 
nual rates  of  the  “dividends  and  retained  earnings”  return  on  an  ad- 
justed Market  Value  of  the  equities  portfolio.  This  Eate  of  Endow- 
ment Support  is  ongoing,  until  the  stable  Es  level  is  clearly  incom- 
patible with  its  guidelines  and  therefore  merits  revision.^  This  plan 
has  the  fault  of  an  Endowment  Support  vulnerable  to  price  fluctua- 
tions and  swings  in  the  securities  markets.  However,  a Support  Sta- 
bilization Eeserve  (within  endowment)  and/or  a Eevenue  Stabiliza- 
tion Eeserve  (maintained  by  allocation  from  gifts)  may  alleviate  this 
shoitcoming. 

2.  Endowment  Support  currently  at  a pre-determined  Eate  (Es) 
on  Market  Value  (E)  of  endowment,  where  E = a moving  average 
of  actual  end-of-the-year  Market  Values  for  the  current  and  recent 
years  or  (alternatively)  = a moving  average  adjusted  for  gifts  and 
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certain  other  cash  flows  within  the  individual  years  of  the  base  aver- 
aging  period  (including  the  current  year).  A three-year  moving 
average  will  correspond  fairly  well  to  the  duration  of  price  cj^’cles  in 
the  stock  markets  over  the  past  twentj^  years,  though  the  experience 
of  the  1960’s  and  contemporary  imcertainties  may  suggest  a four- 
year  or  a five-year  moving  average. 

3.  Endowment  Support  at  a pre-determined  Rate  (Es)  on  Market 
Value  (E)  of  endowment,  where  E=Standard  Market  Value,  a norm 
of  Market  Value  experience  assignable  annually  to  the  beginning  of 
the  fiscal  year.  This  norm  may  be:  (1)  a moving  average  of  actual 
Market  Values  where  the  averaging  period  is  a modern  short  run; 
(^)  a mo\dng  average  or  a weighted  moving  average  having  a longer 
base  period;  (S)  a moving  average  adjusted  downward  forliypothet- 
ical  Endowment  Support  during  any  part  of  the  base  period  prior  to 
systematic  appropriation  of  capital  gain;  (4^)  an  assignable  moving 
Market  Value  dependent  upon  the  endogeneous  operation  (internal 
deteiminants)  of  an  ongoing  Endowment  Suppoit  System. 

4.  Endowment  Support  at  a pre-determined  Rate  (Rs)  applying  to 
an  Investment  Return  (P),  where  P= yield  + capital  gain.  Suppoit  is 
at  an  Amount  (I) : that  is,  I=Rs*P.  The  plan  may  be  such  that  this 
P= Return  for  the  current  fiscal  year  or  (alternatively)  = Return  for 
the  previous  fiscal  year  or  (alternatively)  =a  moving  average  of 
actual  annual  Returns  or  (alternatively)  = another  moving  Standard 
Return. 

5.  Endowment  Support  at  a pre-determined  Rate  (Rs)  applying  to 
an  Investment  Return  fP),  where  P= yield  + retained  earnings.  Sup- 
port is  at  an  Amount  (I)  : this  is,  I=Es*P.^  The  plan  may  be  such 
that  the  percentage  Es— 100%:  that  is.  Endowment  Support 
(I)  = yield  + retained  earnings.  The  plan  has  the  usual  alternatives  in 
measurement  of  the  Investment  Return  (P)  as  an  Actual  or  a moving 
Standard  quantity. 

6.  Endowment  Support  inclusive  of  a “yield  component”  at  actual 
Yield  (Y)  or  a Standard  (moving  average)  Yield,  and  a “gain  com- 
ponent” at  a pre-detennined  Rate  (Es)  applying  to  Capital  Gain  (G). 
Suppoit  is  at  an  Amount  (I)  : that  is,  I=Y  + Es*G.  The  plan  has  the 
usual  alternatives  in  measurement  of  the  Gain  (G)  as  an  Actual  or  a 
Standard  (moving  average)  quantity. 

7.  Endowment  Support  upon  one  of  the  foregoing  plans  with  Toler- 
ance Limits : a minimum  Suppoit  guaranty  (floor  L)  ancl/or  a maxi- 
mum Support  commitment  (ceiling  L')  . Support  at  any  pre-detev- 
‘mined  .Amount  (I)  may  vary  annually  within  the  Tolerance  Limits 
but  cannot  transgress  them.  At  any  pre-determined  I below  L,  the 
additional  appropriation  from  endowment—L— I;  at  any  pre-deter- 
mined I above  L',  Erido\yment  Support  is  confined  to  L'. 

• 8.  Endowmient  Support  directly  at  a pre-determined  Amount  (I), 
either  upon  a continually  stable  annual  commitment  of  endowment 
Input  or  upon  a commitment  systematically  augmented  annually.  This 
plan  of  comprehensive  “yield  and  capital  gain  support”  diffei*s  from 
(i)  an  emergency  (exigent  relief)  appropriation  above  yield,  where 
the  usual  practice  is  exclusive  “yield  suppoit”  consisting  of  dividends, 
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interest,  and  other  yield  (income)  on  endowment  principal,  and  from 
{2)  a modus  operandi  of  continual  emergency  appropriations  above 
yield,  where  the  Trustees  have  not  adopted  systematic  comprehensive 
support  of  current  operations. 

Perspectives  on  endo'ioment  as  a sov/rce  of  increased  revenue, — The 
questions  and  problems  concerning  endowment  support  of  operations 
are  not  new;  and  sketchy  outlines  of  policy  toward  increased  revenue 
from  endowment  were  at  issue  some  years  ago.^  But  now,  alongside 
the  increased  urgency  to  have  more  productive  sources  of  current  fi-' 
nance,  the  literature  on  endowment  policies  is  more  extensive  and 
technical.  The  principles  of  management  of  endowment  funds,  and 
of  accounting  and  financial  repoiting,  are  reasonably  well  up  to  date.'^ 
An  insightful  study  of  the  law  bearing  on  endowment  policies  is 
available.''’  Policies  toward  improvement  of  the  investment  perform- 
ance of  endowment  and  workable  means  of  increased  revenue  from 
endowment  are  major  concerns  of  the  Ford  Foundation’s  Advisoiy 
Committee  on  Endowment  Management,  which  has  reported  its  find- 
ings and  recommendations.®  My  comments  are  simply  an  elementary 
“approach”  toward  constmctive  decisions  to  make  endowment  a source 
of  increased  revenue  for  current  operations. 


II.  DEFINITIONS 


The  following  definitions,  preliminary  to  an  outline  of  the  main 
topics  of  endowment  policy,  are  for  descriptive  convenience  rather 
than  for  technical  ]Drecision  and  usefulness. 

1.  PHnaipal  (of  an  endowment  fund) : an  amount  (money  tenns) 
of  asset-holding  at  a specific  date. 

2.  Marlcet  vahie  (of  iDrincipal)  : a money  sum  representing  present 
woitih  of  endowment;  i.e.,  a money  sum  expressing  current  prices 
(and  price  approximations)  of  specific  items  in  a liolding  of  endow- 
ment assets. 

3.  Booh  value  (of  principal) : a money  sum  of  original  donation 
and/or  original  appropriation  to  endow>ment.  (A  different  definition 
not  employed  -here : a money  sum  of  expenditure,  i.e.,  original  cost, 
for  the  specific  items  in  a holding  of  endowment  assets.) 

4.  Yield,  (on  principal)  : dividends,  interest,  rents,  and  similar  in- 
vestment returns  during  a specific  period. 

5.  Capital  gain  (on  principal)  : an  appreciation  of  market  value 
exclusive  of  new  donations  and  appropriations  to  endowment  during 
a specific  period. 

C).  Investment  return  (on  principal) : endowment  performance  in- 
cluding both  yield  and  capital  gain  (adjusted  for  loss)  during  a spe- 
cific period ; i.e.,  yield  4-  change  in  market  value  exclusive  of  new  dona- 
tions and  appropriations  during  a specific  period. 


»Sro  Spymoiir  E.  Harris  (cd.).  Thglier  Eflncation  in  thr  United  Snnfr.9 — TJtc  Ee'*nnmic 
ProUems  (Cambridge  : H.nrvnrd  University  Press.  1060)  : “Investment  Policies.”  nn.  24-28  ; 
“Investment  niul  Endowment  Policies.”  nn.  20.S-47. 

*Co1JoOG  and  Universitjf  BuaincsR  Adminiaf ration , rev.  ed.  (Wnslilngton,  D.C. : American 
Council  on  Education,  19G8K  sec  Index. 

^William  L.  Cary  and  Craig  B.  Bright.  The  Lau-  and  the  Lore  of  Endowment  Funda 
(New  York  : Ford  Foundation.  10691 . 

: ® Advisory  Committee  (Robert  R.  Barker,  cli.).  Managhw  Educational  Endowmenta 
(New  York:  Ford  Foundation  3960).  See  McGeorgc  Bundy,  “Tlie  President’s  Review,”  iu 
tlie  Ford  Foundation,  Annual  Report,  1966,  pp.  vll-vili. 
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7.  Yield  rate  (on  principal)  : yielcl/principal, 

8.  InveHtment  return  rale  (on  principal),  from  a comprehensive 
standpoint:  investment  return/principal.  (From  a multiple  stand- 
point:  any  one  of  several  rates  on  principal,  involving  a particular 
return  such  as  yield,  interest,  dividends,  retained  earnings,  or  change 

ill  market  value/)  , . . in 

9.  Appropriated  capital  gain  (withdra'sval  of  principal)  : any  por- 
tion of  ca])ital  gain  (realijsed  gain  and/or  'withdra'wal  of  principal 
equivalentto  a net  unrealized  appreciation)  converted  into  endowment 
support  of  current  operations. 


III.  ENDOWMENT  POLICY  AREAS 

EiKhnvnient  policies,  representing  decisions  on  the  objectives,  struc- 
ture, management,  and  use  of  funds,  are  responses  to  several  major 
problems  concerning  these  inattei*s.  The  following  classification  of 
policies  emphasizes  the  problems. 

1.  Policy  applicable  to  an  bwestment  pool.  An  investment  pool 
merges  endowment  funds,  some  or  all  of  which  have  yield  restricted 
as  to  purpose.  Here  the  decision-making  is  related  to  size  of  shares  in 
the  pool,  a corresponding  pro  rata  assignment  of  the  pool’s  yield  and/ 
or  other  benefits  for  appropriate  purposes,  and  the  updating  of  frac- 
tional claims  (shares)  upon  input  of  new  participating  funds. 

A major  issue  in  this  policy  area  is:  valuation  (sizes)  of  shares  and 
pro  rata  assignment  of  yield  on  the  basis  of  market  value  v,  allocation 
on  the  basis  of  book  value.  Endowment  pooled  at  market  value  under 
]) resent  conditions  typically  exceeds  endowment  at  book  value,  and 
book  values  of  newer  funds  are  closer  to  market  value  than  are  the 
book  values  of  older  funds.  Market  valuation  therefore  produces  an 
enlargement  of  shares  in  the  investment  pool  that  is  proportionately 
greater  for  older  funds:  that  is,  market  valuation  (sizes)  of  shares 
and  a corresponding  pro  rata  assignment  of  yield  favor  older  funds 
and  the  restricted  purposes  tying  these  funds. 

2.  Policy  on  hiveHtment  ohjecthes.  The  problem  is  whether  or  not 
to  manage  endowment  with  the  i)redoininant  objecti  ve  of  investment  in 
fixed-yield  securities;  or  from  a different  standpoint,  whether  or  not 
to  manage  endowment  with  a major  objective  of  grouiih. 

If  the  decision  is  against  predominant  investment  in  fixed-yield 
securities,  the  policies  must  include  determination  of  a very  substan- 
tial poitfolio  ratio  of  equities  to  fixed-yield  securities,  and  in  unusual 
circumstances,  perhaps  also  a significant  proportion  of  other  invest- 
ments. If  the  decision  favors  a major  objective  of  growth,  the  policies 
must  include  a corresponding  adjustment  of  the  equities  poitfolio  to 
an  emphasis  on  common  stocks  rele'want  to  highly  promising  growth 
potentials  in  the  economy. 

New  donations  and  appropriations  aside,  endowment  growth  is 
largely  a matter  of  acquiring  capital  gain.  Grout h typically  (but  not 
exclusively)  involves:  (7)  capital  gain  as  a by-product  of  asset- 
holding to  realize  yield;  and  alongside  this  slow-growth  factor,  {2) 

7 Spp  Friedman,  “Report  of  Committee  on  Financial  and  Investment  Policies,”  op.  cH„ 
pp.  711-14. 
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enlargement  of  capital  gain  at  the  sacrifice  of  yield,  upon  shift  in 
asset-holding  favorable  to  enlargement. 

A high  ratio  of  equities  to  fixed-yield  securities  is  supported  by 
persuasive  ev'idence  of  superior  long-run  performance  (investment 
return)  of  common  stocks  ov^er  bonds.^  Surveys  of  college  and  uni- 
versity funds  indicate  a significantly  increased  proportion  of  equities 
in  the  pattern  of  endowment  diversification  over  the  past  several  years, 
though  still  a proportion  of  bonds  ( averaging  above  25%  of  the  over-all 
market  value  of  71  representative  endowment  funds)  indicative  of 
cautious  investment  policies.® 

This  policy  area  is  the  home  of  investment  compromise,  producing 
an  endowment  diversification  meshing  with  the  interplay  of  diverse 
objectives,  expectations,  and  attitudes.  New  and  old  attitudes  toward 
risk-taldng  and  toward  the  legal  and  ethical  obligations  of  endowment 
trust,  sluggish  investment  mores,  and  the  history  and  uncertainties 
of  the  securities  markets,  provide  the  bacicground  of  policies. 

Securities  history,  strongly  influencing  policy  decisions,  includes 
developments  such  as:  the  last  decade  of  low  industrial  stock  yields 
relative  to  high  industrial  bond  yields;  the  previous  two  decades  of 
opposite  experience,  together  witli  some  ongoing  assent  to  the  theory 
that  stocks  ( riskier  investment  than  bonds)  should  pay  yields  typically 
above  bond  yields;  the  strong  upward  trend  of  common  stock  prices 
since  1049,  but  during^  the  1960’s  at  a market  sometimes  vulnerable 
to  temporary  fluctuations  and  intervals  of  anxiety;  the  attractive 
record  (capital  gains)  of  numerous  rapid-growth  stoclcs  during  the 
last  ten  years;  the  large  expansion  of  institutional  (insurance  com- 
panies, sa-Aungs  institutions,  pension  and  retirement  funds,  mutual 
funds,  etc.)^  buying  of  stocks  during  the  1.960’s;  but  alongside  this 
buying,  a significantly  shoiter  expansion  of  new  common  stock  and 
convertible  bond  issues  and  estate  sales.  Investors  generally  have  had 
strong  bent  for  stocks  (capital  gains)  to  meet  the  tempo  of  current 
and  prospective  “inflation,”  and  they  have  had  fairly  finn  confidence 
in  the  economy’s  future  growth  and  inA^'estment  potentials  over  a wide 
range  of  corporations. 

During  the  1960’s,  within  the  ofiices  of  endowment  management, 
an  incren,singly  strong  interest  in  capital  gain  prospects  has  swung 
inA’’estment  compromise  (endowment  div’evsi ficat ion)  markedly  toward 
the  objective  of  growth.  Yet,  two  tempering  influences  have  sustained 
substantial  inA^estment  in  fixed-yield  securities : (^)  concern  for  adjust- 
ment of  the  securities  portfolio  to  risk  differentials  among  alternatiA^e 
asset-holdings,  a concern  fa\’'oring  dWersification  to  aA^ert  a preponder- 
ance of  uncertainties;  and  (^)  cautious  mores,  representing  hunch 
that  a dollar  of  fixed  yield  is  “more  reliable”  than  a dollar  of  Prospec- 
tiA^e  capital  gain,  or  reflecting  uneasiness  about  legal  and  ethical  con- 
straints on  sacrifice  of  yield,  risk  of  endowment  principal,  and  current 
use  of  capital  gain.  Another  influence,  (S)  concern  for  adequate  fin  an  c- 


L.  Fisher  and  .T.  H Lorie.  “Rates  of  Return  on  Investments  in  Common  Stock,” 
The  Journal  of  Bminese,  XXXVII  (January  1964).  1-21:  Alfred  Cowles  ,3rd  and  Aaao- 
dates,  ComnonStoch  Indexed,  1871-19H7  (Bloominpton,  Ind. : Principin  Press,  Inc.,  1938)  ; 

Braddock  Hickman,  Statiatical  Measures  of  Corporate  Bond  Financing  xince  1900 
(Prlnoei^n:  Princeton  University  Press.  1960).  pr>.  288-91.  298-^302;  David  Durand, 
‘A  Quarterly  Series  of  Corporate  feasic  Tieldis.  1952-67.  and  Some  uAttendant  Reservations  " 
(September  1958),  848-56:  U.S.  Bureau  of  the  Census 
StaUstical  J.b8tract  of  the  United  States,  annual  Issues,  ^ ’ 

of  College  and  University  Bndowmfmt  Funds,  and 
previous  annual  studies  prepared  by  Boston  Fund  (111  Devonshire  Street,  Boston,  Mass.). 
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ing  of  current  operations,  has  carried  a predilection  for  yield  as  the 
mainstay  of  endorsement’s  contribution  to  revenue. 

3.  Policy  concerning  investment  'performance  of  endoxowsnt  De- 
cisionmaking in  this  area  can  (should  be)  conducive  to  increased  in- 
vestment return  combining  yield  and  capital  gain. 

The  investment  performance  of  endowment  is  the  outcome  of  man- 
agement’s activity  and  of  market,  corporate,  and  other  outside  influ- 
ences. Management’s  activity  includes  the  continual  evajuation  of  tilter- 
native  investment  opportunities  on  a comparative  basis,  and  the  con- 
sequential selection  and  shifting  of  portfolio  assets.  Management  builds 
the  equities  portfolio  and  the  rnore  inclusive  securities  portfolio  out 
of  investment  potentials^  including  not  only  the  actual  assets  held  at 
a specific  date  but  also  other  opportunities  (securities)  available  to 
the  portfolio  upon  shift  of  asset-holding.  Tliis  continual  evaluation 
and  selection  of  assets  requires  matter-of-fact  guidelines  (aims), 
among  them  a workable  goal  of  “optimum”  current  return. 

Portfolio  management  should  proceed  within  a framework  of  policies 
toward  th^  “best”  investment  performance,  where  the  “best”  per- 
formance involves  (i)  improvement  of  return  on  endowment  and  (2) 
adjustment  of  asset-holding  and  investment  return  to  an  acceptable 
uncertainty  (incurrence  or  risk)  a-bout  future  market  values  and 
returns.  Management  in  this  style  weighs  asset-holding  mainly  for 
capital  gain  against  asset-holding  mainly  for  yield,  and  seelrs  a port- 
folio balance  (diversification)  favoring  endowment  growth  yet  not 
neglectful  of  aversion  to  risk. 

Tlie  following  outline  sltetches  several  traits  of  investment  (asset- 
holding) for  growth:  investment  objectives;  current  and  long-run 
aspects  of  growth ; inducements  warranting  sacrifice  of  current  yield 
and/or  current  capital  gain  to  get  a prospective  long-run  reward. 
Modem  conceptions  of  “best”  performance,  though  they  diverge  re- 
garding provision  for  risk,  have  a common  emphasis  on  investment  for 
growth  as  the  main  route  to  increased  return. 

Investment  objectives, — ^Modern  conceptions  of  “best”  performance 
begin  with  a common  approach ; “Maximum”  long-run  return  (endow- 
ment growth)  should  be  the  predoniinant  objective  in  portfolio  man- 
agement, and  current  return  at  “optimum”  should  serve  this  objective. 
(That  is:  let  the  current  investment  period^  at  least  a part  of  which 
is  in  the  future,  be  a span  of  time  appropriate  to  an  end-of-the-period 
evaluation  of  investment  performance.  Then:  management  should 
select  asset-holdings  having  prospect  of  a current  investment  return 
most  favorable  to  endowment  gro^Hh.) 

Current  and  long-run  aspects  of  endowment  groioth, — ^Management 
investing  for  growth  may  aim  at  (f ) current  appreciation  of  market 
value,  and  endeavor  to  get  this  capital  gain  at  the  sacrifice  (trade-off) 
of  asset-holding  for  current  vield.  Further,  management  may  aim  at 
{2)  long-run  enlargement  of  capital  gain,  and  endeavor  to  get  from 
it  a reward  of  “net  benefits”  worth  the  sacrifice  (trade-off)  of  asset- 
holding for  current  yield  and/or  current  capital  gain.  Return  may  also 
come  out  of  (.^)  long-run  enhancement  of  yield  above  a low  current 
level  of  yield  at  sacrifice  to  get  capital  gain ; but  a yield  reward  of  this 
kind  usually  has  dubious  promise.’^®  These  options  toward  a port- 

loScp*  Frederick  0.  Dlrke.  “Recent  Inveetment  Return  on  IndnutriAl  Stocks, “ Th6 
xTournal  of  Ftnance.  XIll  (SentemUer  195S).  .S70-R5, 
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folio  balance  imply  that  maiiagoinent,  anticipating  a long-run  growth 
reward , in  ay  i n v est  a t s acri  fice  of  “ m axi  mu  in”  cu  r ren  t re  tii  rn . 

The  objective  of  “maximum”  long-run  return  (endowment  growth) 
may  require  a margin  of  asset-holding  aimed  at  benefits  other  than 
current  yield  and/or  current  capital  gain.  (That  is:  let  the  current 
period  have  alternative  iiivestinent  potentials,  at  yield  and  capital  gain 
IDrojections  to  the  end  of  the  period.  Let  inanageinent  expect  long-run 
growth  pofcntiahy  at  capital  gain  and/or  yield  j^rojections  beyond  the 
cnrrent  period.  Then,,  if  management  expects  a growth  reward  of 
“net  benefits  ’ from  these  growth  potentials : management  may  reduce 
asset-holding  aimed  at  current  return,  and  increase  asset- hoi  ding  to 
caj)tnre  the  long-run  growth  reward.) 

IS' on-post/ponahle  asset diolding  for  a growth  reward, — i\Ianagement 
IS  reasonably  averse  to  investment  for  long-run  capital  gain"  at  the 
sacrifice  of  asset-holding  for  cnrrent  jdeld  and/or  current  capital  gain, 
lhat  is,  management  has  aversion  to  sacrifice  of  “maximum”  current 
return,  and  prefers  postponement  of  competitive  asset-holding  aimed 
at  a long-run  growth  reward. 

But  this. aversion  to  sacrifice  of  “maximum”  current  return  is  con- 
ditional. If  the  prospective  growth  reward  is  sufHciently  attractive  and 
if  the  asset-holding  to  capture  it  is  not  reasonably  ]iostponable,  then 
management  has  the  inducements  to  forgo  investment  aimed  at  “maxi- 
mum” current  return.  Non-postponable  asset-holding,  aimed  at  “opti- 
iniim”  current  return,  occurs  where,  prospectively^,  the  assets  promis- 
ing an  attractive  growth  reward  will  be  (I)  “unavailable”  later,  or 
{2)  offered  later  at  an  unfavorable  ])urchase  price,  yet  v.diere  manage- 
ment cannot  efficiently  spend  time  and  effort  to  antici])ate  the  timing 
(threshold)  of  the  expected  deficiency  or  price  movement;  or  where 
(S)  management’s  activity  does  not  include  anticipation  of  temporary 
or  short  fliictnations  iii  securities  prices  or  (peihaps)  the  longer  market 
swings.  CiiiTcnt  return  at  “optimum”  may  therefore  differ  from  “maxi- 
mum” current  return. 

Modern  concei^tions  of  “best”  perforinance  thus  present  a prima- 
facie  sanction  of  investment  for  grow tli  as  the  main  route  to  increased: 
return:  “Maximum”  long-run  return  (endowment  growth)  should 
be  the  predominant  objective  in  portfolio  management,  and  ciiri*ent 
return  at  “optimum”  should  serve  this  objective.  “Optimum”  current 
return,  as  a workable  performance  standard  (aim),  may  well  repre- 
sent an  aggressive  endeavor  to  capture  a long-run  growth  reward  and, 
correspondingly,  a substantia]  margin  of  investment  at  sacrifice  ( trade- 
off) of  asset-holding  for  current  return.  The  poitfolio  balance  may  well 
ha  ve  these  traits  of  investment  (asset-holding)  for  growth. 

Investment  per fornia/nce  and  aversion  to  risk. — Modern  conceptions 
of  “best”  performance,  though  they  have  a conimon  emphasis  on 
gipvi:h,  diverge  regarding  portfolio  adjustments  (If  any)  congruous 
with  aversion  to  risk.  Adjustment  to  risk  differentials  among  invest- 
ment opporiiiiiities  may  temper  (dowiigi*ade)  ])erforniaiice  on  the 
standard  of  “optimum”  current  return.  The  endowment  diversifica- 
tion may  (usually  will)  have  asset-holding  where  a dollar  of  ciiirent 
yidd  has  risk  preference  over  a dollar  of  current  capital  gain,  or 
where  a dollar  of  current  capital  gain  has  risk  preference,  over  n. 
dollar  of  long-run  growth  reward.  (That  is : let  a prospective  portfolio 
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comx3ositioii  meet  the  guideline  of  “optimum”  return  for  the  current 
investment  period.  Then : “optimum”  current  return  might  be  a sac- 
rificed in  favor  of  a lower,  less  risky  prospective  return  from  a diversi- 
fication of  assets  liaving  an  acceptable  incurrence  of  risk.) 

Modern  conceptions  of  “best”  performance  ty]3ically  suppoit  a 
high  tolerance  of  risk  in  asset-holding.  But  mattei^s  such  as  the  fol- 
lowing, relevant  to  (1)  the  extent  of  managerial  freedoin  to  forgo 
asset-holding  mainly  for  yield,  are  at  issue;  (^)  the  permissible  de- 
gree of  poii^folio  concentration  in  “untested”  corporations;  (-5)  the 
23ermissible  degi’ee  of  investment  for  long-run  growth  reward  at  the 
sacrifice  of  current  return  combining  yield  and  capital  gain.  Port- 
folio management  should  proceed  within  a framework  of  policies  in- 
dicative of  the  tolerance  of  risk  in  asset-holding. 

Investment  performance  and  endowment  support  of  current  opera- 
tions.— ^Except  insofar  as  legal  obligation  may  require  investment  for 
ciUTent  yield,  neither  the  method  of  endowment  suppoii:  of  current 
operations  nor  the  need  for  support  should  influence  portfolio  man- 
5Ui’einent.  To  the  extent  that  the  portfolio  includes  asset-holding  for 
yield,  the  endowment  diversification  should  be  oi\  the  guidelines  of 
“best  ”'perfomance,  not  on  the  dictates  of  a modus  operandi  demanding 
a “yield  sup]3ort”  of  current  operations. 

4.  Policy  on  manayemal  strategy  relevant  to  market  jhuctuations. 
The  Trustees  should  define  the  scope  of  managerial  discretion  and/or 
commitment  to  exploit  market  fluctuations. 

Proficiency  toward  the  “best”  investment  performance  usually  re- 
nuires  that  management  not  attempt  exploitation  of  temporary  or 
short  fluctuations  in  securities  prices.  But  competent  managers  should 
have  substantial  discretion  to  anticipate  the  longer  market  swings 
and  seek  benefits  from  them.  Perhaps  typically  tlie  exploitation  of 
market  swings  is  too  fraught  with  difficulties,  or  too  enervating  of 
the  more  piT)ductive  specialization  in  long-run  opportunities  and  pros- 
pects, to  be  an  assigned  managerial  function. 

This  policy  area,  largely  a matter  of  swings  in  securities  prices, 
needs  innovation;  development  of  a strategy  against  predicted  and/or 
actual  market  slides,  a strategy  including  timely  and  substantial  shifts 
of  asset-holding  to  fixed-yield  securities  (assets  also  functioning  as 
cash).  The  strategy  of  high  yield  (liquidity)  preference  at  the  outset 
of  a market  .slide  should  complement  investment  for  growth,  yet  it 
should  be  workable  without  unduly  offending  managerial  specializa- 
tion in  long-run  opportunities  and  prospects. 

5.  Policy  governing  managerial  organization  and  style.  Policies  in 
this  area  involve  the  selection  and  evaluation  of  managers,  and  define 
the  managerial  structure  and  duties.  Here  the  Trustees,  reserving  su- 
pervision to  themselves  and/or  their  committees,  should  delegate  the 
jDortfolio  to  professional  management. 

6.  Policyy  determining  the  endoxcment  contribution  to  the  financing 
of  cu/rrent  operations.  The  major  problem  is  whether  or  not  to  have  a 
modus  operandi  of  exclusive  “yield  support”  consisting  of  dividends, 
interest,  and  other  yield  (income)  on  endowment  principal ; or  from  a 
different  standpoint,  whether  or  not  to  adopt  a system  of  comprehp- 
sive  ^‘yield  and  capital  gain  support”  consisting  of  yield  and  a portion 
of ’capital  gain  (withdrawal  of  principal). 
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If  the  Trustees  favor  comprehensive  support  of  curi-eiit  operations 
they  may  adopt  one  of  the  systematic  plans  outlined  before.  This 
ajiswer  implies:  (1)  an  endowment  contribution  compatible  with  poli- 
cies toward  improved  investment  performance,  and  (S)  a workable 
compromise  between  provision  for  the  present  (support  of  current 
operations)  and  provision  for  the  future  (build-up  of  endowment). 

_ Conipreliensive  (yield  and  appropriated  capital  gain)  support, 
involving  systematic  withdrawal  of  endowment  principal,  is  a counter- 
part of  ‘ b^t”  perfoiinance,  pennitting  endowment  divei’sification  on 
the  guidelines  of  “best”  performance.  But  exclusive  yield  support  is 
not  compatible  with  policies  toward  improved  investment  performance. 
If  a modus  operandi  of  exclusive  yield  support  prevails  and  if  the 
n^d  for  current  revenue  (exclusively  yield)  from  endowment  is  a 
hirge  demand,  then  management  may  well  have  to  diversify  the  port- 
folio at  a yield  exceeding  the  dictates  of  “best”  performance:  that  is, 
1‘educe  unduly  the  asset-holding  for  capita-1  gain  and  therefore  the 
investment  return  (yield  and  capital  gain  together). 

^ Comprehensive  endowment  support  may  pemit  (encourage)  finan- 
cially an  improved  educational  quality  and/or  institutional  position 
that  attracts  (generates  and  enhances)  both  gift  support  of  cuiTent 
operations  and  donations  to  endowment,  and  also  gift  support  of  capi- 
tal outlays.  To  this  extent  the  endowment  support  of  current  oper- 
ations is  also  provision  for  the  future. 

But  a system  of  support  including  withdrawal  of  principal  is  imme- 
diately .competitive  with  the  build-up  of  endowment,  because  the  sys- 
tem^  (i)  cuts  back  the  endowment  growth : the  larger  the  appropriated 
capital  gain  (marginal  provision  for  the  present),  the  larger  the  cut- 
back on  provision  for  the  future.  It  also  (2)  provides  a mairnitude  of 
current  support  subject  to  sacrifice  (curtailment)  on  behalf  of  the 
biiild-up  of  endowment:  the  larger  the  build-up  (provision  for  the 
future) , the  larger  the  curtailment  of  financial  resources  for  current 
operations. 

Systematic  endowment  support  of  current  operations  is  therefore  a 
comproml^  between  provision  for  the  present  and  provision  for  the 
future.  'Kiis  compromise  involves  the  “financial  plight”  of  the  present, 
a plight  iustifying  ample  comprehensive  (yield  and  appropriated  cap- 
ital gam)  support  of  operations. 


IV.  GROUNDS  FOR  APPROPRIATION  OF  CAPITAL  GAIN 

The  case  for  ample  comprehensive  support  of  current  operations 
has  the  following  sketch  (headings)  : an  urgent  needs  profile;  satis- 
faction^ of  needs  through  coverage  of  the  gap  between  operating 
expenditures  and  revenue  from  students;  upward  pressures  on  oper- 
ating  expense ; the  gap  between  expenditures  and  revenue  from  sources 
other  than  endowment ; drainage  of  yield  through  investment  favor- 
ing capital  gain;  compensatory  appropriation  of  capital  gain. 

UTff67it  7i66ds^  profile, — ^The  o^oing  and  expanding  need  for  ade- 
quate resources  in  current  operation's,  has  financial  dimensions,  but  also 
perfonnance  (behavioral)  commitmients  setting  out  what  should  be 
done  (goals  and  priorities),  quality  expectations,  and  workable  qual- 
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ity  standards.  These  concerns  apply  essentially  to  educational  per- 
formance, ;^et  bilaterally  also  to  the  college’s  “style  of  life,”  where 
its  residential,  cultural,  and  extracurricular  features  interlock  with 
education.  Performance  commitments,  involving  accommodation  of 
goals  and  priorities  to  financial  realities,  reflect  attitudes  envision- 
ing education  at  improved  quality  or  at  a less  demanding  per- 
spective. 

An  Urgent  Needs  Profile  should  portray  need  in  both  behavioral 
terms  and  financial  dimensions:  (i)  long-range  goals  (comprehen- 
sive planning)  for  current  operations,  facilities,  endowment,  etc. ; {2) 
short-run  and  immediate  priorities  (budgeting) ; {8)  layout  of  “ur- 
gent current  needs’’  (emphasizing  operations) ; (^)  a record  of  achieve- 
ments (toward  priorities) « The  layout  of  “urgent  current  needs”  is 
two-fold:  (a)  a schedule  of  needs  specifically  within  currently-budg- 
eted operating  expense,  and  (5)  a budget  analysis  differentiating 
(ranlang)  the  additional  needs  excluded  from  the  Budget  for  Cur- 
rent Operations  upon  lack  of  financial  feasibility : that  is,  additional 
needs  that  would  be  brought  within  the  Budget  at  each  of  several  po- 
tential levels  of  operating  expense  above  tliat  actually  projected. 

Within  the  development  office  the  Profile’s  counterpart  is  the  Gifts 
Prospectus  (fonnal  or  informal)  and  the  Grant  Application.  But 
generally  its  counterpait  is  the  fiscal-year  Budget  for  Current  Opera- 
tions, where  the  layout  of  “urgent  current  needs”  comes  down  to  oper- 
atiiig  expense,  operating  revenue,  and  the  adequacy  of  financial  re- 
sources for  significant  progress  within  the  goals  and  priorities. 

O'pcrating-e^'peTise/ operating-revenue  gaps, — Adequacy  of  financial 
resources  for  current  operations  has  complex  revenue  (income)  dimen- 
sions, mainly : tuition  and  related  fees ; revenues  from  miscellaneous 
sources  (and  governmental  appropriations  to  public  institutions) ; 
room  and  board  charges  and  oflier  revenues  related  to  auxiliary  en- 
terprises; endowment  income;  and  the  large  remainder  (actiuil  and/ 
or  desirable)  of  current  operating  revenue  derived  from  gifts. 

At  a standard^  (normative)  two-semester  or  other  academic-year 
avomge  of  full-time  students,  the  tuition  fee  usually  covers  no  more 
than  a fradbion  (e,g.,  two-thirds)  of  the  educational  cost  (allocation 
of  educational  and  general  operating  expense)  of  each  student.  At  the 
usual  projection  and  outcome,  barring  accidents,  annual  increase  in 
fees  (such  as  in  a comprehensive  charge  including  tuition  and  related 
fees,  room  charge,  and  board  charge)  produces  additional  revenue  suf- 
ficient to  cover  but  a fraction  (e.g.,  three-fifths)  of  annual  increase  in 
operating  expenditures.  Be  venue  from  students,  either  as  budgeted 
(projection)  or  as  realized  (actual),  is  usually  insufficient  to  cover 
operating  expenditures.  Bevenue  from  other  sources,  filling  out  the 
shortage,  must  countervail  special  influences  such  as  the  typical  lao-  of 
increased  tuition  behind  increased  expenditures  and  any  deficit  in*^ad- 
mission  (number)  of  neAv  students  or  excess  in  attrition  of  students 
previously  enrolled. 

Bevenue  from  sources  other  than  students  must  therefore  be  “ade- 
quate” to  have  adequacy  of  financial  resources  (full  coverage  of  ex- 
pense) for  current  operations.  This  revenue  must  close  the  difference 
between  total  operating  expenditures  and  some  part  of  that  total 
covered  by  revenue  from  students*  that  is,  the  operating-expense/ 
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revemiG-from-studGnU  gajK  0 tlier  operati ng-expeiise/operating-re- 
venue  gaps,  such  as  the  shortage  of  revenue  from  sources  other  tlian 
gifts  or  fpm  sources  other  than  gifts  and  endowment,  similarly  indi- 
cate the  iinanoial  requirements  for  current  satisfaction  of  needs. 

. At  any  level  of  operating  expense  and  lower  level  of  reA^enue  from 
.stated  sources,  the  gap-filling  revenue  must  be  “adequate”  to  have  ade- 
quacy of  Ihmncial  resources  (full  coverage  of  expense)  for  current 
operations.  This  imperative  pertains  to  financial  feasibility  from  any 
-one  of  three, standpoints:  {!)  budget  reali^iation  (actual  outcome), 
revenue  covering  expense;  (^)  budget  projection,  expected  revenue 
covering  expected  operating  expense;  or  {3)  budget  ditrereutiatiou 
(hypothesis) , expected  revenue  falling  at  a shortage  below  prospective 
ex|)ense  if  additional  urgent  needs  were  brought  witliiu  current  op- 
erations: that  is,  {3)  if  a margin  of  additional  urgent  needs  has  been 
•satisfied  (rather  than  sacrificed)  within  the  Budget  for  Current  Op- 
erations, a margin  of  additional  revenue  would  have  been  required  for 
full  coverage  of  the  prospective  operating  expense.  This  additional 
-iwenue  (hypothetical)  measures  an  inadequacy  of  resources  to  get  the 
additional  urgent  needs, 

Where  from  the  standpoint  of  [1)  budget  realization  (actual  out- 
come), or  (^)  budget  projection,  the  gap-iilliiig  revenue  does  not  bring 
total  revenue  up  to  a leA^el  matching  total  expense,  the  operating  de- 
ficit i)iiplies  additional  financing.  Tiiis  additional  financing  measures 
an  inadequacy  of  financial  resources  for  current  operations,  though  mi 
inadequacy  le&s  damaging  tlian  Jack  of  re.sources  to  make  .significant 
progre.ss  within  the  goals  and  priorities  of  the  Urgent  Needs  Profile. 

L' pward  prcssurcfi  on  op(yr(ithuj  exi)Gme, — At  any  budgeted  leA^el  of 
operating  expense  and  lower  ])rojeefed  level  of  revenue  froin  students 
and/or  other  sources,  the  dift'ereuce  (gap)  between  levels  is  lusually 
wider  than  coinparable  difl'erenees  in  previous  Budgets.  Moreover, 
the  usual  outlook  envisions  enlargement,  rather  than  stabilization  or 
reduction,  of  the  gap.  The  grounds  for  tliis  outlook  are  compelling  in 
most  colleges  and  nniyersities;  tliat  is,  both  “inflation”  and  the  con- 
tinual pressures  to  bring  additional  urgent  needs  within  the  Budget 
are  inaj  or  expense-increasing  influences. 

Both  “inflation”  and  these  pres.su res  from  the  Urgent  Needs  Pro- 
file are  major  gap- widening  influences,  toi>;ether  with  the  typical  lag 
of  increased  revenue  (from  students,  mi. seel  la  neons  sources,  gifts,  and/ 
or  endowment)  behind  increased  exj^enditures.  In  numerous  colleges 
the  increased  gifts,  consisting  of  ail  receipts  regardless  of  designa- 
tion, liavo  out])aced  increased  expenditures.  And  in  some  cases  the  out- 
look may  prudentl}^  envision  incri  used  gifts  sufficient  to  stabilize  the 
opG vatin  g-GXj^G^xse/fev cv v e-cxeept-from “gifts  gap , especial  1 y i f the 
outlook  also  prudently  envisions  eiulowinejit  as  a source  of  hicz’cased 
revenue.  But  notwithstanding  that  increased  gifts  haA^e  frequently 
outpaced  increased  expenditures,  the  drainage  of  gifts  into  endoAv- 
rneiit,  into  plant  funds  (capital  outlay),  and  into  grantor-.specificed 
pmovation  (special  projects),  has  contributed  to  the  typical  lag  of 
incvea.sed  gifts  revenue  behind  increased  expenditures. 

OpGratmg-GXpGnsG/revGmiG^excGpt^fvom-endoioinGnt  gap. — Revenue 
from  endoAvinent,  like  any  other  revenue  (e.g.,  from  gifts),  is  a 
gap-filling  infloAv  of  resources  that  may  be;  (/)  measured  as  actual 
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outcome  for  a fiscal  year;  (.^)  projected  in  tJie  Budget,  and  perhaps 
considered  a potentially  larger  revenue  countervailing  any  budgeted 
oj^erating  delicit;  or  (3)  considered  a i^otentially  increased  revenue 
peiinitthig. satisfaction  of  a margin  of  additional  urgent  needs  and/or 
countervailing  ^‘inflation.”  The  usual  outlook  envisions  enlargement 
of  the  diherence  (gap)  between  total  operating  expenditures  and  some 
part  of  that  total  covered  by  rei venue  from  sources  other  than  endow- 
ment. The  adoption  of  j^olicies  to  make  endowment  a source  of  in- 
creased revenue  complemeiits  this  outlook. 

The  opemtiag-expense /revenue- except- from-cndoiome7it  gap  de- 
mands a filling-out  (coverage)  from  among  several  alternatives:  (7) 
an  increased  yield  coverage  and/or  (i^)  an  increased  (or  initiated) 
capital  gain  coverage;  or  these  measures  failing,  (.?)  reduced  operat- 
ing expenditures,  cuttingback  the  gap;  or  temporarily,  (Jj,)  emergency 
financing,  such  as  borrowing  or  forward  use  of  current  funds.  But 
increased  }*ield  coverage  is  adverse  to  investment  favoring  capital 
gain. 

Dmhxagc  of  yield  favoring  capital  gain, — Ee^'enue  from  endow- 
ment is  subject  to  investment  policy  that  may,  and  usually  does,  sacri- 
fice considerable  yield  (the  traditional  endowment  income)  in  favor  of 
caj)ital  gain  fi*oiii  rising*  securities  prices.  Substantial  endowment 
holdings  consist  of  securities  having  a strong  potential  for  capital 
gain,  rather  than  securities  having  high  yield  rates.  The  drainage  of 
yield  may  well  be  at  a significant  ratio  (e.g.,  one-half)  to  yield 
i’calized.  This  prevalent  investment  policy,  together  with  a inodus 
opcrancli  of  exchisive  “yield  support,’-  is  therefore  a significant  infiu- 
euce  (7)  reducing  the  magnitude  of  endowment  income  as  a gap-filling 
revenue,  and  (^)  increasing  the  need  for  ciUTent  operating  re^^elnle 
derived  from  gifts.  Investment  policy  favoring  capital  gain,  though 
])eneficial,  may  well  increase  the  burden  of  closing  the  operating- 
expense/revenue-from-students  gap. 

Compensatory  appropriation  of  capital  gain, — The  typical  posture 
of  the  Administration  is  that  the  college,  providing  for  the  educational 
present,  should  have  redress  for  the  drainage  of  yield.  A.  system  of 
comprehensive  (yield  and  appropriated  capital  gain)  suppoi-t  of  cur- 
rent operations  provides  this  redress. 


V.  STRUCTURE  OF  ENDOWMENT  FUNDS 

A system  of  comprehensive  support  of  current  operations  is  com- 
patible with  segregated  funds  having  individually  their  own  special 
conditions  of  management.  But  an  endowment  merger  (investment 
pool)  is  the  locale  most  congenial  to  systematic  support  including  both 
yield  and  appropriated  capital  gain  (withdrawal  of  principal).  The 
'merged  fund  may  be  set  aside  on  two  criteria  : its  eligibility  for  use 
of  yield  and  withdrawal  of  princip*al;  and  its  exemption  from  re- 
stnunfsdeinancliiigaeontiiiuai  aceoiuiting  of  sizes  ( values)  of  merged 
shares  and  a cori*esponding  pro  rata  assignment  of  income  and/or 
other  benefits  to  specific  imrposes. 

Endowment  funds  have  various  conditions  that  may  be  legally 
and/or  ethically  restrictive.  These  conditions  define,  limit,  or  influence 
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matters  such  as : (i)  form  of  asset-holding  and  degree  of  flexibility  of 
management  to  shift  investment;  (^)  ability  to  detach  capital  gain 
from  parent  principal,  and  to  manage  capital  gain;  {S)  potential  for 
use  of  yield  and  withdrawal  (use)  of  principal.  Upon  analysis  of  con- 
ditions germane  to  each  part  of  the  endowment,  funds  may  be  classifled 
(with  any  appropriate  subclassiflcation)  as  follows: 

1.  Eestricted  by  donor’s  terms  making  principal  inviolable  (tem- 
porarily or  permanently)  and  conflning  use  of  yield  to  speciflc  purposes 
(rather  thtin  freeing  yield  for  general  endowment  income) . 

2.  Eestricted  by  donor’s  terms  conflning  use  of  yield  to  specific 
purpo^s  and  conspting  only  conditionally  to  use  of  priucipal  : e.g., 
confining  use  of  principal  to  specific  purposes,  or  confining  witl'^drawal 
of  principal  to  ap2:>ropriated  capital  gain. 

3.  Eestricted  by  donor’s  terms  confining  use  of  yield  to  speciflc  pur- 
poses, but  open  -to  unrestricted  use  of  principal. 

4.  Eestricted  by  donor’s  terms  making  principal  inviolable,  but  open 
to  unrestricted  use  of  yield. 

5.  Eestricted  by  donor’s  terms  consenting  only  conditionally  to  use 
of  principal,  but  open  to  unrestricted  use  of  yield. 

6.  Open  to  unrestricted  use  both  of  yield  and  of  principal. 

The  Trustees  (corporation)  may  have  acted  at  times  as  quasi  donor, 
allocating  unrestricted  gifts,  grants,  or  bequests  to  endowment  or  dis- 
tributing assets  from  current  funds  to  endowment.  Funds  (func- 
tioning as  endowment)  derived  from  this  source  may  be  similarly 
classiffed  (by  the  Trustees’  terms,  if  any).  However,  any  restrictive 
conditions  are  at  most  ethical  ratlier  than  legal  obligations ; tliat  is, 
what  tlie  Trustees  (corporation)  have  given  to  this  preserve  (endow- 
ment), tlie  Tnistees  may  take  away.  E-thical  obligation  restrictive  of 
funds  originating  upon  quasi  donation  is  highly  unusual,  and  if  it 
exists,  is  probably  fuzzy.  Classificiation  is  therefore  unimportant, 
except  where  a tie-in  to  donor’s  terms  makes  it  essential  or  expedient : 
that  is,  wdiere  by  reason  of  a previous  mingling  of  donations  and 
Ti'ustees’  appropriations,  funds  functioning  as  endowment  are  not 
legally,  readily,  or  equitably  separable.  Funds  functioning  as  endow- 
ment  are  usually  open  to  imrestricted  use  both  of  yield  and  of 
principal. 

Classification  of  endowment  funds  may  be  difficult,  because:  (1) 
disentanglement  of  a previous  pooling  or  mingling  of  funds  may  pre- 
sent accounting  and/or  legal  problems;  (^)  donor’s  terms  or  intent 
may  be  imprecise  or  ambiguous;  (S)  donor’s  old  stipulations  may  be 
at  some  degree  impractical  educationally  and/or  financially,  and 
therefore  less  binding  than  donor’s  terms  imply.  However,  the  typical 
endowment  structure  is  probably  such  that  the  following  three  views 
a^  reliable,  each  indicating  that  the  Trustees  have  a veiy  substantial 
discretion  and  flexibility  in  asset-holding,  management  and  appro- 
priation of  capital  gain,  and  withdrawal  (use)  of  principal : 

. Legal  restraints  are  less  binding  tlian  the  Trustees  commonly 
suppose.^®* 

2.  Ethical  obligations,  at  a decent  consistency  with  legal  duties,  are 
less  compelling  than  the  Trustees  commonly  affirm. 


wa  See  Cary  and  Bright,  The  Lmo  and  the  Lore  of  Endoioment  Funds. 
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The  specific  purpose  (restrictive  stipulation)  expressed  in  donor  s 
terms  may  be  out-of-date : that  is,  either  obsolete  or  no  longer  viable. 
The  financial  capability  of  a fund  may  be  inadequate  to  support  the 
stipulated  purposes.  Yields  (similarly  to  designated  gifts)^  restricted 
as  to  purpose,  but  lacking  an  express  directive  that  the  equivalent  ex- 
penditure be  above  some  budget  level,  may  fit  re^ulaiiy-budgeted 
uses  (purposes),  and  therefore  be  unrestricted  functionally  but 
relevant  pro  forma  to  donor’s  purpose.  Ethics  in  circumstances  such 
as  these  are  not  Machiavellian  when  they  are  no  more  demanding  than 
legal  obligations,  at  points  where  the  law  avoids  giving  donor’s  terms 
a sacrosanct  longevity  or  donor’s  intent  a strict  constiuction. 

3.  Within  many  endowments  the  magnitude  of  unrestricted  funds 
is  sufficiently  large  that  the  Trustees  (together  with  management)  can 
get  an  improved  investment  performance,  and  an  improved  endow- 
ment support  of  current  operations,  as  feasibly  as  they  could  were  the 
endowment  fully  unrestricted:  that  is,  the  magnitude  of  restricted 
funds  may  well  not  obstruct  improvement;  the  flexibility  may  be  suf- 
ficient to  get  about  the  same  endowment  diversification  (balance  -among 
alternative  asset-holding  opportunities),  and  about  the  same  compre- 
hensive support,  that  would  (should)  be  adopted  were  the  endowment 
fully  unrestricted. 

This  similarity  of  prospective  results  depends  upon;  (1)  tlie  magni- 
tude of  asset-holding  that  would  (should)  be  required  to  serve  aveision 
to  risk  (limiting  capital  gain  in  the  investment  perfonnance)  and 
aversion  to  appropriated  capital  gain  (favoring  build-up  of  endow- 
ment) ; and  (^)  the  restricted  funds  that  would  be  committed  to  relief 
of  these  aversions,  but  to  a degree  short  of  the  magnitude  required . 
and  the  supplemental  margin  of  unrestricted  funds  also  committed.  But 
if  the  endowment  were  fully  unrestricted,  the  additional  (substituted) 
unrestricted  funds  would  similarly  serve  the  aversion  to  risk  and  the 
aversion  to  appropriated  capital  gain : that  is,  increase  of  unrestricted 
funds  and  decrease  of  restricted  funds  would  not  be  necessary  to  get 
improved  investment  performance  and  improved  endowment  support 
of  current  operations. 


VI.  SHORTAGE  OF  CURRENT  REVENUE 

A persuasive  case  for  increased  endowment  support  of  current  oper- 
ations (and  for  increased  ^fts  support)  must  have  effective  docu- 
mentation, such  as:  (1)  an  Urgent  Needs  Profile,  setting  out  goals  and 
priorities  and  emphasizing  needs  both  in  behavioral  terms  and  in 
matching  cost  or  financial  terms;  (2)  the  Budget  for  Current  Opera- 
tions, supplemented  by  the  Plant  Funds  Budget  for  capital  outlays; 
(S)  a Financial  Prospectus,  (a)  projecting  gifts,  giants,  oequests,  etc., 
and  the  allocation  of  these  receipts,  (h)  extending  budget  estimates  to 
future  years  and  situations,  and  (c)  outlining  financial  alternatives 
and  potentials.  The  evidence  and  analysis  must  indicate  any  present 
and  prospective  shortage  of  current  revenue,  relative  to  the  need  for 
revenue  and  the  supportive  strength  of  sources  other  than  endowment. 

In  a particular  case  (college)  the  shoii:age  of  current  revenue  is  a 
situation  proportionate  to  several  major  determinants : feasibility  of 
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needs,  supportive  strength  of  revenue  sources,  reduction  of  operating 
expense,  and  emergency  Hnancing.  The  ongoing.and  expanding  need 
for  adequate  resources  in  current  operations  confronts  these  limits. 

Feasibility  of  needs. — An  Urgent  Needs  Profile,  a Financial  Pros- 
pectus, indeed  any  workable  conception  of  shortage  of  current  revenue, 
should  acknowledge  that  educational  quality,  like  other  good  things, 
involves  benefits  at  sacrifice.  At  any  quality  level,  compared  with  an 
alternative  lower  level,  the  educational  performance, requires  increased 
costs  and,  correspoiidingly,  incieased  financial  coverage  dr  else  sacri- 
fices some  other  place.  Any  selective  improvement  of  educational  qual- 
ity, or  extension  of  educational  service,  similarly  involves  benefits  at 
sacrifice.  The  “desirable”  should  not  be  confused  with  the  “feasible.” 
These  financial  realities  enjoin  every  college  to  perceive  limits  beyond 
which  it  will  not,  because  it  cannot,  have  “better”  education  and/or 
“better”  style  of  life. 

Planning  and  budgeting  typically  look  upward  to  an  elevation  of 
achievement,  prospectively  alongside  “inflation.”.  But  if  education  at 
improved  quality  is  not  a feasible  alternative,  the  college  may  have  to 
set  its  sights  on  education  at  maintained  quality  or  at  another  work- 
able minimum.  In  a particular  case  the  ongoing  and  expanding  need 
for  adequate  re^^ources  has  (should  have)  this  realistic  orientation, 
prompting  attitudes  conducive  to  attainable  goals  and  priorities.  Pru- 
dent attitudes  temper  the  upward  pressures  on  operating  expense  and 
therefore  tend  to  mitigate  the  expansive  pressures  on  operating- 
expense/operating-revenue  gaps.  . 

Prichng  education  at  ' charges  below  cost. — CoiiYentionally,  or. 
grounds  of  general  welfare  (social  values),  state  colleges  and  univer- 
sities olFer  education  at  low  tuition  and  related  fees : that  is,  at  charges 
not  only  below  the  cost  of  serving  the  student,  but  also  sufficiently  in- 
expensive to  be  (seem)  reasonabl}^  akin  to  the  historic  free  tuition  in 
public  education.  On  grounds  of  personal  benefit  (private  advantages) , 
together  with  shortage  of  state  appropriations,  students  now  pay  some 
fraction  of  educational  cost,  though  public  support  carries  the  bulk 
of  this  cost  burden. 

Students  at  four-year  public  colleges  tyifically  (except  in  the  least 
costly  Southeast)  pay  room  and  board  expenses  ranging  (1968-69 
academic  year)  from  about  $800  to  above  $900,  the  West  aivf Southwest 
haying  the  liigh  average  expense  and  the  Northeast  and  the  Midwest 
having  lower  averages.  Students  at  four-year  private  colleges  pay 
more,  averaging  (all  regions  combined)  more  than  $100  additional. 
Tuition  and  related  fees  for  the  full-time  student  in  private  colleges 
average  out  at  about  one  and  one-half  (150%)  times  room  and  board, 
expense.  But  tuition  (in-state)  and  fees  in  public  colleges  average  out 
at  less  than  one-half  (50%)  of  room  and  board  expense.^^  • 

Private  colleges  and  universities  usually  set  their  charges  below  cost, 
though  at  a. cost  coverage  substantially  larger  than  the  typical  frac- 
tions of  cost  demanded  of  students  in  the  pricing  of  public  education. 
Private  colleges  carry  on  this  pricing  to  attract  enrollment,  to  pro- 
mote selective  composition  (talents,  wealth  and  income  positions,  and 

National  Merit  Scholarship  Quallf.yJng  Test  participants,  Spring 
19G9  (Science  Reseurch  Associates,  luc.,  3 909 ),  pp.  23-25.  i » i 
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other  diA'crse  or  uniform  characteristics)  of  the  studoit  body,  and  to 
advance  institutional  welfare  (college  preferences),  concerning  the 
college’s  special  responsibilities  and  its  own  being  (posture  and 
strength)  as  agoing  concern. 

Pricing  private  education  at  charges  below  cost  therefore  represents 
several  adaptations:  (/)  competitive  response  to  low  tuition  and  re- 
lated fees  for  public  education;  (^)  competitive  response  to  charges, 
quality  of  services,  and  other  inducements  oflered  by  private  college.^, 
especially  by  rivals  for  similar  student  characteristics;  (r5)  adjnst- 
nicnt  (re.sponse)  to  student  inability  to  pay  full  cost  coverage,  where 
the  college  seeks  selective  composition  of  the  student  body  but  confronts 
short  supply  of  students  who  have  ability  to  pay  as  well  as  preferred 
qiialilications;  (^)  reliance  on  revenue  derived  from  gifts  and  revenue 
from  endowment  to  sustain  (cost  coverage)  a substantial  margin  of 
educational  quality,  of  scholarship  assistance,  and/or  other  requisites 
of  institutional  welfare  (college  preferences).  Decisions  regarding 
charges  involve  (5)  adjustment  to  projections  of  demand  (price  alter- 
natives and  related  enrollments)  and  operating  expense. 

These  pnrpose.s  and  adaptations  are  the  major  deicnninants  of  pric- 
ing at  charges  below  cost.  They  also  restrict  a private  college’.s  upward 
range  for  annnal  incrca.se  (o.g.,  the  typical  5 percent  annual  increase) 
of  tuition  and  related  fees  or  for  an  addition  to  a coinprehensive 
char«*e:  that  is,  the  potential  for  elevation  of  charges  as  indicatctl 
(initial  approximation)  by  the  upward  movement  of  personal  (dis- 
po.sable)  incomes. 

A private  collegers  ability  to  establish  an  increase  of  chargc.s,  or  per- 
liap.s  to  come  closer  to  charges  at  full  cost  coverage,  is  closely  related 
to  tJic  after-taxes  purcliasing  power  of  pcrsoirs  and  lionseholds  corre- 
sponding (wealth  and  income  terms  and  location)  to  the  background 
of  the  student  body.  Any  upward  movement  of  financial  (scliolar.sliip. 
grant-in-aid.  loan)  assistance  from  governmental  or  other  external 
source.s,  or  any  significant  action  by  public  institutions  increasing  their 
charges  and  iiarrowing  the  difTerential  (expeiisivencss)  between  ]niblic 
and  private  education,  is  a collateral  influence  that  also  enhances  the 
opportunity  for  increase  of  charges.  Pricing  close  to  full  cost  coverage 
tends  to  be  oasio.st,  however,  wliore  education  is  streamlined  and  a 
clientele  (students)  has  high  ability  to  pay  but  low  admissibility  else- 
where or  other  immobility. 

The  pricing  of  education  at  charges  below  cost  may  well  allocate 
resources  inclliciontly.'"  This  practice  involves  collective  (though  not 
collusive)  behavior  fi*oin  which  the  individual  private  college  acting 
alone  cannot  e.xtricate  itself.  Insofar  as'a  college  has  either  mi.sjudgetl 
or  undcrcxploited  its  o])portnnity  to  increase  tuition  and  related  fees, 
it  may  nio\  e closer  to  chaiges  at  full  cost  coverage.  But  the  ])re vailing 
opinion  among  those  who  do  the  pricing  is  that  significant  iiidependcnt 
(coniitervailing)  action,  beyond  the  relatively  high  expeiisivencss  and 
typical  annual  iiicv  .ocs  of  tuition  and  related  foes  in  private  educa- 
tion, is  too  risky  financially.  Further,  the  2)rcwailiiig  belief  is  tliat  the 
college  should  (imstitutional  welfare  and/or  social  values)  price  ediu;a- 

Tlioodorp  W.  .Schultz.  “Uosourco.s  for  IIlRhor  Uducntlou:  An  Kconumlst'H  View/’ 
Journal  oj  PoUttcal  70  (Maj/.Tune  3908),  327-47. 
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tion  at  charges  below  cost.  In  a particular  case  the  ongoing  and  expand- 
ing need  for  adequate  resources  endures  this  constraint  on  revenue  from 
students. 

Divmion  of  gifts  from  operating  revenue. — Competitive  societal 
demands  may  well  make  sharp  inroads  on  future  enlargements  of  the 
gifts  inflow  to  private  colleges.  Further,  witliin  a college,  gifts  are 
subject  to  donor’s  stipulation  or  the  Trustees’  decision  as  to  use.  These 
receipts  (or  the  equivalent)  may  go  for  support  of  current  opera- 
tions or  to  an  alternative  use  such  as  endowment  or  capital  outlay. 
Operating  revenue  derived  from  gifts  may  therefore  be  cut  back  in 
favor  of  distribution  to  endowment  and/or  plant  funds  (immediate 
source  of  capital  outlay  for  construction  projects) . 

Competitive  internal  demands  on  financial  resources. — Plant  funds 
policy  may,  and  usually  does,  sacrifice  operating  revenue  in  favor  of 
capital  outlay,  increasing  the  burden  of  closing  the  operating  ex- 
pense/revenue-from-students  gap.  This  sacrifice  occurs  upon  distri- 
bution of  gifts  directly  to  plant  funds  and/or  upon  transfer  of  current 
funds  to  plant  funds.  Distribution  directly  to  plant  funds  diverts  gifts 
from  current  funds  (initially,  from  current  funds  revenue)  and  there: 
fore  from^  current  operating  revenue.  Assignment  of  current  funds 
revenue  (initially,  transfer  of  current  funds)  to  plant  funds  reduces 
the  current  revenue  for  operations. 

Investment  is  another  institutional  performance  that  puts  a com- 
petitive demand^  on  financial  resources.  Investment  policy,  tliougli 
beneficially  seeking  the  ‘‘best”  performance,  drains  yield  from  the 
financing  of  current  operations.  Unless  the  drainage  of  yield  is  offset, 
it  usually  increases  the  burden  of  closing  the  operating-expense/rev- 
enue-from-students  gap:  that  is,  it  reduces  the  supportive  strength  of 
revenue  sources. 

Instability  of  revenue. — Instability  of  revenue  also  increases  the 
burden  of  closing  the  operating-expense/revenue-from-students  gap. 
Gifts  (receipts  without  regard  to  designation)  and  operating  revenue 
derived  from  gifts  are  subject  to  upward  or  downward  escalation 
from  nunierous  influences  apart  from  the  activity  and  quality  of  the 
fund-raising  (gifts)  effort.  Similarly,  all  other  revenue  flows  are  ex- 
posed to  variation,  a hazard  (at  times  a harsh  fact)  springing  from 
influences  outside  the  college  and  decisions  within. 

Misestimate  in  Alongside  the  instability  of  i-evenue, 

another  hazard  (at  times  a hai’sh  fact)  affects  the  adequacy  of  re- 
sources  for  current  operations:  that  is,  overestimate  of  revenue  to 
varying  degrees  and/or  underestimate  (and  jierhaps  undercontrol) 
of  cxpenditiu-e.  Actual  revenue  flows  during  a fiscal  year  may  fall 
short  of  budget  projections  (forecasts).  But  actual  expenditures  and 
commitments  occur  on  the  projections. 

Rcmtwnxic  to  rcxhiced  expenditures. — Reduction  of  operating-  ex- 
penditures (mainly  on  lowered  budget  projections)  counteracts  short- 
age of  current  revenue  but  usually  within  narrow  limits:  that  is,  (1) 
where  a margin  of  reduced  expenditures  enforces  rairraiigeiiieiit.s  of 
teaching  and  learning  without  endangering  educational  quality  but 
at  economy  of  tinio  to  faculty  and  students,  and  (3)  where  the  burden 
of  retrenchment  is  on  “stylo  of  life”  without  endangering  the  reciproc- 
ity of  good  cultural  quality  and  good  academic  quality.  Indeed  the 
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reduced  expenditures  may  be  conducive  to  educational  improvement 
in  each  case.  But  (<?)  where  reduction  of  operating  expenditures  is  a 
gross  substitute  for  inadequate  supportive  strength  of  revenue  sources, 
it  is  an  option  adverse  to  education  at  improved  quality  or  at  main- 
tained quality. 

Eesistance  to  reduced  expenditures  has  a protective,  perhaps  a hard- 
ening, effect  on  shoitage  of  current  revenue.  Yet,  unless  a college  must 
set  its  sights  on  education  at  a minimum  less  tlian  maintained  quality, 
reduction  of  expenditures  is  not  a highly  promising  weapon  against 
a shortage.  Beth  “inflation”  and  the  prevalence  of  urgent  needs  and 
innovation  deter  this  means  of  cutting  back  the  operating-expense/ 
operating-revenue  gap. 

Emergency  fmanGing. — Emergency  borrowing  and  emergency  drain- 
age of  endowment  are  measures  sustaining  shortage  of  current  revenue. 
But  they  are  poor  expedients  at  once  onerous  financially  and  uncon- 
structive  toward  sound  adequacy  of  resources  for  current  operations. 
The  Trustees  may  reluctantly  endorse  borrowing  (usually  the  pre- 
ferred expedient)  on  grounds  such  as  “marking  time”  in  anticipation 
of  enlarged  revenue  from  students,  donors,  or  other  sources,  or  “smooth- 
ing transition”  to  reduced  expenditures.  If  they  endoi^se  emergency 
withdrawal  of  endowment  principal,  the  Trustees  may  well  require 
demonstrable  ad\'ant age  of  this  alternative  over  borrowing,  as  well  ns 
demonstrable  inability  of  the  college  to  get  emergency  relief  (revenue) 
from  gifts  on  special  appeal  to  alumni  and  other  donors. 

Need  for  optimum  mpportivc  strength  of  revenue  sources. — Short- 
age of  current  revenue  is  a situation  responding  to  several  major  in- 
fluences; feasibility  of  needs;  priving  education  at  charges  below  cost; 
inadequate  supportive  strength  of  revenue  souix^es;  resistance  to  re- 
duced expenditures;  and  emergency  financing.  This  situation  differs 
(local  characteristics  and  dimensious)  from  one  particular  case  (col- 
lege) to  another.  It  demands  of  most  colleges  the  remedial  action  that 
achieves  optimum  supportive  strength  of  revenue  sources. 


VII.  PROVISION  FOR  THE  PRESENT  v.  PROVISION  FOR 

THE  FUTURE 

Shortage  of  current  revenue,  compelling  remedial  action,  shows  up 
in  the  operatiug-expense/openiting-revenuc  gaps.  But  (i)  reduction 
of  operating  exponciiturcs,  cutting  oack  a gap,  is  not  a frontline  mea- 
sure. Although  (2)  increased  revenue  froui  students  must  bo  the 
mainstay  of  resources  in  current  operations,  it  must  confront  the  limi- 
tative realities  of  pricing  below  cost,  and  prospectively  it  is  insufli- 
cioutly  remedial.  Further  («?)  increased  yield  from  endowment  is  ad- 
verse to  the  best  investment  performance;  that  is,  to  investment  favor- 
ing capital  gain,  unless  the  best  performance  happens  to  require  in- 
creasen  yieki. 

Optinnun  supportive  strength  of  reveiiiio  sources  depends  upon  both 
(4)  increased  revenue  derived  from  gifts  and  (5)  coinprelionsivo 
(yield  and  appropriat^nl  capital  gain)  support  from  endowment.  In 
the  fund-raising  (gifts)  effort,  education  at  improved  qjiality  is  ft 
viable  magnet  cliawing  g'fts,  grants,  and  bequests  to  tlic  college.  Edu- 
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c«ational  iinprovenient  liel])s  «*enerate  tlie  capacity  to  finance  it.  Ke- 
cluced  operating  expenditures  at  the  sacrifice  of  educational  quality 
iirc  therefore  at  tlie  sacrifice  of  fund-i’aisiiig  (drifts)  productivity  and 
at  tile  sacrifice  of  developmental  capacity. 

In  the  in  vestment  performance,  where  ]K)licies  are  conducive  to 
increased  investment  return  coinhinina*  yield  and  capital  ^ain,  the 
.sacrifice  (drainage)  of  yield  may  well  be  at  an  amount  (margin) 
sulliciently  larire  to  be  equivalent  to  budget-balancing  capacity:  that 
is,  if  the  portfolio  wei’c  realigned  to  get  an  increased  ]>ro])ortion  of 
high-yield  seciu’ities.  Tlie  typical  posture  of  tiie  Administration  is 
that  capital  gain  should  he  systematically  appropriated  to  the  financ- 
ing of  current  operations,  as  a compensatory  substitute  for  theluRlget- 
balancing  resources  given  up,  This  matter-of-fact  plea  is  not,  howe  ver, 
the  breadth  and  depth  of  the  persuasive  case  for  systematic  com  prehen- 
si  vo  (yield  and  appropriated  capital  gain)  support  of  current  opera- 
tions. 

J*roi*hhn  for  fhr,  jnfura, — The  essential  case  for  the  l)nild-nr»  of 
endowment  is  clear:  {/)  that  the  build-n])  will  elevate  the  future  base 
of  investment  performance  and  its  ]>otential  for  support  of  future 
operations;  (2)  that  the  I mi  Id- up  is  cniTently  urgent,  by  reason  of 
the  strong  pros])e(‘t  of  ongoing  “inflation’'  and  the  need  to  offset  it 
currently  while  offsets  (acquiring  and  keeping  ca])ita1  gain)  are  avail- 
able. A related  contention  is  (•?)  that  systematic  withdrawal  of  jirinci- 
]>nl  takes  substantial  jirossure  off  today’s  fund-raising  (gifts)  effort 
and  today’s  economizing  effort,  and  therefore  takes  substantial  ]n*cssnre 
o(f  th('  “present’"  to  make  provision  for  the  present, 

Prori^iion  for  the  pre^^ent. — But  the  reasoning  against  any  ap]>roprl- 
ation  of  capital  gain  overlooks  too  many  aspects  of  the  present : that  is, 
the  mpii sites  of  adequate  financial  provision  for  tlie  pi’csent,  and  tlie 
inevitable  consequences  for  tlie  future  in  its  historical  continuity  out  of 
tlie  pre.se lit.  On  the  urgency  to  ]>rovidc  adequately  for  the  present,  tlic 
following  detenninativcoonimentsare  worth  enqilmsis; 

1.  Colleges  and  universities  serion.sly  need  “now’’  tlie  financial  capa- 
bilitv  1o  countervail  the  quality-eroding  infliiencos  of  enrront  “iiifla- 
tion”  that  threaten  not  only  service  to  the  ];> resent  but  also  service  to 
the  future, 

*2.  Colleges  and  imiversities  seriously  need  “now’’  the  financial  cn]ia- 
bilily  to  countervail  the  quality-eroding  influences  of  a ciiiTcnt  “pla- 
teau of  giving,"’  a leveling-off  (after  additional  giving  at  roughly  the 
])jiee  of  “inflation’")  in  donations  to  private  collegers  and  appropriations 
to  imblie  institutions.  This  situation  typically  follows  an  n])swiiig  of 
giving;  but  currently  it  is  interlocked  with  tlie  rising  demands  on 
private  and  governinontnl  sources  of  funds  to  meet  other  Avelfaro 
iirgencio.s,  tlie  overwhelming  urban  necessities,  and  the  costs  of  at- 
tending to  “))ower”  in  the  . world  today,  yet  also  to  meet  the  urgent 
needs  of  primary  and  secondary  education.* 

T Colleges  and  universities  seriously  need  “now’"  the  financial  capa- 
bility to  countervail  tlie  (luality-eroding,  indeed  the  c|imlity-stagnat- 
ing,  cPnsoqnonces  of  any  cultural  and  technological  lag:  tliat  is,  any 
siihstantial  inabilitv  to  meet  the  modern  deniands  of  sociolo.gical,  tech- 
nological, and  subject-matter  innovation  in  Inglier  education. 
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Provision  for  both  the  present  and  the  future, — Comprehensive 
(yield  and  appropriated  capitvd  gain)  support  ot  cvirvent  operations  is 
a compromise  between  provision  for  the  present  niid  provision  i'or 
the  future.  But  the  apparent  conflict  is  deceptive. 

Tlie  streiigtli  of  tlie  present  in  its  historical  continuity  witli  tlie 
past  represents  many  past  upgradings  of  educational  quality  Una  need 
by  innovative  income-coverage  of  the  nicveased  expense.  The  streugtli 
of  tlie  future  in  its  liistorical  continuity  out  of  the  present  will  simi- 
larly represent  ihany  present  upgradings  of  educational  quality  fi- 
nanced oy  innovative  methods,  such  as  comprehensive  (yield  and 
appropriated  capital  gain)  support  of  current  operations.  But  more 
than  that,  the  educational  strength  of  the  future  depends  upon  liav- 
iiig  ill  tlie  present  tlie  great  educational  streugtli  out  of  which  to  get 
the  wherewithal  of  liistorical  contimiiL.3\  Provision  (service)  for  the 
present  is  therefore  provision  (service)  for  the  future.  The  present 
makes  tlie  future  viable. 


A Note  on  State  and  Local  Financing*  of  Higher 
Education 


Selma  J.  Mushkin^ 


INTRODUCTION 

This  note  summarizes  back^roimd  information  on  State  and  local 
finances  of  higher  education.  State  and  local  finances  is  defined  here 
as  financing  which  calls  on  the  general  taxpayers  of  the  State  and  local 
government  to  contribute  through  compulsory  general  levies  for  the 
education  of  students  in  the  colleges  and  uni vei^si tics.  The  information 
is  presented  in  the  foim  of  answei's  to  the  following  frequently  posed 
questions : 

1.  IVliat  are  the  claims  of  student  higher  education  on  State  and 
local  finances? 

2.  Have  the  States  and  localities  simply  provided  funds  to  accommo- 
date the  rise  in  demand  for  higher  education,  or  liave  they  provided 
funds  as  well  for  impiwing  quality  of  education? 

3.  What  weie  the  tax  consequences  of  the  enlarged  demands  for. 
“college  gouig”? 

4. ^  IIHiat  arc  the  most  urgent  problems  facing  States  in  .the  financing 
of  higher  education  ? 

5.  What  arc  the  future  requirements  for  the  State-local  monies? 

7.  What  are  the  claims  of  student  higher  education  on  State  and  local 
finances?  . . 

The  financial  accounts  do  not  routinely  provide  a separate  account- 
ing of  expenditures  for  each  of  the  major  functions  of  colleges  and 
universities — student  higher  education,  research,  and  public  services — 
and  do  not  show  the  soiirc^  of  funds  for  each  of  these  functions; 

For  i)urposes  of  answering  the  question  on  State  and  local  general 
revenues  going  to  support  student  Higher  education,  it  was  necessary 
to  estimate  }x>th  the  expenditures  and  sources  of  funds  from  the  data 
that  are  available. 


♦The  author  is  Program  Director,  State  and  Tiocal  Studies,  The  TTrhan  Insti- 
tute. She  is  indebted  to  David  Brodsky  of  the  Url>an  Institute  for  his  comments 
on  an  earlier  draft  of  this  note.  Errors  in  fact,  or  interpretation  are  fully  the 
author’s  responsibility. 
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As  used  Jicre,  it  must  be  noted  that  student  higher  education  in- 
cludes expenditures  for  instruction  (and  departmental  ixisoarch)  and 
the  portion  of  expenditures  for  general  admiiiistratioiij  libraries^  and 
maintenance  of  pliysical  plant  that  is  attributable  to  instruction. 
Accordingly,  from  the  Ciitcgoiy  of  expenditures  typically  reported,  in 
financial  accounts,  namely  “educational  and  general,”  the  following 
items  have  been  excluded:  organized  research,  extension,  and  public 
sendees,  and  also  that  part  of  administrative,  plant-operation,  and 
library  services  that  is  attributable  to  organized  research  and  public 
seiTices.  Expenditures  for  auxiliary  services,  scholarship  aid,  and 
capitalputlay  are  also  excluded. 

The  amount  estimated  for  1961-62  and  1965-66  as  student  higher 
education  expenditures  and  receipts  of  qmblic  colleges  and  universities 
by  source  for  this  purpose  are  shown  below : 

[In  millions] 


1961-62  1965-66 


Student  higher  education  expenditures $1, 792  $3, 784 

Student  higher  education  receipts 1, 792  3, 784 


Tuition 378  794 

Federal  payments Hi  480 

State  and  local  government  funds 1,216  2,411 

Endowment  earnings,  gilts,  other 84  99 

Net  receipts  from  organized  activities - —27  0) 


1 Not  available. 

The  tuition  amount  shown  excludes  tuition  for  nondegrec  credit 
courees  estimated  at  20  percent  of  the  outlays  for  extension  and  public 
services.  For  1965-66^  it  includes  tuition  set  aside  for  plant  funds, 
since  we  view  these  tuition  payments  as  those  made  for  teacliing  serv- 
ices. 

Federal  payments  are  those  exclusive  of  funds  for  organized  re- 
search and  an  adjustment  has  been  made  for  endowment  income  and 
private  gifts  and  grants  going  into  separately  organized  research. 

A combination  of  estimates  pggests  the  following  changes  in  state 
and  local  funds  for  student  higher  education  in  public  colleges  and 
universities  as  defined  above: 


In  hittiona 

1057-58  $1.  0 

1001-02  1.2 

1005-00  - 2.4 


Thus,  according  to  those  estimates,  there  was  about  a $1.2  billion  in- 
crease in  State  ana  local  finances  for  student  higher  education  over  the 
last  four-year  period,  or  an  average  increase  of  about  $300  mil  lion  a 
year. 
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Tlio  ninountof  Stnte  and  local  "oveniineiit  ciiiTeiit  fund  revenue  for 
])iil)lic  institutions,  as  reported  routinely  in  the  U.S.  Office  of  Educa- 
tion statistics,  are  as  follows: 

[In  millions] 


Total,  State 

and  local  State  Local 


1.255  1,120  126 

11)61-02 1.825  1.041  184 

1005-06 3,238  2,t»27  311 


The  above  figures  on  State  and  local  funds,  as  indicated  earlier, 
include  funds  for  i^osearch,  for  extension  and  public  .services,  and  for 
such  organized  activities  of  colleges  and  universities  as  laboratory 
scliool.s,  agricultural  experiment  services,  medical  services  in  nniver- 
sitv  hospitals. 

In  the  one  year,  10G5-00,  the  U.S.  Office  of  Education  asked  for 
information  on  source  of  funds  by  jnirpose,  but  did  not  .separate  out 
funds  used  for  admini.striition  and  othiu*  ‘‘overhead.^-  State  funds  for 
public  colleges  and  nnivcr.sitics  for  all  educational  and  general  pur- 
I loses  (jilier  than  organized  ivsearch  and  organized  activities  related 
to  education  departments  were  1*01)011  ed  at  $2,048  million,  local  funds 
at  $20")  million,  making  a total  of  $2,0.80  million,  as  compared  to  the 
$8,288  million  figure  .shown  in  tabular  form  above. 

5.  f/tr  oiul  /oc^/Z/V/V-v  .^huphj  pvortdod  fuud.s  to  oreownu)- 

dafo  the  /v.vc  hi  donumd  for  htghrr  rdorntton,  or  ho  re  they  pro- 
vided funds  us  iveJl  for  hn proving  ([ualify  of  educutiov? 

By  and  large.  State  and  local  finances  of  public  collegc.s  and  iiiii- 
voi*sities  have  not  been  enlarged  .sufficiently  to  facilitate  the  raising 
of  the  (jinility  of  education. 

A recent,  report  to  the  President  on  Touund  a Lony-Ranqr  Plan  for 
Federal  Ftnunvlal  Support  for  IlUjher  Kducutirm'^  indicates  tliat 
Slate  and  local  snpjioit  for  public  institutions  of  higbor  education 
rose  faster  than  eni'oihncnts : 


Arrnifjv  annuttl  percentage  incrcane,  current  hicoinr  per  HtiuJnit,  I05U-00  to 

J9r,ri-4jri 


Total 

stale 

r^cal 


PCIII.IC  COI.I.KOKS  AM)  VNIVKIISITIKS 


Pc’irrMl 

4.0 
. X 4 

. 2.  .S 


The  incrousos  in  funds  per  student.,  however,  Ims  to  bo  viewed 
against  a basic  growth  rale  llmtconld  keep  quality  and  education  from 
being  eix)ded  by  le.ss  than  competitive  salary  increuso.s  for  faculty. 
Such  a basic  incivu.se  would  take  account  of  salary  increases  that 
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would  bo  competitive  with  other  wages  and  salaries  and  also  of  higher 
prices  for  supplies,  equipment,  and  so  foith. 

It  is  estimated  here  that  such  basic  increases  would  be  at  least  8.2 
percent  per  year  for  the  period  1959-()0  to  lOGo-GG.  If  faculty  salary 
increases  of  5 percent  per  year  were  built  into  the  basic  ligure,  as 
proposed  by  the  American  Council  on  Education,  the  basic  growth 
would  be  4.1  percent  for  this  period. 

In  developing  the  rough  estimates  of  basic  growth  required  to  main- 
taiii  ([iiality  of  eclucation  ])cr  student,  it  was  assiiuiod  that  salaries 
account  for  75  percent  of  student  higher  education  o.\peiises,  that  gen- 
eral prices  rose  1.5  percent  over  the  period,  and  that  wage  and  salary 


payments  rose  8.7  percent. 

Comparison  of  the  actual  increases  in  State  and  local  funds  oyer  the 
period  with  the  basic  rate  suggests  that  State  (inauces  of  public  col- 
leges and  uiiivci*sitios  rose  only  slightly  more  than  the  iiiininiiiiu  re- 
quired to  iiiaiiitain  quality,  and  significantly  less  than  the  minimum 
rate  of  4.1  percent.  Increases  in  local  funds  per  student  wore  substan- 
tially below  that  required  to  inaint-ain  quality. 

Exjmusiou  in  comiinmity  colleges  and  2-year  institutions  is  itself  an 
indication  of  the  lowering  of  the  levels  from  vu)vcmty  .staiidardn,  in 
the  coarse  of  opimiiig  access  to  a vastly  enlarged  iiiiniber  of  students. 

5.  What  ireve  the  tax  ronHcquencci^  of  the  enlarged  demands  for 
lege  going"? 


.State  govoriimoiit,  when  confronted  with  the  prohloiiis  of  accomnio- 
(iating  the  iiioimtiiig  census  of  yoimg  ponsons  of  colloge-goiiig  age,  re- 
sponded in  several  wavs.  The  States  (1)  increased  their  general  rove- 
niio contribution  to  student  higher  education  in  public  colleges  and  uni- 
versities, as  indi(*ated  earlier;  (2)  ])rovidod  state  scholarship  siipi)oi*t 
for  students  in  private  colleges  and  universities;  (8)  developed  cooper- 
ative programs  with  local  governments  for  coiiunnnity  and  junior,  or 
2-year  (!ol legos. 

On  tljo  ISfnte  govornments  and  tlieir  public  in.stitiitioii.s  fell  a good 
share  of  the  responsibility  for  providing  additional  places  to  aeconi- 
niodate  the  vastly  increased  number  of  18  yeiir  olds.  About  4.5  times 
as  many  new  pla(!cs  for  freshmen  were  created  in  ])iiblic  colleges  and 
nniveivhies  as  in  private  ones.  Hetweeii  1057  and  10G7  wlien  froslimaii 
enrol hneuts  for  degi’ce  credit  rose  some  715,000,  500.000  of  the  increase 
was  in  ] Public  colleges  and  univei-sitie.s. 

The  $1.4  billion  increase  in  State  and  local  funds  for  student  higher 
education  in  jiublic  colleges  and  universities  during  the  period  of 
1057-58  to  10G5-G6  coidd  not  be  met  simply  out  of  the  growth  in  State 
m*eune  accompanying  economic  e.xpuusum;  higher  tax  rates  or  addi- 
tional ta.x  levies,  or  both,  wei*e  required.  A])])roximntely  10  jicrcent  of 
the  total  increase  in  State  ta.x  collections  during  the  period  were  allo- 
cated to  growth  ill  (*()sts  of  teaching  of  students  in  the  public  colleges 
and  imivei*sities.  These  iiiereases  in  State  funds  were  the  equivalent  of 
about  55  iieivont  of  the  rise  in  personal  income  tii.xos  in  the  Htate.s,  and 
the  eciniviileiit  of  about  85  poiveut  of  the  ri.«e  in  genera]  sales  taxes 
over  tlie  period.  (State  and  local  funds  for  public  colleges  and  univer- 
sities are  shown  as  a percent  of  total  State  and  local  own  rcweiiiie  in 
Table  1.) 
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Table  1. — Income  from  State  and  local  governments  and  from  Stales  onlgfor  institu- 
tions of  higher  education  as  'percentage  of  Stale  and  local  own  revenue  and  of  State 
own  revenue^ 

[In  percent] 


State  and 
local 

Stato 

United  States 

4. 79 

8. 79 

New  England 

2.4G 

6.13 

Maine 

3.63 

0.68 

Now  Hamxishire 

4.13 

9.90 

Vonnont 

4.81 

7.58 

Massachusetts 

1,73 

4. 01 

Rhode  Island 

3.86 

7.04 

Connecticut 

2,M 

4.83 

Mideost 

3. 25 

6.41 

New  Vork 

3.73 

7.00 

New  Jersey 

1.97 

6.06 

Pennsylvania 

2.79 

8.27 

Delaware 

3.50 

4. 89 

Maryland 

4.06 

G.95 

District  of  Columbia... 

.44 

0 

Great  Lakes 

4.94 

9.75 

Michigan 

&84 

10.61 

Ohio 

ZOO 

5.63 

Indiana 

6.40 

10.30 

Illinois 

5.68 

12.79 

Wisconsin 

5. 10 

8.64 

Plains 

6.31 

10.38 

Minnesota 

4.03 

7.69 

Iowa 

6.12 

12.41 

Missouri 

5.65 

10.33 

North  Dakota 

&08 

10.63 

South  Dakota 

6.99 

16.28 

Nebraska— 

4.97 

12.61 

Kansas 

6.70 

10. 59 

Southeast 

Virgin  In 

West  Virginia.-. 

Kentucky 

Tennessee 

North  Carolina. 
South  Carolina. 

Georgia 

Florida 

Alabama 

Mississippi 

Louisiana 

Arkansas 

Southwest 

Oklahoma 

Texas 

New  Mexico 

Arizona 

Rocky  Mountain... 

Montana 

Idaho 

Wyoming 

Colorado 

Utah 

Far  West 

Washington 

Oregon 

Nevada 

Cdifornla 

Alaska 

Hawaii 


State  and 

local 

State 

5.07 

a 13 

ass 

7.08 

7.02 

10. 75 

0.69 

9.8S 

4. 45 

7.83 

4 81 

0.89 

4.38 

0.15 

4.36 

7.37 

4.78 

9.54 

6.0.5 

7.94 

6.82 

8.  U 

G.07 

8.24 

6.94 

9.10 

6.92 

10.38 

5.45 

8.73 

6.03 

11.33 

6.  GO 

7.64 

6.23 

10.64 

G.54 

1Z19 

6.81 

12.42 

7.94 

12. 08 

7.71 

6.33 

6.87 

11.73 

7.18 

12.09 

6.36 

10. 90 

6.94 

11.17 

G.86 

12.G9 

3.59 

7.  GO 

6.30 

10.75 

4.83 

7.03 

G.2G 

8.82 

Source:  Computed  from  O.S.  Department  of  Health.  Eduentiom  and  Welfare,  Office  of 
Education,  Financial  Staiiatica  of  Jnatitutiona  of  Education;  U,S.  Bureau  of  the 

Census,  DlylsLon  of  Qovernmenta,  Gfovenimenfal  Finances  in  I065-G6. 


In  addition,  a number  of  the  States  adopted  a policy  of  student 
support  in  botli  private  and  public  institutions  to  relievo  the  pressures 
^mowhat  of  the  enlarged  demands  for  student  placement  on  the  public 
institutions.  State  funds  for  private  colleges  and  univei’sities  substan- 
tially more  than  doubled  during  the  six  years  1959-60  to  1965-66, 
but  only  from  $36  million  to  $85  million.  State  funds  for  all  purposes 
reported  in  the  current  income  accounts  of  private  institutions  in 
1965-66  represented  only  1.6  pei*cent  of  tlie  totiil  income  of  those 
institutions,  and  was  clearly  not  an  important  source  of  their  funding. 

In  1965-66,  thirty -three  States  reported  no  State  funds  for  jirivate 
univoi*sity  operations — research,  public  services,  or  student  education. 
By  way  of  contrast,  in  four  States,  State  funds  to  private  universities 
exceeded  $500,000.  These  States,  arranged  iu  order  of  the  size  of  the 
amount  of  revenues  received  by  private  universities  from  State  gov- 
ernment sources,  wore  New  York  State — $39,4  million ; Pennsylvania — 
$28.1  million;  Florida — $1,5  million;  and  Illinois — $0,8  million.^ 

State  scholarship  pupport  that  comes  to  private  institutions  in  the 
fonn  of  tuition  payments  has  been  increasing.  Aid  from  State  govern- 
ments to  students  enrolled  in  private  institutions  amounted,  however. 
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to  only  $8.6  million  in  1966-67.  (The  comparable  figure  for  aid  to 
students  in  public  institutions  was  $20.8  million.) 

In  the  Stafe  response  to  demands  for  college  going,  local  govern- 
ments wore  involved  in  a way  that  marks  a change  in  the  institutional 
strui'ture  and  financing  of  higher  education.  This  change  was  intended 
to  bring  the  college  to  the  student  and  thus  lower  the  costs  of  college 
going.  It  was  also  intended  to  broaden  the  opportunities  to  new  groups 
of  students  either  as  2-year  terminal  education  or  as  a step  to  univer- 
sity education. 

Well  over  half  of  the  added  local  funds  reported  as  current  income 
went  to  2-year  public  colleges.  Over  the  Nation  as  a whole,  about  one- 
third  of  the  current  income  of  these  2-year  institutions  comes  from 
the  local  governments,  with  the  State  governments  contributing  out 
of  general  revenues  approximately  an  equal  share,  indicative  perhaps 
of  State  grants  to  local  governments  for  the  operation  of  these 
institutions.  ^ 

The  carrying  over  to  liigher  education  of  a pattern  of  financing 
elementary  and  secondai’y  eaucation  poses  sharp  issues  for  the  future. 
It  places  new  burdens  on  the  already  overloaded  local  property  tax — 
a source  of  tax  dollars  that  has  created  serious  land  use  problems  on 
the  one  hand,  and  difficulties  of  maintaining  quality  levels  of  educa- 
tion on  the  other. 

What  are  the  most  urgent  'pro'blems  facing  States  in  the  finmeing  of 
higher  education? 

The  period  1958  to  1966  marked  the  sharpest  incline  in  the  number 
of  young  pei*sons  of  college  age.  The  autmnn  of  1965  was  tlie  peak 
with  one  million  additional  18  year  olds,  compared  with  the  number 
of  five  yeai*s  earlier.  In  the  subsequent  academic  yeai*s,  the  number  of 
18  year  olds  dropped  off  and  will  continue  to  be  below  the  1965  peak 
for  almost  five  years.  The  cvolleges  and  universities — both  public  and 
private — thus  look  back  at  the  past  crisis  in  fresliman  enrollments. 
There  is  no  reason  to  expect,  however,  that  total  enrollment  will  not 
climb  above  the  1965  level,  but  only  that  the  population  pressures  on 
enrollment  have  ajbated. 

With  the  accommodation  problem  met,  the  issues  are  altered.  Con- 
cern centers  on  these  three  problems : 

1.  reaching  greater  parity  of  educational  opportunity  for  young 
persons  from  low  income  families^ 

2.  broadening  and  strengthening  graduate  education  and  ed- 
ucation for  tlie  professions,  and 

3.  maintaining  a varied,  strong,  and  free  academic  community. 
Each  of  these  three  problems  has  a financial  counterpart.  The  means 
by  which  education  is  financed  and  the  incentive  structure  built  into 
those  means  can  determine  whether  the  problems  are  met  with  reason- 
able success  in  the  years  fthead. 

Greater  parity  in  educational  opportxmity, — ^As  indicated  above 
(question  1)  student  tuition  and  fees  cover  21  percent  of  the  student 
higher  education  expenditures  in  public  colleges  and  universities.  A 
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sizeiible  shcare  of  the  costs  is  subsidized  either  through  State  and  local 
liiiances,  or  from  gifts,  grants,  or  other  sources. 

One  immediate  set  of  issues  is  the  appropriate  share  of  public  higher 
education  that  is  to  be  subsidized,  for  what  types  of  students,  and  how 
(that  is,  through  what  mechanisms) . 

Studies  of  the  characteristics  of  college  students  point  uniformly  to 
the  greater  opportunity  that  j^oimg  persons  fi'oiu  higher  income 
families  have  in  gaining  access  to  and  also,  to  some  extent,  in  com- 
pleting their  college  education.  These  study  findings  persist  despite  the 
nude  variations  in  tuition  costs  among  the  different  types  of  institu- 
tions of  higher  education  and  the  diversity  of  State  policies  with  re- 
spect to  student  charges  in  public  institutions. 

In  attempting  to  achieve  greater  parity,  it  must  be  recognized  that 
costs  to  the  student  in  going  to  college  include  not  only  tuition  and 
fees,  but  also  the  extra  costs  of  room,  board,  and  travel,  and  the  costs 
of  the  earnings  that  they  might  command  if  they  were  not  engaged 
in  studies.  The  methods  of  achieving  greater  parity  include,  on  the  one 
hand,  a raising  of  the  cost  (or  reducing  of  subsidies)  of  college  going 
for  those  with  high  incomes,  and  on  the  other,  providing  scholarships 
or  even  student  wages  to  those  with  low  incomes,  plus  added  educa- 
tional services  that  can  dampen  the  effects  of  prior  educational 
deficiencies. 

Generally  tuition  and  fees  are  not  diffeientiated  within  a single  col- 
lege and  university  by  economic  abilitj^  The  doctrine  of  ^^pay ability,*’ 
so  customary  in  medical  care,  has  not  been  applied  in  higher  educa- 
tion. Scholarship  aid,  student  loans,  or  tuition-free  education  has  been 
the  pattern,  with  income  tests  applied  for  both  scholarships  and 
loans. 

The  U.S.  Office  of  Education  has  compiled  information  on  tuition 
fees  in  public  universities  for  full-time  undergraduate  resident  degree 
credit  students.  The  data  compiled  show  tuition  levels  in  public  uni- 
versities at  about  one-quarter  that  in  private  universities. 


Tuition  and  required  fees  per  full-time  undergraduate  student  in  universities 


Public 

Private 

Ratio,  private 
to  public 

1U57-58 

$798 
994 
1, 149 
1,297 
1 456 

3.  S9 

lUGO-01 

1UG2-G3 

11)64-65 .■ 

129 
4.35 
4. 04 

lUGG-07 

The  data  on  tuition  in  public  colleges  and  universities  set  alongside 
information  on  characteristics  of  students  enrolled  suggest  that  there 
is  reason  to  question  curient  practices,  if  greater  fairness  among  in- 
come groups  IS  to  be  achieved.  liowever,  the  data  available  do  not  pro- 
vide guidance  on  the  full  impact  of  substantially  higher  charges  on 
opportunities  for  study  of  those  that  are  especially  qualified  by  prior 
educational  achievements.  A price  would  be  paid  by  the  !Nhition  if  a 
substantial  number  of  specially  talented  students  are  lost  to  higher 
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cdneation  hy  such  policies.  Concomitant  steps  could  he  taken  to  re- 
dneo  such  loss  hv,  for  e.xainple,  a hrciadeiied  loan  program  that  (’arries 
with  it.  no  income  limitations  on  eligibility  and  that  is  liberal  enon^h 
in  amount  to  meet  the  varying  .student  needs. 

A real  openiiiir  np  of  access  to  hi^hei*  (‘dneation  lor  tho.se  from  low 
incojne  families  on  a parity  with  other  economic  irronps  sniri^ests 
higher  and  more  iinaiicial  inctmtives  for  college  iroinjr.  Scholai>hip 
aid,  work-study  programs,  tnition-free  .studies  are  variou.s  inelluals 
that  are  used.  Hnt  possibly  waije  pavmonts  and  injection  of  sn])port- 
in^  services  an‘.  also  needed,  liispantie.s  in  prior  educational  e.xperi- 
ence  of  .students,  j)rin(*i pally  black  .students,  have  led  to  the  initiation 
of  special  pro^n*ains  snch  ’ as  Talent  Search  and  Cpward  Jtonnd 
thron£rh  which  etforts  are  made  to  search  ont  yonnii:  ])ei*sons  who  con  hi 
qualify  for  higher  education  and  to  equip  them  for  a college  program 
of  studies,  Hnt  the  disparities  in  prior  schooling,  learning,  and  cul- 
tural experience  in  the  home,  require  a.  innch  larger  injection  (if  i*e- 
sonrees  and  traininjr  than  has  been  considered  heretofore,  Hlacl: 
separatism  in  the  colleges  is  one  si«>fnal  of  the  }>rior  nndereinphasis 
on  the  needs  for  snpportin^r  re.sonrees  during  the  (‘onise  of  the  coile^i* 
program — that,  or  a clearer  recoiriiition  ot  a necessary  lowering:  ‘>f 
educational  output  in  the  absence  of  intensive  .supports.  St ndent.s  will 
require  incentive  for  .such  intensive  work  but  little  disens.-ion  now 
^oes  on  about  tlie  fnndinj^  for  sneb  supporting  services  and  incentives. 

Both  the  redistributive  objectives  that  ai*e.  of  concern  and  the  ex- 
ternalities that  tlow  from  greater  parity  point  to  snh.staiitial  national 
government  tinancinjr  of  aids  and  snpp‘orts  for  stmlonts  from  low  in- 
come families  and  for  umlerwritin*;  of  loans  for  those  who  are  esjie' 
daily  talented  without  regard  to  income, 

Gmduute,  tnul  projvxHtonaf  ahtrafton. — Financing  of  :,^radnatc  edu- 
cation has  come  to  he  shared  hy  Xation  and  State  thron*"h  fellow.sliip 
aid,  research  ^n-ant.s,  and  other^iids  for  development  of  graduate  edu- 
cation c’enters. 

An  over  onlar^in^  role  ha.s  been  placed  on  in.stitntions  of  higher 
learning  in  this  ago  of  rapid  .seicntilic  and  teclmologieal  progress.  The 
gains  made  have  created  new  demands  for  services  of  highly  trained 
jirofessional  inaiijiower  in  hnsiness,  engineering,  inedieine,  and  in  the 
educational  o.stablishmcnt  itself.  Uesjionsihilitics  for  meeting  these 
manpower  needs  of  the  Xation  and  the  Slates  fail  on  the  graduate 
training  institutions.  And  at  this  time,  there  is  a hirgei*  pool  than  ever 
before  of  eollegc  graduates  that  s(H?k  opportniiities  for  .such  training. 

The  unniber  of  graduate  .students  has  increased  far  more  than  un- 
dergradnate^s,  witii  the  largest  percentage  rise  in  graduate  studies  for 
women.  Almo.st  300,000  graduate  students  were  enrolled  in  1057;  about 
(J  out  of  10  were  part-time  students.  Hy  1007  the  immher  approached 
700,000— a nnmher  that  will  almost  double  in  the  decade  ahead. 

The  projected  iiu*roase  in  graduate  edneatiou  requires  a substantial 
enlargement  both  of  facilities  and  of  services.  In  the  financing  of  this 
expansion,  the  cost  eharaeteristics  of  graduate  stndie.s,  the  benefits 
from  Fuvh  studies,  and  the  olfects  of  alternative  methods  of  financing 
mu.st  he  considered,  roncentrations  of  Federal  re.«eareh  support  tliat 
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helps  to  both  finance  and  carry  out  jjraduatc  education  need  co  be 
assessed  so  that  iinbalaiioes  among  institutions  can  be  corrected. 

Approximately  65  percent  of  State  funds  spent  for  all  public  higher 
education  go  to  the  State  nnivei*sities;  tlie  remaining  35  percent  go  to 
public  4-year  and  2-yo:ir  colleges.  Yet  State  financing  of  gradnato 
education  poses  repeatedly  a number  of  diflicnlt  policy  questions  about 
the  uppvo])riatene.ss  of  use  of  State  general  revonne  for:  (1)^  students 
from  out  of  State — with  resulting  tondoncics  to  ixistrict  admission  and 
weaken  the  educational  gains  from  more  balanced  geognyihie  distribu- 
tion of  students;  (2)  students  who  will  move  out  of  State  on  com- 
pletion of  their  studies;  (3)  development  of  both  a rcseaidi  base  and 
talented  manpower  for  the  nation;  and  (4)  students  from  higher 
income  groups  who  will,  on  graduation,  further  enlarge  their  earnings. 

Countervailing  considerations  include  the  importance  of  graduate 
and  professional  education  for — 

^ (1)  the  economic  development  and  growth  of  the  State  by  pro- 
viding resources  that  can  attract  and  maintain  new  electronics 
and  other  expanding  industries, 

(2)  fulfillment  of  the  State's  responsibilities  for  basic  services 
to  the  public,  such  as  health  care,  through  manpower  develop- 
ment, 

(3)  attraction  of  funds,  both  Federal  and  foundation,  for  re- 
search and  tlie  concomitant  of  more  ample  resources  that  can 
attract  liiglily  competent  faculty  for  higher  education,  and  as  a 
base  for  improvement  in  elementary  and  secondai'y  education  as 
well. 

Graduate  education  tends  to  bo  more  expensive  than  undergraduate. 
Student  tuition  and  fees  represent  only  a small  share  of  the  costs  of 
education;  some  reductions  in  the  subsidies  are  possible,  esjiecially  if 
loan  programs  are  broadened.  But  costs  of  graduate  education  to  the 
student  include  far  more  than  tuition  and  fees,  and  substantial  in- 
creases in  tuition  could  create  a barrier  to  graduate  studies  for  many 
highly  talented  young  persons.  Wo  need  :mr  more  information  than 
is  now  available  about  the  levels  of  tuition  and  fees  that  would  keep 
access  open  to  those  talented  young  pei'sons,  especially  when  but- 
tressed by  loans  and  grants. 

National  fellowship  and  institutional  support  for  graduate  and 
professional  studies  that  can  pennit  the  States  to  reduce  their  sub- 
sidization of  graduate  studies  Avould  appear  to  be  more  in  concert  with 
the  national  characteristics  of  the  specialized  professional  and  tech- 
nical labor  markets  than  current  financing  practices.  States  could  then 
pursue,  if  they  so  elect,  a tuition  and  charge  policy  that  talccs  fuller 
account  of  the  private  earning  gains  attributable  to  such  graduate 
education,  without  endangering  or  weakening  theii*  higher  education 
institutions  and  access  to  studies  there. 

Academic  freedom  and  a strong  higher  education  community, — 
The  way  in  which  higher  education  is  financed  and  the  way  in  wliich 
decisions  are  made  about  the  allocation  of  those  financial  resources 
that  are  available  will^  determine  whether  higher  education  in  the 
United  States  can  continue  to  be  strong,  within  a varied  pattern  of 
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many  institutions,  both  private  and  public,  eacli  witli  its  own  defined 
mission.  Added  Federal  financial  support  is  needed,  as  will  be  indi- 
cated later  (ouestion  5) . The  added  Federal  subsidies  that  aie  required 
heighten  traaitional  concerns  about  controls  on  educational  expendi- 
tures and  relation  to  academic  freedom.  And  those  concerns  are  en- 
larged by  the  reactions  to  the  thrust  of  students  for  “relevance  and 
basic  values.’’  The  reported  resi>onse  of  some  State  legislators  to  stu- 
dent unrest  on  the  campuses  is  a hiking  of  tuition  and  a reduction  in 
university  approi>riatiqns.  The  response  in  the  U.S.  Congress  has  been 
the  imposition  of  qualifying  conditions  on  student  aid,  and  further 
restrictions  are  currently  under  debate. 

t5.  What  are  the  future  requirements  for  the  State-local  monies? 

The  recent  report  to  the  President  projects  1975-76  expenditures 
for  higher  education  at  $40  billion,  an  increase  that  would  bring  higher 
education  to  2.5  times  its  1965-66  level.  Expenditures  for  student 
higher  education  in  public  colleges  and  univei*sities  may  be  expected, 
generally  consistent  with  the  $40  billion  aggregate,  to  e.\ceed  $15  bil- 
lion. Even  if  the  total  attained  were  only  3 times  the  1965-66  level 
of  student  liigher  education  expenditures,  it  would  be  $11  billion.  An 
expanding  share  of  new  college  places  clearly  is  likely  to  be  provided 
in  public  institutions  rather  than  private  ones. 

The  distribution  of  the  $11  billion  by  source  of  funds  is  shown 
below,  first  assuming  that  relative  shares  remain  unchanged  from 
1965-66,  and  second  assuming  that  a large  share  of  the  funds  is  fed- 
erally financed. 

Student  higher  education  rcccip/s,  1976-76 
[In  billions] 


Illustrations 


I n 


Total. 


Tuition 

Federal  payments 

State  and  local  government  funds 

Endowment  comings,  gilts,  and  other 


Ll.O 

$11.0 

2.3 

2.6 

1.4 

2.8 

7.0 

5.4 

.3 

.3 

Even  with  the  assumed  doubling  of  the  Federal  funds,  the  States 
could  not  raise  their  portion  of  the  finances  without  new  taxes  or 
higher  tax  rates.  Or  stated  differently,  the  rate  of  gro^vtll  in  expendi- 
tures exceeds  the  rate  of  responsiveness  of  State  revenues  to  economic 
growth.  To  avoid  such  higher  taxation  for  public  education,  the  Fed- 
eral Government’s  funding  would  have  to  increase  an  additional  $1.2 
billion. 

At  present,  over  the  Nation  as  a whole  less  than  1 percent  of  personal 
income  is  devoted  to  State  and  local  subsidies  for  public  higher  educa- 
tion. Variations  among  regions  and  States  continue  to  reflect  the  tra- 
ditional geogi*aphic  emphasis  on  public  education  in  the  Western 
region  and  on  private  colleges  and  universities  in  New  England  and 
the  Midwest,  despite  the  breakthroughs  in  public  higher  education  in 
some  of  the  Eastern  Seaboard  states  since  1957-58  (Table  2) . 
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Table  2. — Income  from  State  and  local  governments  for  institutions  of  higher 
education)  as  a percent  of  personal  income 


l905-6fl  1957-58 

United  States 

0.6 

0.4 

New  England 

.3 

.2 

Maine 

.5 

.2 

Now  Hampshire 

.4 

.3 

Vermont 

.7 

.5 

Massachusetts 

.2 

.1 

Rhode  Island 

.4 

.2 

Connecticut 

.3 

.2 

Mideast 

.4 

.2 

New  York 

.2 

New  Jersey 

.1 

Pennsylvania 

.3 

.2 

Delaware 

.5 

.2 

Maryland 

.5 

.3 

District  of  Columbia-—-, 

.1 

Great  Lakes 

.4 

Michigan 

.7 

.5 

Ohio 

.3 

.2 

Indiana 

.4 

Illinois 

.3 

Wisconsin 

.7 

.4 

Plains 

.5 

Minnesota 

.5 

Iowa 

.6 

Missouri _ 

.6 

.3 

North  Dakota.— 

1.0 

.9 

South  Dakota 

1.0 

.6 

Nebraska 

.6 

.5 

Kansas 

8 

6 

Southeast 

.6 

.4 

Virginia 

.4 

.3 

1905-60  1957-58 

Southeast— continued 

West  Virginia 

9 

.5 

Kentucky 

.8 

.3 

Tennessee 

.5 

.3 

North  Carolina 

6 

.4 

South  Carolina 

.5 

.4 

Georgia 

.5 

.3 

Florida 

6 

.3 

Alabama 

. .6 

.4 

Mississippi 

8 

.6 

Louisiana 

.9 

.7 

Arkansas 

7 

.6 

Southwest 

8 

.5 

Oklahoma 

7 

.5 

Texas 

7 

.4 

New  Mexico 

.9 

.6 

Arlxona 

.9 

.5 

Rocky  Mountain 

1.0 

.6 

Montana 

.9 

.9 

Idaho 

1. 2 

.6 

Wyoming 

1.3 

.7 

Colorado 

9 

.5 

Utah 

1. 1 

.7 

Far  West 

9 

.5 

Washington 

1.0 

.6 

Oregon 

9 

.6 

Nevada 

5 

.4 

California 

-.9 

.6 

Alaska 

7 

.3 

Hawaii : 

1.0 

:3 
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PAST  VI.  FINANCING  HIGHEK  EDUCATION 
IN  THE  19Y0’s 

Section  B 

Strategies  for  Federal  Financing  of  Higher  Editcation 
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Social  Goals  and  Federal  Support  of  Higher  Education — 
the  Implications  of  Various  Strategies 

Alice  M,  Rivlin  and  Jeffrey  H,  Weiss^ 

WHY  So  MUCH  INTEEEST  IN  FEDEEAL  FINANCING? 

The  question  of  Federal  aid  to  higher  education — how  much  and 
what  kind — has  become  a hot  subject  for  debate.  Meetings  of  higlier 
educators  now  seem  to  concentrate  on  two  subjects.:  student  unrest  and 
Federal  aid.  Committees  and  commissions  without  number  have  taken 
positions  on  the  desirable  level  and  nature  of  Federal  aid  to  higher 
education.  The  Carnegie  Commission  on  the  Future  of  Higher  Educa- 
tion felt  the  subject  of  Federal  -aid  so  urgent  that  it  announced  a posi- 
tion in  its  first  report-.  The  debate  has  waxed  emotional  and  proponents 
of  different  types  of  aid  have  attacked  each  other  vociferously. 

Wliy  all  the  fuss?  We  do  not  have  a Federal  system  of  higher  edu-i 
cation  and  no  one  thinks  we  should  have.  Federal  funds  flowing  to 
institutions  of  higher  education  have  risen  in  recent  years,  but  are  still 
directed  mainly  to  support  of  research.  Excluding  organized  research, 
Federal  funds  account  for  only  about  5 percent  of  the  current  income 
. of  higher  education  institutions.  Moreover,  Federal  support  tends  to  be 
concentrated  in  major  uniyersities.  Most  institutions  see  ver.y  little  Fed- 
eral money.  Federal  loans  and  grants  to  students  have  also  risen,  but 
students  and  their  families  still  pay  most  of  their  college  expenses 
themselves. 

There  are,  we  think,  two  reasons  for  the  current  interest  in  the  whys 
and  hows  of  Federal  aid  to  higher  education.  First  is  the  widespread, 
feeling  in  the  higher  education  community  that  a financial  crisis  is  im- 
pending. Wiatever  its  basis,  this  feeling  is  real.  One  has  only  to  talk  to 
a gi'oup  of  college  administrators  to  I’ealize  how  uneasy  they  are  about 
the  financial  future  c>f  their  institutions.  Most  of  them  have  managed 
over  the  last  several  years  to  increase  the  income  of  their  institutions 
dramaticall3^  Many  have  grown  in  size,  most  have  raised  tuitions  or 
obtained  gi*eatly  increased  funds  from  private  giving  and  State  and 
local  sources.  But  they  are  uneasy  about  the  future.  They  are  afraid  that 
continued  increases  in  support  from  State,  local  and  private  sources 
will  not  be  forthcoming.  In  the  face  of  these  unceitainties  higher  edu- 
cators have  turned  to  the  Federal  Government  for  a possible  long-run 

*Tlie  authors  are,  resi>ectively,  Senior  Fellow.  The  Brookings  Institution,  and 
Assistant  to  the  Director.  Carnegie  Commission  on  the  Future  of  Higher  Educa- 
tion. The  views  expressed  are  the  author’s  own  and  do  not  purport  to  represent 
those  of  The  Brookings  Institution  or  the  Carnegie  Commission  on  the  Future  of 
Higher  Education. 
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solution  to  their  financial  nrohkins— despitp  the  fact  that  militaiy 
pressures  on  the  Federal  buu.^et  and  congressional  reactions  to  student 
unrest  make  major  imm-'diate  increases  in  Federal  support  for  higher 
education  seem  unlikeh . 

A second  reason  for  the  high  level  of  iiitei’est  in  Federal  financing  of 
higher  education  is  that  the  Federal  financing  question  is  a convenient 
rubric  for  discussing  more  basic  questions  of  public  policy.  As  a na- 
tion, we  have  not  come  to  an  agreement  on  (a)  what  kind  of  a higher 
education  system  we  want,  (b)  who  should  go  to  it,  and  (c)  who 
should  pay  the  bill.  Discussing  the  size  and  form  of  Federal  aid  pro- 
vides a way  of  focusing  on  these  moi'e  basic  questions.  For  example, 
the  argument  between  tliose  who  favor  a loan  bank  for  students,  such 
as  that  proposed  by  Jerrold  Zacharias,  and  proponents  of  institutional 
aid,  such  as  the  Miller  Bill,  is  not  fundamentally  a debate  about  Fed- 
eral aid.  It  is  a debate  about  who  should  go  to  college,  and  how  the 
burden  of  paying  for  higher  education  should  be  shared  between  the 
student  and  the  public. 

In  this  iiaper,  we  would  like  to  clarify  the  various  options  open  to 
the  Federal  Government  in  financing  higher  education  by  relating  these 
to  the  more  basic  questions.  The  paper,  first,  describes  the  important 
characteristics  of  the  higher  education  system  we  now  have  and  then 
turns  briefly  to  the  future — wdiat  sort  of  a system  we  would  like  to 
have.  It  then  examines  alternative  ways  of  snaring  the  cost  between 
students,  parents  and  the  public,  and  finally  turns  to  the  role  of  the 
Federal  Government,  as  contrasted  with  that  of  State  and  local  gov- 
eniment.  The  focus  is  on  financing  undergiuduate  education  in  gen- 
eral, not  on  the  special  problems  of  graduate  education  and  research. 


WHAT  KIND  OF  A SYSTEM  DO  WE  HAVE  NOW? 

^ Perha])S  the  most  striking  characteristic  of  American  higher  educa- 
tion is  its  still ctui*al  diversity.  We  have  tiny  colleges  and  mammoth, 
multi-campus  universities.  We  have  public  institutions  and  private 
institutions,  and  a few  that  are  both.  We  have  some  that  are  expensive 
and  some  that  are  nearly  free.  We  have  some  with  exacting  intellectual 
standards  and  some  with  almost  no  standards  at  all.  Moreover,  the 
system  is  growing  and  changing  with  new  institutions  opening  up 
every  week. 

The  following  thi*ee  statements  summarize  some  facts  about  Amer- 
ican higher  education  which  need  to  be  kept  in  mind. 

1.  A Loi"  OF  Pf.ople  Go  to  Collfge,  Btti'  Opportunities  Ark  STint. 

Far  Greater  for  the  Rich  Than  for  tiie  Poor 

In  most  of  the  world,  higher  education  is  restricted  to  a small  elite, 
but  in  the  United  States  more  than  a third  of  all  young  people  get 
some  higher  education  and  those  who  have  demonstrated  academic 
ability  in  high  school  have  a good  chance  of  going  to  college.  Nearly 
70  percent  of  our  1960  high  school  graduates  who  scored  in  the  top  40 
percent  on  achievement  tests  entered  college  within  five  years  of 


liigh  school  graduation.  Xevcitheless,  a student  from  an  upper-income 
family  has  a much  greater  chance  of  going  to  college  than  a student 
from  a low-income  family — even  if  the  two  have  substantially  equal 
ability. 

The  most  recent  comprehensive  survey  of  opportunities  for  higher 
education  is  the  Project  TALENT  study  which  followed  members  of 
the  1960  high  school  graduating  class  to  find  out  what  happened  to 
them.^  As  Table  1 shows,  able  students  were  more  likely  to  go  to  college, 
but  witliin  any  ability  group  income  exerted  a strong  influence  on  the 
probability  of  going  to^  college.  Among  students  with  good  ability 
(top  40  percent  in  achievement  level),  those  from  the  top  quarter 
of  the  income  distribution  had  a 90  percent  chance  of  going  to  college 
while  those  from  the  bottom  quarter  had  only  a 42  percent  chance. 
Table  1 shows  that  a similar  differential  enrollment  pattern  held  at 
each  achievement  level  of  students.  Moreover,  dropout  rates  from  col- 
lege are  higher  for  those  with  lower  income  so  college  enrollments  as 
a whole  are  even  more  skewed  to  upper-income  groups  than  the  in- 
fo imati  on  for  entering  students  would  indicate.  A student  from  the 
top  fifth  of  the  ability  distribution  is  three  times  as  likely  to  obtain 
a college  degree  within  four  years  of  high  school  graduation  if  he 
comes  from  the  highest  quarter  of  the  income  distribution  than  if 
he  comes  from  the  lowest  quarter.^ 

Table  1. — Prohahiliiy  of  high  school  graduates  entering  college  full  or  part-time j 

within  5 years  of  high  school  graduation^  by  ability  and  socioeconomic  status  * 


Ability 


Socioeconomic  status:  1 high  2 3 4 6 low  Average 


High:  1 a 95  0.84  0.69  0.68  0.40  0.79 

2  79  . 63  . 48  . 34  . 28  . 64 

3  87  .52  .34  .27  .19  .39 

Low;  4 60  . 36  . 24  . 17  .16  . 23 

Average 79  .60  . 41  .28  . 20 


1 Socioeconomic  status  Is  a composite  variable  which  Includes  parental  Income,  fathoms  education,  and 
several  other  factors.  Ability  Is  also  a composite  variable  determined  by  several  test  scores  and  other  factors. 

Source  : Project  TALENT  5-year  followup  surveys  of  1900  high  school  students. 

2.  Higher  Education  Is  a Growth  Industry 

Higher  education  is  presently  growing  much  faster  than  the  econ- 
omy in  general.  Between  1960  and  1970,  expenditures  for  higher 
education  will  have  risen  from  $6.6  billion  to  an  estimated  $20  billion. 
The  proportion  of  GNP  devoted  to  higher  education  will  have  gone 
from  1.4  percent  to  about  2.3  percent.^  This  remarkable  growth  re- 
flects two  factoi’s  which  seem  likely  to  continue  though  perhaps  not  at 


1 Project  TALENT,  financed  by  the  U.S.  Office  of  Education,  tested  100,000  students  In  a 
sample  of  high  schools,  then  followed  a subsample  to  find  out  what  happened  to  them. 

2 The  Project  TALENT  data  were  obtained  for  1960  high  school  graduates,  and  It  Is 
possible  that  opportunity  has  become  more  equal  In  recent  years.  Information  collected 
for  freshmen  in  19G8  by  the  American  Council  on  Education,  however,  do  not  reveal 
any  major  changes.  But  the  ACE  data  are  not  exactly  comparable  to  the  earlier  Project 
TALENT  data. 

American  Council  on  Education.  National  Norma  for  Entering  College  Freshmen — Fall 
1068,  ACE  Research  Reports,  Vol.  3,  No.  1,  1068. 
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such  a rapid  rate:  rising  enrollment  and  rising  expenditures  per 
student.  The  number  of  students  enrolled  in  higher  education  doubled 
in  this  ten-year  period,  both  because  the  number  of  young  people  was 
rising  rapidly  as  the  postwar  baby  boom  reached  college  age  and 
because  tlio  proportion  of  young  people  going  to  college  was  rising. 
The  increase  in  the  number  of  young  people  reaching  college  age  will 
slacken  off  in  the  1070’s,  but  the  proportion  of  the  college-age  popu- 
lation seeking  a higher  education  seems  likely  to  continue  to  increase. 
Aspirations  for  higher  education  are  rising,  and  there  seems  every 
reason  to  think  that  if  college  places  are  available  they  will  be  filled. 

Expenditures  per  student  have  also  been  rising  rapidly.  Between 
1060  and  1066,  higher  education  expenditures  per  student  increased 
about  5%  percent  annually  or  considerably  faster  than  the  general 
price  level.  The  main  reason  for  this  increase  is  that  wages  are  the 
major  item  in  higher  education  budgets.  Since  wages  have  been  rising 
faster  than  pnees  in  the  economy,  industries  like  higher  education 
which  use  a lot  of  manpower  tend  to  have  rising  unit  costs.  Moreover, 
faculty  salaries  have  risen  even  faster  than  the  general  wage  level.  If 
a breakthrough  occurs  in  teaching  techniques — use  of  teaching  ma- 
chines or  use  of  students  to  teach  themselves  or  each  other,  for  ex- 
ample— then  the  ratio  of  faciilt}^  to  students  may  decline  in  the  future. 
At  the  moment,  however,  no  such  inci-ease.  in  “productivity”  of  the 
teaching  force  is  appaient.  In  fact,  the  trend  in  many  institutions 
especially  private  ones  is  toward  higher  faculty-student  ratio.s,  re- 
flecting lower  teaching  loads  of  research -oriented  faculty.  Unless  these 
trends  are  reversed  and  faculty-student  ratios  begin  to  fall  in  the 
future,  the  trend  toward  rising  expenditures  i)cr  student  will  un- 
doubtedly continue. 

3.  Although  Private  Educaiiox  Remains  Vigorous,  Students  Are 
Increasingly  Concentrated  in  Purltcly  Controlled  Instttutions 

^ Enrollments  have  been  increasing  in  both  private  and  public  institu- 
tions, but  faster  in  the  latter.  In  the  early  1950’s,  they  were  about  even; 
by  1959-60,  58  percent  of  the  students  were  in  public  institutions  and 
by  1965-66,  piilblic^  enrollment  was  66  percent  of  the  total. 

In  the  sarne  period  the  income  flowing  into  both  types  of  higher 
educational  institutions  has  increased — -Doth  from  private  sources 
(especially  tuition  and  fees),  and  from  public  sources  (especially  the 
Federa;!  Government) . Table  2 shows  the  shifts  in  the  proportion  of 
current  income  of  higher  educational  institutions  coming  from  various 
public  and  private  sources. 


®TJ.S.  Department  of  Heal cation,  and  Welfare,  Toward  a Long-Rcngo  Plan  for 
Ecdcral  Efnancial  Support  for  Higher  Ediicationj  January  1969,  p.  1. 
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Tho  vigor  of  |)i*ivately  controlled  higlier  education  is  evidenced  by 
the  remarkable  increase  in  income  per  student  in  the  private  sector 
over  the  last  few  years.  Private  universities  increased  their  cuiTent 
income  per  student  at  a rate  of  8.1  percent  between  1959-60  and  1965- 
66  as  contrasted  with  4.6  percent  for  public  universities.  Similarly, 
private  four-year  colleges  increased  their  current  income  per  student 
considerably  faster  than  public  ones.^ 


Nothing  could  be  more  obvious  than  present  dissatisfaction  with 
higher  education.  Students  clearly  want  education  which  is  more  re- 
sponsive to  their  needs  and  interests,  and  over  which  the}’  have  more 
control.  There  is  widespread  concern — not  just  among  student  radi- 
cals— with  how  colleges  and  uni vei*si ties  are  governed,  iiow  effectively 
they  teach  and  respond  to  the  needs  of  their  students  and  faculty,  and 
to  the  community  around  them.  Most  of  the  dissatisfaction  seems  to 
be  with  the  curriculum  and  governance  of  individual  institutions,  not 
with  basic  structure  of  higher  education  itself.  Only  a few  students  and 
faculty  radicals  are  senously  attacking  the  arbitrary  assumption  that 
it  takes  four  }^ears  to  get  “a  college  education”  and  that  these  four 
years  are  best  spent  immediately  after  high  school,  the  tyranny  of  de- 
^i*ees  and  credit  hours,  or  the  separation  of  learning  from  the  rest  of 
life.  Maybe  serious  consideration  should  be  given  to  scrapping  the 
whole  enteiprise  and  substituting  something  new,  perhaps  a more 
flexible  Jirrangement  for  mixing  work  and  study  at  all  ages.  Eight  now, 
however,  even  the  reformers  seem  to  be  looking  forward  to  a higher 
education  system  which  still  involves  colleges  and  universities  whose 
major  mission  is  to  provide  general  and  specialized  education  for 
young  people  after  high  school. 

We  have  not  taken  a ])oll,  but  we  believe  that  most  people  would 
agree  th.at  the  salient  characteristic  of  our  higher  education  system — 
its  diversity — should  be  preserved,  that  it  is  important  to  give  the  stu- 
dent a wide  variety  of  choices  among  small  and  large  institutions,  pub- 
lic and  private  ones,  selective  and  less  selective.  They  also  value  auton- 
omy of  indi^ndual  institutions.  They  believe  that  individual  institu- 
tions, not  government,  should  decide  what  to  teach  and  how  to  teach  it, 
€al though  tliey  might  disagree  on  the  division  of  power  within  institu- 
tions. We  also  believe  that  most  Americans  would  subscribe  to  two 
other  major  goals  for  higher  education : (1)  making  higher  education 
genuinely  accessible  and  available  to  all  qiialifled  students  regardless 
of  income  level,  (2)  improving  higher  education  quality  by  pro- 
viding more  resources  per  student — more  qualified  facuit}%  better 
buildings  and  equijnnent. 

When  resources  are  limited,  these  goals  conflict.  In  particular,  the  ob- 
jective of  increasing  the  number  of  students  from  low-income  groups 
may  make  it  more  difficult  to  increase  the  average  qualit}^  of  edu- 
cation for  all  students.  Moreover,  a few  people  believe  that  we  have 
too  high  a proportion  of  students  enrolled  in  higher  education  already 

* Toward  a Long-Range  Plan  . . . , p.  40. 
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and  many  would  put  improvement  in  elementary  and  secondary  edu- 
cation, or  urban  housing,  or  rural  nutrition,  or  other  social  goals  ahead 
of  increased  resources  for  higher  education.  Neveitheless,  most  Ameri- 
cans seem  to  believe  that  the  Nation  can  afford,  in  addition  to  meeting 
other  social  goals,  to  improve  its  higher  education  system,  and  that 
improvement  implies  more  students  (especially  more  low-income  stu- 
dents), gradually  increasing  resources  per  student,  and  a consequent 
increase  in  the  proportion  of  our  national  resources  flowing  iiito  higher 
education.  The  disagreement  is  over  the  relative  emphasis  given  each 
goal  and  who  is  to  bear  the  burden  of  financing  these  goals. 


WHO  BENEFITS  AND  WHO  SHOULD  PAY? 

Pliglier  education  lias  both  public  and  private  benefits.  Students  who 
get  a higher  education  earn  more,  have  access  to  more  interesting  and 
higher  status  jobs,  and  the  possibility  of  leading  a fuller  life.  Students 
and  their  parents  are  clearly  conscious  of  these  private  benefits — most 
of  those  able  to  pay  for  higher  education  are  willing  to  do  so. 

Although  it  is  difficult  to  estimate  the  effeet  of  price  on  student 
attendance,  a recent  study  confirmed  what  one  would  expect;  namely, 
that  tlic  tendency  for  upper-income  students  to  go  to  college  is  not  much 
affected  by  the  price  oi  education  while  low-income  students  are  far 
more  sensitive  to  price.® 

The  student  himself  is  not  the  only  one  who  benefits  from  his  higher 
education.  Higher  levels  of  scientific  and  cultural  achievement,  more 
intelligent  laws  and  public  decisions,  and  a more  open  society"  are  all 
consequences  of  increased  higher  education  which  benefit  everybody, 
not  just  those  who  happen  to  get  tlie  education.  Tliese  unmeasurable, 
but  nevertheless  real,  public  benefits  of  higher  education  justify  a pub- 
lic subsidy  to  ensure  greater  production  and  consumption  of  higher 
education  than  would  otherwise  occur.  Moreover,  even  if  there  were  no 
public  benefits  a society  miglit  choose  to  subsidize  higher  education  as  a 
convenient  way  of  equalizing  opportunity  and  altering  the  income 
distribution.  In  any  case,  all  advanced  societies  seem  agreed  that  there 
are  cogent  reasons  for  subsidizing  higher  education.  The  question  is 
how  large  the  public  subsidies  should  be  and  how  they  should  be  paid. 

If  we  were  starting  a new  countiy  with  no  higher  education  institu- 
tions in  existence,  the  choices  would  be  wide.  Suppose  tliis  new  country 
decided  that  higher  education  must  be  subsidized  in  order  to  make  it 
accessible  to  a larger  number  of  students  than  would  buy  it  if  it  were 
privately  purchased?  This  eountiy  would  then  have  to  face  three  im- 
portant and  related  questions.  Question  One  is:  should  these  subsidies 
go  to  institutions  or  to  students?  The  new  country  might  choose  to 
subsidize  institutions  of  higher  education  to  enable  them  to  offer  higher 
education  to  students  at  a price  below  cost  or  even  free.  It  could  do 
this  cither  by  supporting  publicly  operated  institutions  or  by  contrib- 
uting to  the  budgets  of  privately  controlled  ones.  Alternatively,  the 
new  country  could  support  students  in  order  to  enable  them  to  pay  for 
higher  education.  The  support  to  students  could  take  the  form  of  grants 


® Toward  a Lovg-RanffC  Plan  ....  Appendix  B, 
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or  lo:ins  or  sprcisil  work  programs  to  on:il)U*  thrm  to  rani  ;ukli(ioii;\l 
in<*oniL». 

Wliirli  i‘onrs»  !lii»  new  rounf ry  ohosc  would  dopi'iid  pnifly  «)H  li<»w 
innrli  faitli  it  liad  in  ronsnnior  .sovoroignty  mul  the  nnirkct  iiuvlianism. 
1 f the  pnhlir  Ixdieved  tlmt  the  host  way  to  «xet  ‘•^ood''  eduration  was  to 
allow  .‘•tiidenfs  to  choose  anion^f  ditrcnait  fy|K»s  of  education  at  prices^ 
roiif^hly  related  to  cost.^  Hum  it  ini^rht  favor  juiffinp  pun*hasin;r  power 
directly  info  the  hands  of  «fndents.  If  the  ])uhlic  h;id  little  faith  in  the 
market  mechanism  in  education  it  ini^rht,  for  administnitive  conveni- 
ence or  out  of  faith  in  the  wi^ilom  of  collefre  a*lminis(rators,  cIkkiso  to 
snp!>ort  institutions  directly. 

1 nis  new  country  would  als^j  have  <lt»ci<le  Question  Two:  namely, 
should  the  piihlic  snhsidi/^*  evervlMHly  who  meets  the  inlelhvdttal  (piali- 
ticalions  fop  hiirher  t^liication  or  only  thost*  who  cannot  ntr<»rd  t^»  pay? 
A pro;rram  with  a means  lest  clearly  rrvpiires  less  lax  money  lhan  a 
p’lieral  sulisi<lyjnit  may  It  a ve  much  lesS|Hditical  snpjViri. 

Question  One  an<!  Two  l>ear  no  necessary  relaliondiip  lo  each  oilier. 
In  the  Imited  Slales  we  tend  to  tliinl(of  instil  ill  iona I aid  as  m*-vss;irily 
a subsidy  to  al!  income*  ^^nnips,  U'canse  most  A meric.*!  ii  institnti«ms 
cliaifve  fi  nnifonn  pric<*  lo  a!'  students.  We  lend  to  think  of  Miuleni 
aid  r»s  an  appnupriate  vehicle  for  snhsidies  lo  m»e<lv  ‘•liidenis  UvaiM* 
siiident  ai<I  hnsoft<*ii  hasfsl  on  m*<*«l.  Onr  mvtliical  new  <^nmtrv. 
hovvever.  w^mM  imt  lx*  Nitind  l*y  ihes*  hislorical  acx^j<lents.  ll  could 
r|ex<Hi*  the  Mvidciil  aid  none,  Iml  ;*i\e  aiti  lo  all  siudenls  n*;rnrtUcss  of 
income  level,  or  il  nendd  nid  instiiniions,  hu:  <linrvi  ihe  institutional 
siilisjdy  pT‘iinaT‘ily  to  lowdin'«»nie  ;*t^aips.  This  coiiM  U*  done  l»y  snh« 
t'iilizin;:'  instiiniions  particularly  acrvssihh*  ixt  lowdncxmie  studenis,  or 
hy  hav5n;r  the  insthulions  aidi^l  charv*e  a sVhlin;;  w^^aV  of  fees  dejx«nd* 
ititron  ihe  sAtnletjiV  income. 

Finally,  onr  new  coiinirv  would  have  lo  decide  Qne?*iion  lliree: 
does  il  wani  lx*ih  pnhlicly  jin<l  priv  ately  cont ladled  hi;:hcr  e<liicaiion 
institutions,  and  in  what  |uo|x*tlion?  Thi:^  cpiotioti.  a;^ain.  Wars  no 
neoexsary  fwlalionship  lo  ihe  hrsi  Iwo.  Iteiilulional  ai<|con1d  W^piv  en 
lo  Ixrth  'piildic  and  private  in^tiiuiiotis,  and  in  <lirtWv*nt  pivij*<nlions. 
Siihstantial  «lire»-t  snWidiy.ation  of  private  instjiut-ions,  however^  would 
lend  lo  hhir  the  diffet^nce  iHwocn  puhlic  and  privale  <as  il  has  in 
Kn;jland).  Suh^lanlial  tvlianoe^m  «»4udeni  aid  wxodd  aW^Icnd  lo  Idiir 
ihe  dixiinclion  iHween  puhlic  and  JU'i^'ale  in»^iluli<ms  sinoe  l>ol'}i 
would  charjye  luiiion.  TJieie  is  no  t^ason.  3iowevt»r,  why  xomc  ansijitv 
li<#ns  c«^j|d  nol  1k^  pnhlicly  ormltolUscI  evir*n  lhoii;*h  ihe  siiWidv  weitf 
in  I he  firs!  in^^aanoeiOiSiudenU. 

Acinal|y»  of  oonrxe,  we  atw  noi  xiaitinfr  a new  -cewntty.  We  ali'c^ndy 
have  a <v»unliy  in  which  ihe  choirves  idtuded  lo  aixne  liave  1*cv*n  made, 
«i!lh<«itfh  in  womewhal  dilTetvnt  wavshvdilfeivnt  Slate's, 

All  heedementan’  and  Xf>eondafy  level,  An^^encans  appatvntly  Ix'heve 
HHal  ihe  J'*et>efil4»!  of  «uch  o<(ucation  lo  xociely  as  a whole  aiv*  »»o  ^jrej^l 
lhal  eletrventaty  an<l  xeormdar\‘  txlucallon  >hrmtd  W ofl'erext  ftf^  walhin 

intf  di»a an oe  of  ihe  »aude.fH*s  hf^ttic,  an<l  indeocj  lhal  all  si  udents 
shxudd  lx*  eotnix^lloxl  lo  atlend  xclvool  well  into  ihe  l<een  ag^'s,,  Xo  *vne 
detiies  lhal  iheie  afe  } n't  vale  Wmethi  of  eh^ienlaty  and  sx'(0*ndaty 
education,  nor  ihal  nioti  pavenu  w ruild  Ive  willing  lo  j vay  for  such  <^ln- 
cat  ion  if  it  were'  not  puldicly  pr<oidcuhThe  puhhe  lK't)efhs  of  tmMtrJUi*' 
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I hat  pvcryono^*ts  (mIiicjiI  ion  nf  this  lowl  arc  tlion^ht  to  justify  [uihlic 
provision  of  the  education  for  every i)ody  including  tijose  who  eonid 
Well  utl’ord  to  pa\*.® 

Hi;iher  edih-ation,  however.  develo])od  ditreivntly;  in  fact,  two  tra- 
ditions developed  side  by  side.  1’he  tradition  of  liipher  private  ednea- 
ton  developed  in  the  East  and  spread  West.  'I’lu*  privat<^  institutions 
ehar/ri*d  for  their  si*rvire.s,  and  always  ratere«l  mostly  to  tliose  wJio 
con  Id  affonl  to  nay.  At  tln^  same  time  they  kent  th.ur  ehar;res  lie  low 
cost,  thanks  to  rinnvh  snppfirt  and  private  philanthropy,  and  alwnvs 
look  ill  some  students  who  eonid  afford  to  pay  little  or  notliiri'r.  The 
Northeastern  States  in  wlneli  private  institutions  w<‘re  stron;:  made 
oidy  limited  etforts — at  leas’t  nntil  nyentJy — to  support  puldie  institn- 
lions.  'Hiey  relh*<lon  priv.ate  institutions  to  supply  inneh  of  tin*  inarln  t. 
in  some  e;iM*s  ^nlwidi/iU'T  thos4*  private  institutions  to  a liinitiHl  e\tenl, 
or  olfiTiii^  .aid  (o  stndenis  who  atletid(*d  eitlnu’  pnhli<’  or  private 
in^titnt  ions. 

Uy  eonf  rnst,  (lie  I rad  it  ion  of  fret'  pnhlie  hij»lier  e(Jpeati<ni  t«vik  mots 
in  the  middle  and  far  West  and  has  only  rt*e«*ntly  had  a vtrono’ ^mwtlr 
spurt  in  the  Northeast.  While  private  hifilier  e<lnrnti<ui  institutions 
rarviy  eharp*<l  full  cost,  pnhlie  lii;;lier  e<ln<Mtion  was  n<*t  enlindy  fm*. 
Students  iiMially  had  to  J>ay  Hune  f(*es,  hut,  mom  imtmrlant,  many  of 
them  had  to  bear  the  ad<lit  ional  eX|H«ns*  of  living:  ;tw  ay  fmm  liotne,  not 
to  tnenli<ni  the  saeritie*^  of  enrniiifrs  ^iven  up  in  order  to  pursue  a 
hijrfier  (Hlue.a(i<tn.  In  p^nepal,  |•uldn*  institutions  have  rharp**I  a uni* 
fonn  price,  alt ho«;:li  Mieliipin  St.ate  Eniversity  is  now  eX|H*riinenf  in^ 
w ith  a s1idiu;r  of  f«*4’s  on  UM  oioe.  Suue  St  atew,  •^tieh  ( "ali- 
fornia,  have  made  a vip>mus  ami  eowfly  etbui  lo  brin^  fnv  puldie 
hi*rher  e<!ueation  within  eoinnintiu^r  disiana*  of  almo-t  all  |H>len(ial 
students.  Others  haveotfemi  liiylier  i<lneati<ni  oidy  a?  a few  <*ampiis<*s 
often  loralts!  far  fpun eeniers<d  p<»pu]ation. 

As  We  ha\e  Hwm,  Imwevcr,  op|suiiiniiy  for  )ii;:b(*r  <vbieati<ui  is  still 
far  fnuu  wjual.  Puh1i<'  as  well  as  private  invtiiuthuis  (eml  to  draw 
^udeiitfe  fl'oui  with  alsoe  iu<*<uue.  Kteu  our  nn*^t 

deinoeratie  institutions,  the  puldie  two*\ear  juni<*r  collep*s,  haiv 
sltulent  l#o<|jes  nhos/*  families  hat  e incomes  on  l3ie  at  eivip*  hi;»her  than 
that  of  iliep^neral  jKijmlailiou.  At  <!ie  elementary  and  jscv'ondaty’  level, 
evei‘\l*<*<ly  pays  for  a puldie  exlucathui  svMem  t<*  which  ahnoM  every- 
t»<*dy  At  (lie  hi;:her  fvjuea(i<m  le\el,  Imweter,  llie  f a\  payer  pays 
for  a higher  o<iucat ion  syf^em  to  which  anyone  l*e  admittesb  hut 
which  tn  pr‘ariicy*  mn  jevs  di’^pr^i|KUii«mate)y  the  npj^er  inciune  rjr^uips. 


EJiHSKNT  rnoiCES 

CSivrn  thi^  Mt nation,  v.e  have  fe^rtne  nati<mnl  ohjcvt over  the  ne\t, 
5several  yeai>;  (1)  toijK*rr.awethenund^erof  stu<leni.«i  henedtting  fi\im 
hiirher  c\duc4t ion  by  mnovinir  tire  harriers  to  attemUneve*  for  tJm«e  in 
lower  income  iirolips,  (iJ)  to  inerra^^e  the  llow'inp  into 

• rultUf'  |in«  ♦‘4i  «hiUwj  t*\T  aU 

i)f  |W  WiVumU  fwt  Uo! 

tl»A  *4  *wiiM*«n»»n  in  ocui<',fioii  l«>»4 
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hi^rlior  eduraiion  (both  total  and  per  jitudent),  and  (3)  to  accom- 
plish all  this  while  prost^rviri"  diversitv  in  the  system  and  auton- 
omy of  indiviilual  instihitions.  AVlial  rhoices  do  (he  public  have? 

altcmailvc:  major  caiphanis  on  imreasinf/  the  avaUnhlUty  of 
f)Yc  nahVic  education. — An  obvious  o])tion  is  to  put  the  majoj*  slmre 
of  additional  public  resources  (wlictlie’^  State,  local  or  Federal)  into 
buihlin^t  more  low  or  free  tuition  cOiunu;n5ty  colleges,  expanding 
existing  public  institutions,  and  building  new  ones  in  and  around  cities 
where  the  bulk  of  the  students  are.  To  many  this  seems  a logical  de- 
veloninent.  Higher  ed notation  is  becoming  as  necessary  to  good  jobs, 
productivity,  and  status  in  the  community  as  secondary  education  was 
a generation  ago.  Provision  of  free,  public  higher  education  seems  ns 
much  a part  of  (he  public  duty  us  provision  of  free,  public  scconrlnry 
education  was  then. 

*rhin>e  art'  three  arguments  against  this  course  of  actioji.  First,  it  is 
relatively  expensive  to  the  public  treasury  since  it  involves  providing 
free  e<luca(ion  to  many  who  could  afford  to  p;iy.  The  expense  could  I)o 
lessened  by  charging  "tuition  at  publicly  controlled  institutions  in  ac- 
conlance  with  nmlity  to  pay,  nithougli  the  popularity  of  this  idea  is 
doubtful.  Second,  free  public  e<lucation  by  its<»lf  will  probably  not 
equali?^  opfmrtnnity  among  income  groupV  Special  efforts  to  locate 
pulilic  iu<^UMU ions  in  tin*  imier-city  w<udd  help,  but  many  low-income 
students  especially  from  rum!  areas  need  fsnanci.al  assistance  even  to 
ntfenci  a “free**  institution.  Thin!,  sucli  a policy  by  itself  would  hasten 
(lie  relative  growth  of  rnihlic  institutions  wliicJi  hast>ocn  going  on  for 
some  years,  and  might  force  a lot  of  private  in.stitution.sout  of  business 
or  into  public  hands.  Wc  would  probably  eventually^  end  up  about 
when'  wc  an*  in  elementary  and  si'oond.ary  education:  with  a vast  pn*- 
I>omleranre  of  students  in' public,  institutions  lug  with  the  simdval  of 
21  few  fwivate  iiniitutions  due  to  exeelleiux',  .spec ia1ir.at inn  or  snob 
api)eal. 

Sr  con  d alt  c rmi  i cc  : chdjn  n/:l  add 1 1 ional  p^tblic  renou  rcca  ma^  n/y  into 
niudent  aid  far  txcf.dy  ntudeniA. — No  one  would  seriously  advocate 
almlisliing  piildic  institutions,  but  it  would  lie  possible,  while  con- 
linuingto  siiptmii  public  in^  i(u(ions,tocJmnnel  the  bulk  of  new  public 
fcir  litgher  j*<Iiic2i(ion  ( whether  State,  Ii>c2il,  or  Fedend)  into 
student  aid.  This  is  an  attractive  policy  to  tliose  who  l>eHeve 
strongly  in  enhancing  the  power  of  (he  consumers  of  education  and 
jo  tlios(*  who  give  high  prinritv  to  cqualivsing  opportunity  among 
income  groups.  Kinphasis  on  student  aid  coiihl  also  improve'rhe  com- 
petitive position  of  the  private  wtor  in  higher  education.  ^Itudent 
aid  would  lend  to  retluce  tuit  ion  differences  ween  public  and  private 
institutions^  since  the  incentive  to  kec*p  pidilic  institutions  fret*  would 
tvsluced  if  students  had  public  grants  avail.able  witli  which  (n  nav 
tuition. 

In  choosing  among  different  types  of  student  aid  one  has  to  halaita* 
the  effectiveness  of  the  aid  (in  terms  of  the  nundrer  of  stmicnta  enabled 
to  go  to  college  or  to  l>eUer  colleges  than  would  otlierwiso  have  iKxm 
{H^sible)  against  the  cost  to  the  public  t wasiiry, 

1'he  costs  are  not  ns  hard  (o  figure  a«  the  effectivenoas.  Clearly  a 
loan  to  a student  costs  the  pubJW.  less  in  flie  long  run  Uian  a grant  of 
the  same  amount.  A work-study  grant  costa  the  treasuij  no  less  than  & 
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.straijrlit  ^rnut,  l)iit  nmy  Imvc  some  ojTsettiiig  IxMioIits  fo  the  institution 
whicli  ein))loys  the  saulent.  A grant  (or  loan)  program  with  a means 
test  clearly  costs  less  tlian  a nrogram  which  {)rovides  aid  to  all  students 
at  levels  liigli  enough  to  make  a real  diirercnee  to  those  in  low-income 
groups. 

EtTertivene.ss  is  harder  to  estimate,  since  it  involves  inferences  about 
student  beliavior.  Grants  are  undoubtedly  more  effective  in  inducing 
low-income  students  to  go  to  college  than  loans  in  the  same  amount. 
Ijow-incomo  students  tend  to  he  reluctant  to  borrow  for  their  educa- 
tion even  if  funds  arc  available  on  generous  terms.  A contingency  re- 
payment loan  plan  (one  in  which  the  borrower  agrees  to  pay  back  a 
jmreentago  of  his  future  income)  would  overcome  some  of  the  re- 
luctance of  low-income  students  to  borrow,  but  it  is  not  known  how 
much.  A work-study  grant  is  presmuably  loss  attractive  to  students 
limn  a .straight  grant  and  it  is  hard  ro  say  how  working  affects  the 
students  performance  in  college.  Unless  the  work  is  educational  in  it- 
.sclf  it  m.ay  simply  use  up  time  and  energy  and  make  it  difficult  for  the 
aided  stuilcnt  to  compete  with  his  more  ailluent  and  perhaps  better 
prepared  fellow  students  who  arc  not  required  to  work.  On  balance  the 
authors  feel  that  the  best  combination  of  student  aid  plans  is  (1)  a 
gniiit  piogniiu  Imsed  on  need,  for  students  from  families  with  below- 
avenige  iiiconusor  nlmvc-avcnigc  luiinlwr  of  children  or  both,  and  (2) 
a generous  loan  program  (either  fixed  term  with  a long  repayment 
.schedule  or  contingency)  to  supplement  the  grants  and  help  those  in 
I he  up]>er-income  gmups  spread  exj^enscs  over  time. 


ENTER  THE  FEDERAL  GOVERNJfENT 

The  almve  disciussioii  is  all  in  terms  of  “public'’  .subsidization  of 
higher  eilucation.  The  major  options  exi.st  whether  “the  public”  is  op- 
erating fhmiigh  local,  State  or  Federal  Governments.  Sinco  State  and 
h)cnl  governments  havolieeii  the  major  instruments  for  public  siipjwrt 
of  higher  educat  ion  in  giuicral  (o.xclnding  special  interests  of  the  Fcd- 
enil  Governinent,  such  as  graduate odiiait ion  and  n^seanch),one  might 
ask  why  this  slionid  not  continue.  Why  there  is  need  for  anv  new*  Fe<I- 
enil  iniiiatives  in  financing  undergraduate  education?  Why  not  let 
the  public  intere.st  iind  its  expn^ssion  through  State  and  hxial  action? 

The  answer  of  those  who  Wlieve  the  Fedeml  Government  should 
play  a yivafi^r  role  is  cssiuitially  that  State.s  and  localities  will  not  do 
••eiioiigli**  and  may  do  the  “wrong”  thing. 

The  idea  that  States  and  localities  will  not  do  “enough”  re.sts  on 
two  arguments^  ouo  (heoreticail  and  one  pniclicul.  The  theoretical  ar- 
giiiiicnt  is  that  small  goograidiical  areas  tend  to  underfund  a public 
S4‘rvico  whose  lioiiclits  spiTi  over  into  other  gcxigniidiicnl  ari'us.  Since 
jHlucnted  jn^ople  migrate,  individual  States  and  eonuiumities  have  lcs.s 
incentive  to  provide  higher  Cilucnt-ion  than  they  would  if  they  could 
1)0  sure  that  the  educated  people  would  stay  home.  Hence,  the  level 
of  public  subsidy  to  higher  eduction  will  bo  loss  if  public  desires  arc 
e.\pn‘ssiHl  thrmiglj  State  and  local  governments  than  if  they  luv  ox- 
pivosixl  at  the  national  level. 

The  nracf  ical  argument  is  t hut,  despite  st  rong  supimrt  of  higher  odu- 
cat  ion  by  State  and  local  govcminents  in  tlio  past,  equality  of  cduca- 
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tional  opportunity  is  still  far  from  a reality.  Tho  States  Imvc  been 
citlicr  unable  or  unwilling  to  put  up  tlie  resources  necessary  to  equalize 
ojqmrtunitj^  for  liiglier  education.  Even  in  States  whei*e  fi*ee  public 
education  is  widely  available,  able  students  from  low-income  groups 
are  far  less  likely  to  obtain  a liigher  education  than  able  students  from 
upper  income  groups.  The  prospects  for  greater  etforts  in  the  future 
do  not  look  proinising.  State  and  local  govenmicnts  arc  faced  not  only 
with  rapidly  rising  cost  in  higher  education,  but  with  tremendously 
increased  pressures  for  all  sorts  of  other  iinhlic  services,  including  ele- 
mentary and  secondaiy  education,  health,  liigliways,  recreation,  con- 
.servation  and  the  like.  All  of  those  prcs.siircs  are  also  hoing  felt  at  the 
Federal  level,  of  coiiise,  but  tlic  Federal  tax  system  is  better  able  to 
meet  the  demands.  State  and  local  tax  systems  rel}^  licavily  on  sales 
and  property  taxes  that  fall  more  beindly  on  tlio  low-income  groups 
and  are  far  lei^s  responsive  to  econoniic!  growth  than  the  Federal  tax 
.S3\stein  with  its  heavy  <*oinponent  of  progi'ossivc  income  tax. 

Tlio  argument  that  States  and  localities  will  do  the  'Svroiig  thing*’ 
comes  fn)in  tho.se  who  l>elieve — for  a variety  of  ix?asons — that  pi*ovi- 
siou  of  fi’ce  public  liigher  education  should  not  he  the  only  method 
of  imblic  subsidization.  It  seems  likely  that  most  States  will  put  their 
additional  funds  for  higher  education  into  expanding  and  improving 
their  publicly  operated  institutions.  Substantial  student  aid  programs 
or  in. St  it  11  tional  .aid  to  prnalc  institutions  (iincon.stitii  tional  in  some 
States)  .^em  inilikcly  jo  be  major  veil  ides  for  State  or  local  subsidiza- 
tion of  liiglicr  education.  Hence,  those  who  argue  for  an  iiicrc.asing 
Federal  role  in  financing  higlicr  education  include  both  those  who  be- 
lieve it  is  desirable  for  the  public  to  sulisidize  students  directly,  and 
j'li 0.^*0  who  lielieve  in  the  desirability  of  aid  to  private  as  well  as  public 
institutions. 

To  sum  up  ail  argument  ii  liich  seems  ])ersiiasive  to  the  authors:  the 
Fcdenil  Govermnent  should  play  a larger  role  in  jiro riding  the  subsidy 
for  higher  education  both  because  tlie  States  .and  localities  by  tlieni- 
.selvo.s  will  not  subsidize  liiglier  education  at  a national ly  desirable  rate, 
and  bocau.'^o  the  inetliods  tliey  are  likely  to  clioose  will  not  bo  llie  best 
ones  from  the  point  of  view  of  insuring  equality  of  ojiport unity  .and 
] ) re.^e  rv i ng  th e d i \'e rs i ty  o f a p a r ti  a 1 ly  p ri  v a t e sy st o i n . 


THE  FEDERAL  OPTIONS 

Realist  icidly  then,  the  Fedeml  Government  has  a clioicc  among  sev- 
eral gonerel  courses  of  action:  (1)  institutional  aid  for  all  in.stitii- 
(lons  ])nhliG  and  ])rivate,  (2)  student  aid  of  a variety  of  sorts,  (3) 
some  oonibination  of  the  two.  The  choice  depends  largely  on  how  great 
a ])riority  i.s  given  at  tlio  Federal  level  to  improving  equality  of  oppor- 
tiimtv,  and  how  iniich  to  increasing  the  I’csoiirees  per  student  available 
to  higher  education.  If  a high  jiriorily  is  given  to  iin])roviiig  equality 
of  opportunity — as  we  think  it  .slioiild  l>e — then  cstalilishinont  of  a 
major  student  aid  program,  insuring  that  all  with  ability  arc  able  to 
go  to  college,  is  the  first  oixler  of  business  for  the  Federal  Govermnent. 
\>  o believe  that  Federal  subsidies  should  available  to  all  those  wlio 
can  gain  ndmittanco  to  an  accredited  institution  of  liiglier  education. 
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but  Avlio  do  not  liave  tlie  funds  to  go.  The  anionnt  of  aid  .should  be  based 
on  tlie  family  income  of  the  .student  and  tlie  number  of  meinbei’S  of 
the  family.  Somewhat  different  .student  aid  program.s  meeting  those 
criteria  liave  been  pi’oposed  both  by  the  Carnegie  Commi.ssion  and 
the  Department  of  Iloalth,  Education,  and  Welfare  under  tlie  John- 
son Aclministvation,  and  several  bills  are  pending  before  Congress."^ 

Grunt  aid  from  the  Federal  Government  will  insure  that  needy  stu- 
dent^ have  the  funds  to  go  to  college.  Student .s  from  more  aiUuent 
families,  however,  also  need  help  in  spi* *eading  the  cost  of  education 
over  time.  Moreover,  needy  students  will  recjuire  additional  fund.s  if 
they  choose  to  go  to  moi*e  expensive  in.stitntion.s  far  from  homo.  For 
the.sc  reasons,  an  am])lo  supply  of  loan  funds  repayable  on  convenient 
terin.s  i.s  de.sirable.  Present  Federal  loan  programs  do  not  moot  tliis 
need.  Wo  would  favor  the  establishment  of  a Federal  loan  bank  for 
students  with  long-term  payment  possibilities  and  cancellation  of  the 
obligations  of  those  in  straitened  circumstances.® 

Aiding  students  will  be  an  empty  gesture,  however,  if  institutions 
are  not  able  and  willing  to  provide  them  good  education  responsive  to 
their  needs.  Since  tuition  never  covers  the  full  cost  of  higher  educa- 
tion, Ave  would  favor  a cost  of  education  allowance  to  the  institution 
taking  a Federally  aided  student  to  help  comi>ensate  for  the  additional 
cost.  Such  a program  would  channel  substantial  amounts  of  institu- 
tional aid  into  those  institutions  with  expanding  enrollment  especially 
those  making  an  effort  to  serve  needy  ^iidents.^ 

Tlie  cost  of  education  allowance  will  be  helpful  in  facilitating  ex- 
pansion of  existing  institutions  to  serve  the  needs  of  more  students,  and 
it  si  1011  Id  also  encourage  special  efforts  to  recruit  and  hold  needy  stu- 
dents. Blit  the  re  is  also  the  need  for  new  institutions — especially  in 
low-inconie  areas  of  major  cities.  The  cajiital  outlays  and  hind  acquisi- 
tion costs  involved  in  starting  a new  iii.stitiition  in  the  cit}^  are  largo, 
and  we  believe  tliat  the  Federal  Government  should  assist  States  and 
localities  in  meeting  the.se  costs. 

This  package  of  Federal  actions  gives  high  priority  to  insuring 
equality  of  opportunity  by  cliaiinolliiig  funds  di recti 3^  to  low- income 
students  and  to  institutions  .serving  or  being  set  up  to  serve  these  stu- 
dents, We  believe  that  this  is  the  most  appropriate  Federal  priority  for 
the  support  of  undovgi*aduate  education — especially  in  vicAv  of  tlie 
State  and  local  commitment  to  general  subsidization  of  higher  educa- 
tion through  the  operation  of  public  institutions. 


" Totoard  a Loiw-Rangc . . . , pp.  32-3.3. 

OtiaUtj/  and  EquaUtj/:  Eew  Levels  of  Federal  ResponsilAXiiu  for  Higher  Education^ 
Carn»'ffle  Commission  on  tho  Future  of  lusher  Education,  1008.  p.  17. 

*Si‘o  S.  1788  [Mondale  Bill],  for  a loan  bank  which  meets  these  requirements,  pp.  33-45. 
® For  a more  extensive  discussion  of  the  rationale  for  the  cost  of  education  proposal  sec 
Totcard  a Flan  . , . , pp.  28-20. 
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The  Benefits  and  Costs  of  Alternative  Federal  Programs 
of  Financial  Aid  to  College  Students 

Andre  Daniere"^ 


I.  GENERAL  FEA^MEWOEK  OF  TIIE  ANAI.YSIS 

From  tho  standpoint  of  policy  formnlators  at  the  Federal  level — 
v;hicli  means  individual  members  of  Congress  and  executive  policy- 
makers— the  problem  of  financial  aid  to  students  mnst  be  solved  as 
part  of  a larger  cost-benefit  analysis  concerning  the  whole  financial 
stnictnrc  of  higher  education.  A given  enrollment  stnicture  (specify- 
ing what  kind  of  individual  attends  what  kind  of  institution)  can  be 
obtained  through  any  number  of  combinations  of  measures  which  in- 
clude: direct  subsidies  to  institutions,  tax  or  other  forms  of  inducement 
to  philanthropic  giving,  earmarked  or  general  Federal  subsidies  to 
State  governments,  matching  grants  to  institutions  or  State  govern- 
ments, tax  relief  to  parents  of  college  students,  various  forms  of  direct 
financial  aid  to  students,  etc.  The  results  achieved  depend  on  the 
responses  of  parents,  students,  philanthropists,  institutions  and  State 
governments  to  the  various  inducements  wliich  the  policies  generate. 
The  problem  faced  by  policy  formnlators  at  the  Federal  level  is  to 
combmjB  their  use  of  financial  instruments  in  such  a way  that  results 
arc  optimum  from  the  standpoint  of  their  own  objectives. 

There  is  not  too  much  difficulty  in  specifying  the  ‘‘results”  entering 
“objective  functions”  in  this  area,  although  the  precise  “value  weights” 
attached  to  each  are  a matter  for  individual  membci’S  of  the  Federal 
Establishment  to  decide.  Taking  the  overall  size  of  the  Federal  budget 
to  have  been  determined  independently,  so  that  the  direct  fiscal  impact 
of  alternative  financing  decisions  need  not  be  taken  into  account,  the 
main  “results”  of  relevance  can  be  listed  as  follows : 

(a)  Additions  to  (or  subtractions  from)  gross  national  product  over 
time.  The  positive  element  in  this  computation  is  the  rise  in  labor  pro- 
ductivity which  enrollment  shifts  induced  by  Federal  programs  will 
generate  over  time.  The  negative  element  is  the  additional  resource 
absorption  (in  student  man-hours  and  direct  education  costs)  caused 
by  the  induced  enrollment  structure. 

(b)  Increases  (or  decreases)  in  the  degree  of  equalization  of  educa- 
tional and  ^ career  ^ opportunities  between  socio-economic,  racial  or 
otherwise  differentiated  groups. 

(c)  Certain  changes  in  the  manner  in  which  incomes,  taxes,  levels 
of  persona]  consumption,  jobs,  and  environmental  comforts  are 
distributed  among  the  pop\dation, 


♦The  author  is  Associate  Research  Professor,  Institute  of  Huma’/i  Sciences, 
Boston  College. 
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(d)  Altcnmtivo  benefits  fore^ne  as  a result  of  pulling  budget 
dollars  away  from  other  areas  of  Federal  intervention. 

The  above  list  oiily  covers  the  most  obvious  issues,  ignoring  a num- 
ber of  additional  concerns  which  enter,  at  one  point  or  another,  to 
modify  or  qualify  the  choice  of  policy.  These  would  include  sociaJ  and 
racial  integration,  distribution  of  higher  education  control  (especially 
public  vs.  private) , size  of  State  budgets,  etc.  The  main  lines  of  Federal 
policy  can,  however,  be  specified  by  reference  to  an  “optimization” 
solution  in  tenns  of  the  major  objectives.  The  decision  problem  is  then 
posed  in  the  simple  form : 

^^Find  tlie  set  of  financial  policies  for  which  the  svm  of  elements 
listed  under  (a),  (&),  (c),  {d).  ea/)h  multi])lied  hy  the  appropnate 
{positive  or  negative)  value  weighty  is  maximized. 

It  is  not  taking  too  much  of  the  Federal  consensus  for  granted  to 
assume  that,  for  most  individuals  concerned,  incre^ises  under  (a)  and 
(b)  would  have  a positive  weight,  changes  under  (c)  could  have  either 
sign,  and  benefits  foregone  under  (d)  would  enter  negatively. 

Giving  the  scarcity  of  budget  dollars,  it  can  be  stated  as  a general 
rule  that  all  solutions  that  are  not  “budget  dollar  efficient”  should  be 
rejected,  i.e.  any  policy  that  procures  the  same  results  under  (a) , (b) , 
and  (c)  at  a lesser  budget  cost  should  be  preferred,  Since,  fuithcrmore. 
Congress  tends  to  display  a preference  for  the  spending  of  future, 
rather  than  pi*esent,  budget  dollars,  different  time  patterns  of  budget 
spending  must  be  compared  by  applying  positive  time  discounts  to 
future  budget  dollars^  and  summing  up  the  discounted  quantities. 
Finally,  the  value  of  benefits  foregone  can  be  taken  as  a fixed  multiple 
of  the  discounted  budget  cost  of  the  financial  program,  the  multipli- 
cation factor  representing  the  “marginal  value”  placed  by  the  policy 
formulator  on  a “general”  budget  dollar.  The  latter  is  larger  than  one 
if  the  individual  views  the  size  of  the  Federal  budget  as  less  than 
optimum,  less  than  one  if  he  feels  that  the  budget  is  too  large  or  grossly 
mismanaged. 

The  “time  discount’’  of  future  budget  dollars  bears  no  direct  relation 
to  the  “investment”  discount  applied  in  comparing  resource  costs  and 
productivity  benefits  generated  over  time  by  the  Federal  programs.  It 
only  reflects  a time  preference  of  taxpayers  (and  their  representatives 
in  Government)  concerning  redistribution  of  their  income  through 
Federal  taxation.  Tliere  is,  of  course,  an  indirect  connection,  in  that 
rational  taxpayers  must  discount  future  tax  payments  by  reference  to 
present  investment  opportunities.-  But  the  collective  process  of  deci- 
sion, driven  as  it  is  by  individual  attempts  at  shifting  burdens  on 
others,  does  not  fully  reflect  the  rational  time  preferences  of  individ- 
uals, just  as  it  does  not  reflect  their  rational  preferences  between  private 
and  collective  services.  The  average  taxpayer  views  every  budget  in- 
crease as  a personalized  attack  on  his  financial  comfort,  and  the  strug- 


^The  discount  rntes  need  not  be  constant  from  year  to  year  and  may  reflect  various 
expectations  of  budget  ease  or  tightness  In  the  eomlng  years. 

2 Under  an  income  progressive  system  of  taxation,  and  to  the  extent  that  individual 
Incomes  rise  relative  to  the  average  over  the  life  cj’cle,  an  average  individual  can  expect 
to  pay  a higher  proportiton  of  the  total  tax  bill  next  year  than  now;  if  so,  the  rate  of 
discount  he  applies  to  future  public  budgets  should  be  somewhat  less  than  his  alternative 
rate  of  return.  On  the  other  hand,  a large  proportion  of  voters  fail  to  take  investment 
opportunities  into  account  and  discount  future  budgets  and  taxes  on  the  basis  of  the  greater 
financial  case  they  expect  (or  dream)  to  enjoy  in  coming  years. 
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gle  to  pacify  his  fears  in  the  current  year  (or  before  the  next  election) 
leaves  little  room  for  systematic  analysis  of  budget  alternatives  oyer 
time.  It  is  aimarent  that  a veiy  high  discount  is  applied,  in  practice, 
on  future  budget  receipts  and  expenditures,  with  the  observable  result 
that  expenditures  are  deferred  for  as  long  as  heavy  political  pressures 
or  impending  crises  do  not  make  their  enactmeiit  imperative. 

1.  Gexeral  Stoateoy 

These  are  only  a few  of  the  “simplihcations*'  that  can  be  introduced 
to  render  the  decisioii  jiroblem  manageable  and  to  develop  solutions 
of  general  applicability  for  a wide  range  of  individual  value  systems. 
The  present  analysis  relies  on  two  major  '^assumptions,”  one  to  be 
lived  with  through  the  end,  the  ofeher  only  temporaiy. 

(a)  The  set  of  Federal  financial  programs  concerning  higher  edu- 
cation ic  taken  as  given^  concept  for  general  programs  of  financial  aid 
to  students.  In  other  words,  tlie  analysis  is  limited  to  policy  variations 
within  the  restricted  area  of  student  financial  aid,  and  possibilities  of 
substitution  between  tliis  and  otlier  forms  of  financial  intervention  are 
ignored. 

(b)  In  a preUminary  step^  it  is  also  assumed  that  support  patterns 
on  the  part  of  other  agencies,  i,c,^  States,  philanthropies,  institutional 
endoioments^  are  not  of' ected  hy  vanations  in  Federal  financial  aid 
to  students.  More  precisely,  the  maximum  capacity  of  each  class  of 
institutions  (where  class  is  defined  by  type  of  instruction  and  tuition 
level)  is  assumed  to  grow  independently  of  Federal  student  aid  poli- 
cies, the  latter  affecting  only  tlie  extent  to  which  those  capacities  are 
created  and  filled.  This  means  that,  for  all  enrollments  below  the 
maximum  projected  capacity  in  cacli  class,  financial  contributions 
from  State,  municipal  and  pliil anthropic  sources  will  be  adjusted  to 
pay  the  difference  between  tuition  receipts  and  actual  education  costs. 

It  is  further  assumed  (again  provisionally)  that  the  Federal  Govern- 
ment can  so  regulate  its  distribution  of  student  aid  that  other  sources 
of  student  financial  aid  will  not  only  be  maintained  at  their  present 
level  but  will  be  distributed  so  as  to  maximize  the  effectiveness  of 
Federal  aid.  This  means  that,  in  the  first  approximation,^  other  sources 
of  financial  aid  can  he  treated  as  an  added  financial  resource  of  the 
Federal  Government  which  it  can  ^^get  distributed^'^  at  no  cost  to  itself, 

2.  Tactical  Steps  in  the  Preliminary  Analysis 

As  already  indicated,  the  preliminary  analysis  assumes  that  capacity 
in  each  class  of  institution  can  reach  a specified  maximum  over  eacli 
year  of  the  projected  horizon,  the  actual  capacity  created  and  filled 
under  this  limit  depending  on  the  number  of  enrollments  induced. 
Classes  of  institution  are  defined  along  two  dimensions,  one  describ- 
iiig  type  of  instruction  and  the  other  tuition  and  fee  level.  Type  of 
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instruction  can  it«self  be  described  in  terms  of  several  characteristics, 
including  curriculum  type  and  level  of  instruction  costs  per  pupil 
Assuming  that  Federal  authorities  can  significantly  control- 
through  the  leverage  of  their  own  programs — ^the  allocation  of  student 
aid  by  other  agencies,  the  problem  facing  policy  formulators  at  the 
Federal  level  can  be  put  as  follows : 

“Given  the  maximum  value  of  benefits  under  (a) , (b)  and  (c)  above 
achievable  through  student  financial  aid  at  successively  higher  budget 
costs,  find  that  budget  cost— and  specify  the  corresponding  aid  pro- 
grams— at  which  the  “marginal”  value  of  benefits  created  by  a budget 
dollar  in  student  financial  aid  is  equal  to  the  “marginal”  value  of  a 
“general”  budget  dollar. 

This  recipe  relics  on  the  simple  notion  that  something  is  gained 
by  expansion  as  long  as  additional  budget  dollars  in  the  programs 
create  a higher  value  of  benefits  than  they  would  in  alternative  serv- 
ices, but  that  expansion  should  cease  where  additional  benefits  are 
worth  no  more,  and  would  soon  be  worth  less,  than  what  those  dollars 
could  generate  elsewhere. 

The  first,  and  cmcial,  step  in  this  procedure  consists  in  determining 
loliat  programs  maximize  benefits  at  each  successive  level  of  total 
hudget  cost.  It  is  useful,  in  this  connection,  to  distinguish  between 
two  major  dimensions  of  an  aid  program.  The  first  is  the  size  of  fund- 
ing offers,  i.e.,  how  much,  in  whatever  form,  is  offered  (potential) 
students  of  various  descriptions  in  the  way  of  financing.  Tlie  second 
is  the  set  of  conditions,  or  “packaging  rules,”  attached  to  the  funding 
offer,  i.e.,  how  much  comes  as  a straight  grant,  how  much  as  a loan 
repayable  under  specific  terms,  how  much  as  a (subsidized)  wage  for 
work  performed,  etc.  Not  only  is  the  distinction  a useful  one  concep- 
tually, but  the  detennination  of  “best”  programs  at  each  total  budget 
cost  can  be  handled  in  relatively  independent  steps  along  each  of  the 
two  dimensions. 

Level  1 — Best  packaging  rules 

Starting  with  an  arbitrary  pattern  of  enrollments  and  aid  funding 
levels — where  the  “pattern”  specifies  classes  of  students  (by  income 
and  measured  aptitude)  and  institutions  (by  instructional  character- 
istics and  tuition  level) — the  following  problem  can  be  solved: 
“Specify  a set  of  ‘packaging’  rules  such  that  (1)  students  will  accept 
the  specified  funding  if  their  enrollment  depends  on  its  availability, 
(2)  the  burdens  placed  on  them  and  their  families  are  “tolerable”  by 
current  social  standards  and  (3)  the  above  two  requirements  are 
fulfilled  at  the  minimum  possible  budget  cost,” 

The  “burdens”  I'ef erred  to  include  student  commitments  to  repay 
the  amount  funded  at  interest  (student  loans)  or  to  supply  certain 
amounts  of  work  (work- study  programs),  as  well  as  the  reduced  con- 
sumption levels  experienced  by  th^emselves  and  their  families.  The 
insistence  on  “tolerability”  by  current  social  standards  has  to  do 
with  the  “distribution”  objective  mentioned  under  (c)  in  the  intro- 


’ Maximum  capacities  may  also  be  specified  for  the  weighted  sum  of  enrollments  in  two 
or  more  distinct  educational  patterns  in  the  institution  class,  c.g.,  part  time  vs.  full  time. 
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^tl'hdoul  f*«l^|Jloh^:Kl^  Ui  u'ld  riltor^'  i4-  ithd  ■VhMdo^puth'  % fry 

f'«4ovuhl  ^llll^  of  uif  rihhhd/uih  j^M^ic>Hc*d tJir  lihl-^hrt' if^'ohi  ii  cH  IkIa  <»oUi 
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Htul  «if  dtlH icil^  JrvtiJ^ 
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^KlOHtuI  tnrf  UM;,  ihr  ol  trt  oAnllt  IMil  |l*rini  llll' 
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t.Vol  -wJHkl  to  thv  4i5k|Vi5til!io(ti  of  f i*  It  Ho<’Of*4hA£ 

10  whie'o  4tki4rt1»Wl;U|lk^  (if  thoU’  ltdic)  tO  T^tl^llf  V'  f<rlf'  uhll) 

iimiid  uhl  to  0kti+kfte>  lhf>  OOj^  of  ftill 

niiil  hv  n fiio<|  <hv  aioH  *0! 

lojlrf-liit^ttcl  t1>frtt%thfV>  tvO  tlie)  s^iodfiv  Op  <>f«H|'lo^hiOh 

rif  lhe)»nitnKo(|ii^^]  UmI  fkoo^,  t^kO  jUkvhn^itJ^t'tlle^fhut  twlththi^)  lUhl^pnl 
^tciHI  <lw  nJwvirkfkf^  of  ilihy  <*yt*44e*  ociH=i|ff>trtioh  to  fitmtuml  nhJ  ^w4jl 
toithnii^'x)  it  thitll  oosrt  Itkile^jK^oh^^itJy  n ^V'0<t 
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'1.  l‘'iUArMA<rta^  ^>r’ 

l';)jf>  )*;ii.u  ojK'.rjiU'*  )T^  liC't'iM*  (v+;}t  yuirnMrJ7.«i 

^1  n qrtutft  vv; #./■/> Wv'on.  T1k‘  }»«1* 

1<*,r7)  4.j»(‘rifif‘fc  iJk*  fltnatuM  ( l+tif  t)ot  l|»r  fmtn)  c)l  fitiftTif’iJil  aid  U>  Ik* 
f‘«r  l}  rv1tt»W  of  OVf*j‘  <*»|KK*(/fvj  |K*M<kJ  of 

1 (ifiij'  x^\r<t\ ItrK'td..  1 'Kf>  u»  io  f iTmI  1*h»*  oorfr/hinal  1^4) 

fd  iJoati»>  nt)(l  lo  t^lAaditd.  i3f#*W 

<|i«*  <vntt  of  h4<I  ii^twHtdroiwKL  oriirii^ttS  i4/nU'?m«rii  of 

Jftn  t'T*ff*:r*  <o  1 ^o  i3k* 

(fii1ri/v>  *9^  <io3r|%1df*  «/VK4v|jrijt  <0  «rri»l 

^•rrr»5K*:rj»  1i|u*  <^t;lirt'  ^JihI  O^ttM!!  l1 lo  ll^O 

Uo\vr\-<r,  l(T  tnnit  ityf  wfK.ittI  ai!4ito<ilat*tJ«  of  f«h*5v 

Wf*  ':tl»vu}t*  i jiiil  tlio  ootMlllir^ti*  nf  aofK»Jii!^i'Uifily  ''Vill  jiW*  Jk>  JnnU 

A.  >of  -N  of  a;jij 

5<<M;|Tntv*4  jf>ml  rv'fl'i>/H8ry'«-1:irjrrj  «f  «II1  j'»7*o;jTa^'n  •«'<' 

ii5>MUtnc* -1  Kill  ioltt'iilnl  ily  orjrfis»i7*nitrt,*  itjjj  io|»r7'*i1c> 

7tidf‘jKT0('lfTf(l1y  of 

( II  ) ilit*  1/dr7'«1fi1j1y  4.J»rv»JfKH<J  ai|  iifvrf  lntl  I IipIow, 

1/tr  t>r>stf  (jf  ^n^J/J/U:jfi^  j 4'**  a^OOlItJltf  of  a;i<f  loatu  iltld 

1o'lr7*liUTt>  0«t|  Ik* 

l<!tiJtj!l  iis.  II  futK^tj^’itt  : f (Al)*  )|  ?»i  1.1  u’  atrioutil 

of  li«iii  ^^i(i  ^itii!  l}tf*  ftitu^iotl  1»Hs^  IJk*  s'lliljK* 

.ti4in£1'ato  3. 
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fti)  \V4})  <«KKijoti  t1  Wow),  « 

fi^4  w of  of  f^OUt^  Mot4tc4  |K>I* 

i^io  « 013  joti  |w  Ir4 

M'Uk  Jointt  J<43=434  i»>  tM  W«1<k| 

<o  iht^  ^M3■Jlo«tn  ^ hkh  ihp.  Mhith^)  oo?«.  | K»r  4oUiw’ 

«4  |ol3  «3(|  |^i«(KH.t|y4  4<*|K\r34»  <4t)  <1)0  oit3j4oy*o«>^d  of  oolh^ 

Mii4ot3i  ai  iti  ^i^ch  jocMil  liiW'  1 1 Jol^  mv  m4i  <o 


« 1^14  ji6¥l  fuawtf****  i>f  4milKl4'4t»i!  ■«I*4*k  ¥l4ii||  ««f^il4Kii 

|H>r 4i«mr|K  oaM«1^K»4 
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at  a pirrji  IrK’.aljon,  irrralcr  IJh*  avrrairc  “planrmrnt*' 
a octlain  (Kiirtl,  addili^nal  mat  n<»t  Iw  o!jrfaim*<i  in  <?»c* 
of  #»ih^clic^  fo  cmployrr^,  all  th#*  way  lo  roninirl#*  r^r'in^l 

tm*nl  of  waiff**  paj<l  Tl»«*  prr  <lo!Ur  of  j<fii  as<l 

pmv94lf«l  lo  MuornN  at  any  in^^^tufion  i^  Um*^  a n^in^  fnnrtion  of 
a^ir|ra*<*  jol^  ai<l,  with  vaUw?itir1  w<vn  (J  am!  1 , 

QtaQram  I 


Tout  coat  of 
Job 

(inatttutton) 


Alihc^iijh  ih^  rmp}oym**iii  otM  of  <*ir3t  4«^|»cnilM 

on  ih<^  )oh^ii4  poJir4c^»i  of  l«^aj  oompf^itor^  wc*  <^an  to  pntiial 

ana!?;?di‘;^  the  <nm'»  of  «^a.rh  in^iitoijon  a>«i  ;jivt*n  otKv  a national 

|oh'4ic!  poJirj’  ha<i  l>f^n  <cwtAbH4iO(L 
li,  CJnwn  iht^  above  ^»^ptv*iftfMition}^,  the  j»*eaKh  for  a ocoi  minimi^in;: 
wet  of  ahl  pjoHriin*^  may  pjo^iood  aa  foJJow'*^ : 

<a)  the  amtwnt  of  job«ahl  availabje  at  iota! 

or*fl  1%  at  tim  in^ihiitWi*  4o!e4tnine  t3>e  ^^v^mplejnerHaiy  loaih^rant  ai<! 
<an4  the  tlijtfltitwtion  of  aM  ihit»e  t\f>e««?  of  at»l)  that  Vati*fv  fnn^in;: 
i^fvpi  hen;rnl#  at  il*e  tnMmum 

1(b)  the  minlmiMtion  f^*r  altemati;e  amoimt^i  of  iolvaitl, 

ine^y^/a^nj?  the  amo«ni  (an4  fhe  oo?»itj  aw  |on;r  aw  tj$e  aw«i^dato<i 
tion  in  loaot|j|’ant  <m%h  h mot^  than  the  inet^aoe  in  jolvai4  oows, 

(/)  rVtWni«^v!,f»Wi  r^f  ifvrf  ti  til  lht> 

The  ^^ratejgy  for  minimUlnc'  loan^jfrant  oo4w  in  aw^orijition  with 
«li<fe4t?nt  amounts  of  job  aitl  at  the  institution  ean  l^e  tletemineil  hy 
refety^noe  to  loan*jfrant  oo»t  niinimir.atic#n,  a«  iJjn«UMtoi|  iii 

4ia^m  3. 
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Lo«n-'C  ran'K 
Coftt 

I . i 


In  (lie  altscMiocof  minimum  lo:\n‘j5rftnt  eosl  af  funtlini^ 

Urn  Mmlenf  (o  any  lewl  is  olitnined  by  refennux*  (<i  enrve  M, 

nliirb  iv|irrHlii<vs  (he  rtirve  in  ilinj^in  1.  Kor  n h1mlen(  working  up 
(o  (Ilf*  limit  of  tolcrnlMlity,  (lie  minimum  eost  is  ohtnimHl  by  reference 
(o  Cline  M*.  M*  is  obtniruNi  from  M tliroimli  liori//minl  l*nuiKlation, 
(lie  t4itfl  lioin;r  equal  In  canting  under  % lull  job  load.  For  i4u(lent.s 
working  under (bctnlcrability  limi!^(be(mnslation  isoortvK|>undiiidy 
Icf^.  Xole  iJiat  wc  (real  lioiirly  eaniinirK  as  a fixe<l  parameter,  on  (lie 
assumption  that  minimum  earfiini^  standards  are  maintainc^l  (if  ncces- 
san*,(lirrtiip:ii  wap*  Mibsidy). 

ft  is  idear  from  dia^i^m  H iliat  (be  recbiction  in  loan-grant  cost 
ttcjiievnl  bv  providing  a given  amount  of  job-aifl  is  larger  (be  larger 
the  individuars  funding  nexsi.  (Com|iatv  A,  It,  C;  the  cost  nsiuetjon 
is  shown  by  the  \“erticar di^iance  lx*twecn  the  two  ctinea),  Morw  gen- 
eral! v,any'transfcr  of  j<d>-aid  from  some  individual  to  one  with  hipier 
fiimfing  newls  will  reduce  (he  aggregate  cost  of  loan-piint  aicL  It  fol- 
lows (hat  co#f  o/  fAc  wjsftiufwn  rrywi/c#  f/fVr- 

tribuftftff  fhit  gffvn  o/  on  a prrorrVy  acring  thnl 

CIO  fvr:crec4  #/nft7  o//  /Ao4f*  terVA  htqhf  r fnwding  ficcrf 

Aofv»  rccr,%W  ph-<tMd  tip  iheir  fo?cotfAf/iVy  HtnU  {or  up  to  their  nee<l 
abo\w  *‘ro»1le«s-'  )oan>gmni  aid,  01*,  whichever  is  smaller),  fiiven  the 
job^aid  rcoeivetl  by  each  student  on  this  principle,  the  remaining 
funding  nce<l  is  cm^rtsl  through  loan-grants  at  minimum  cost  (hy 
refeience  to  1), 

(3)  of  Joh^Atd  ttofd  .Vof^rW/  AddUmo  *o 

Cost  ^orgm(d  AWoeftoo  m LoftnMratd  CokI 

The  rylatimi  iielut^n  amount  of  joh  aid  at  the  institution  mid  its 
oust  is  directly  derivable  from  the  ‘‘miit*’  Cfist  cunt*  in  diagiuni  ii. 
With  each  increase  in  C4,  the  funding  needs  of  individuals  reached 
by  the  new  job-aid  are  ler^^,  and  (be  saving  in  loan-grant  costs  is  nc- 
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cnrdingly  reduced.  Expansion  should  cense,  and  total  costs  of  aid 
will  have  l)ecn  minimized,  when  the  marginal  cost  of  expanding  job- 
aid  becomes  equal  to  the  marginal  saving  of  reducing  loan-grants. 

(3)  Correction:  External  Lossch  and  Benefits  of  Joh-Aid 

Section  3 l>elow  dcscrilx»s  external  IwncfUs  and  losses  of  job-aid 
which  have  not  been  accounted  for  so  far  in  the  analysis.  Althondi  no 
precis  measure  of  these  externalities  is  available,  it  can  1x5  inferred 
that,  if  degrees  of  fn*edom  arc  used  appropriately,  not  exteninl  bene- 
fits arc  zero  until  cost  jHir  dollar  of  job-aid  roaches  a certain  level, 
then  increase  with  job-aid  cost  (and  with  total  job-aid  provided) 
Iwvond. 

The^  net  l)enefits  must  be  added  to  those  identified  under  (a),  (b) 
al>ovo  in  the  finrd  determination  of  a “lx»st” program  of  Federal  finan- 
cial aid  to  College  .students  at  a pre-specified  total  budget  cost.  Al- 
thougli,  in  the  first  analysis,  this  would  require  a re-statement  of  the 
^diition  patteip  outlined  in  section  T,  it  ran  1h'  shown,  after  exau)- 
ining  the  partial  solutioiw  at  levels  (1)  and  (2)  in  the  absence  of 
externalities,  that  the  present  framework  of  analysis  can  1x5  retained, 
replacing  the  cost  of  job-aid  Cj  by  a net  cost  Cj—b/m,  where, 

b=:vnluo  of  net  external  l)euefitsof  job-aid 

iu=marginal  l)cnefit  (in  terms  of  (a)  and  (b))  of  a budget  dollar 
in  the  aid  program  finally  selected. 

As  an  additional  condition,  individual  jolj  should  be  considered 
and  distributed  in  increasing  order  of  their  net  cost  (budget  cost 
minus  adjusted  external  benefits)  per  dollar  of  aid,  and  the  benefits 
b as.sociated  with  a total  cost  of  job-aid  C|  in  the  above  luljnstment  are 
those  resulting  from  this  policy  when  total  cost  roaches  Cj.  This 
**iTicient”  allocation  also  ensures* that  the  marginal  net  cost  of  job-aid 
isah  Mwroasing  function  of  joh-aid  provided.  Appendix  2 to  this  report 
(not  includoil)  provides  the  supporting  anal^^sis. 

After  discovering  the  optimum  .sot  of  Federal  programs  in  accord- 
ance with  the  proposed  method  for  any  given  amount  of  total  aid 
funding,  the  corresnonding  total  benc^ts  mu5^.  bo  computed  inclusive 
of  the  net  external  benefits  of  job-aid  and  the  corresponding  total 
budget  coj?t  nnist  incorporate  actual  rather  than  net  budget  cost  of 
jol)*aid. 

Note  that  the  parameter  m is  not  known  in  advance  of  the  optimi- 
zation itself.  However,  as  long  as  the  range  of  total  aid  fundings 
and  associated  budget  costs  considered  is  not  too  distant  from  the 
“optimtJm’l  level,  the  marginal  value  creatcjl  by  a budget  dollar  in 
finiincinl  aid  can  be  taken  cxpial  to  Mio  marginal  value  of  a “general” 
budget  dollar,*  We  sliall  also  find  that  external  l)cncfits  and  ]o.s.ses 
nssoc!ale<l  witli  joli-aid  derive  from  economic  cimnges  wliich  the  Fed- 
enil  Government  sfiend.s  to  promote  or  to  re.strict  under  alternative 
pn>grnms.  If  joI>-nid  costing  C produces  external  Iwnefils  1),  and 


*OlhrrwUr.  It  can  W nbtilnM  Ihroueh  llrrailnn.  Sr«l  comeullntr  mnrcinnl  nld  iirA* 
a«c!|rltr  «b**o  ontlmlMlIon  nrett-On  c»xlrrtinl  thi»n  Inlfoaurlwr  lh|*  nirllmltwirr 

Tnlue  In  A mtn)>nt«Unn  irMrh  Inrlmlim  Mlrmnl  t>«n»1tA  nnd  rompullns  the  w*w 

mirfflnnl  emdurilriur*  fln«ll7  InlrnUurlnff  ihn  new  mluee  In  a ihtril  comettUilnn. 
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alternative  Federal  programs  Avonlcl  produce  equal  benefits  b at  a cost 
A no  greater  than  Cj,  an  alternative  to  the  above  approach  is  to  avoid 
explicit  inclusion  of  external  benefits  in  the  computation  and  deal 
with  a “tnio  cost”  of  job  aid  (Cj  - A) , i.  e.  actual  cost  minus  cost  sav- 
ing in  alternative  programs.  Under  efficient  budget  allocation,  this 
‘‘true  cost”  is  equivalent  to  the  “net  cost”  proposed  above,  i.e.  given 
the  marginal  benefit  m of  Federal  budget  dollars  common  to  all  pro- 
grams, b can  bo  produced  by  alternative  programs  at  a cost  A=b/m, 
so  that  ( Ci  - A)  = ( Cj  “ b/m) . 

(4.)  ImplementatioTi 

As  already  suggested,  wo  have  insufficient  data  fully  to  implement 
the  model  just  outlined.  Lack  of  information  prevails  with  respect 
to  external  losses  and  benefits  of  job-aid,  as  well  as  concerning  the 
employment  cost  curves  of  institutions  or  institution  classes.  We  are 
thus  in  no  position  to  supply  a general  set  of  solutions. 

Ilowover,  subsection  3.(4)  below  establishes  at  least  that  the  mar- 
ginal “net  cost”  of  job  aid  at  each  institution  is  positive  throughout 
and  always  less  than  one.  Furthermore,  under  assumptions  developed 
in  section  4,  the  curve  relating  cost  of  loan-grant  aid  to  amount  of 
individual  loan-grant  funding  takes  one  of  the  two  shapes  shown  in 
diagram  4. 


Diagram  4 


Cost  of  loan-grant 
aid 


funding 

In  other  words,  the  cost  per  dollar  of  aid  funded  is  0 up  to  a 
critical  funding  level  (unsubsidizedloans),then  jnini^to$l  (gmnt.s) 
or  increases  si^dily  toward  one  (subsidized  loan). 

Stfrting  with  full  loan-grant  coverage  of  the  specified  funding 
pattern  at  the  institution,  and  substituting  increasing  amounts  of 
job-aid  in  accordance  with  the  priority  rule  on  page  15,  job-aid  in 
individual  “packages”  will  at  fii^  bo  used  to  i^eplaco  grant  or  subsi- 
dized loan  dolars  up  to  the  total  so  funded  or  to  the  maximum  tolerable 
job-aid,  whichever  is  smaller.  I-ioan-grant  aid  costs  will  thus  fall  as 


more  job-aid  is  substituted  until  all  possibilities  of  substituting  job- 
aid  for  grants  or  subsidized  lo^>ms  have  been  exhausted.  Were  substi- 
tution of  job-aid  to  be  pursued  beyond  this  point,  substitutions  in 
individual  packages  would  be  for  zero-cost  (unsubsidized  loan])  fund- 
ing and  total  loan-grant  aid  costs  ^vould  remain  constant.  Diagram 
5(a)  illustrates  the  situation  showing  the  cost  of  loan-grant  aid  as 
increasing  amounts  of  job-aid  are  substituted.  The  (net)  cost  of  job- 
aid  is  shown  on  the  same  diagram  and  the  marginal  costs  (added  or 
saved)  of  both  types  of  aid  are  derived  in  diagram  5(b)  as  a function 
of  job-aid  fimded. 


Oiaqram 
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If  tli0  individual  “demand  curve”  takes  the  special  linear  fom  be- 
yond the  maximum  funded  in  unsubsidized  loans,  marginal  loan- 
grant  cost  saved  as  a function  of  job-aid  funding  falls  from  1 to  zero 
at  point  P.  Since  marginal  job-aid  cost  stays  between  zero  and  one 
throughout,  marginal  conditions  for  cost  minimization  are  fulfilled 
at  P. 

If  the  individual  “demand  curve”  is  curvilinear,  the  intersection 
of  the  marginal  cost  curves  may  occur  left  of  P,  i.e.  substitution  of 
job-aid  for  subsidized  loans  may  have  to  stop  before  all  possibilities 
of  such  substitutions  have  been  exhausted.  However,  in  the  absence  of 
better  emrjirioal  information  on  the  shape  of  the  job-aid  cost  curve 
at  institutions,  we  shall  proceed  on  the  assumption  that  the  crossing 
occurs  at  P. 

^ In  practical  terms,  the  minimum  cost  aid  program  in  each  institu- 
tion class^ven  its  aid  funding  plan,  can  be  determined  in  the  follow- 
ing way.  Given  the  aid  funding  need  (F)  and  maximum  unsubsidized 
loan  Ti,  associated  with  any  student  (or  class  of  students),  and  calling 
Tj  the  maximum  tolerable  job-aid, 

Loan-Orant  curve 


(A)  If  Tl  smaller  than  F,  and 
1)  (F—Tt)  larger  than  T/; 


2)  (F— TrO  less  than,  or 
equal  to  Tj: 

(B)  If  Tl  is  smaller  than,  or 
equal  to,  F: 


Linear  Form 


Curvilinear  Form 


Allocate  Tj  in  ]ob-aId. 

Tl  In  unsubsidized  loan, 
F-Tj-Tl  In  grants. 

Allocate  Tl  In  unsubsIdIzed 
loan,  F-Ti  in  job-aid. 
Allocate  F In  unsubsIdlzed  loan 


Allocate  Tj  Injob^ald. 
F-Tj  In  subsidized  loans. 


3.  Job- Aid  and  Wokk  Study  Programs 

We  leave  out  of  consideration  “pure”  work-study  programs  under 
which  jobs  constitute  an  essential  element  of  the  student’s  training, 
For  the  minority  of  College  programs  operating  on  the  “pure”  work- 
study  principle,  we  a.ssumc  the  external  effects  of  student  employment 
to  be  negligible,  and  count  work-study  earnings  as  a deduction  from 
tuition.  We  are  thus  concerned  with  job-aid  under  which  the  work  ex- 
perience has  only  minor  relevance  to  eventual  student  productivity.  It 
is  also  assum^  that,  irrespective  of  available  aid  piugrams,  the  aver- 
age student  will  generate  $500  in  yearly  net  earnings  from  independent 
(summer)  employment,  to  be  counted  as  part  of  his  “family”  resources. 
This  is  enough  to  procure  the  minimum  acquaintance  with  the  “wurld 
of  work”  which  all  students  should,  perhaps,  acquire  at  College  level. 
Work  experience  beyond  this  point  is  taken  to  add  no  more— and 
eventually  less — to  productivity  than  it  takes  away  by  reducing  stu- 
dent energy  applieef  to  formal  studies.  This  does  not.  mean,  of  course, 
that,  other  equal,  complementarity  between  jobs  and  formal  study  pro- 
grams should  not  be  sought,  but  we  do  not  expect — considering  the 
manner  in  which  formal  College  studies  are  actually  conducted — that 
even  this  efficient  job  allocation  can  result  in  a significant  net  positive 
effect  of  job-aid  on  future  productivity. 

(1)  Tolerability  Limits 

In  line  with  this  reasoning,  we  fix  a maximum  amount  of  work  per 
year,  translatable  into  a maximum  yearly  earning,  which  the  student 
may  undertake  to  satisfy  “tolerability”  and  “edueational  efficieney” 
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criteria.  Clearly,  this  amount  varies  according  to  student  aptitude,  in- 
stitution attended  and  type  of  work  involved.  However,  while  the 
general  analysis  outlined  in  section  1 allows  for  the  specification  of 
different  work  tolerability  levels  for  different  students,  “average” 
tolerability  limits  are  adequate  for  the  purpose  of  examining  the  im- 
plications of  alternative  aid  progi*ams.  At  any  rate,  no  information 
appears  to  have  been  developed  concerning  the  effect  of  alternative 
jobs  and  job-loads  on  College  performance.  (Some  available  data  show 
a lower  performance  of  full-time  entering  students  who  later  shift  to 
pai’t-time  status,  but  this  is  not  directly  relevant  to  job-loads  of  full- 
time students.) 

In  the  absence  of  further  analysis,  it  makes  sense  to  take  “maximum” 
specifications  in  the  Federal  work-study  progi*am  (15  hours  per  week 
during  the  school  year,  40  liour.s  per  week  in  summer)  as  a consensus 
measure  of  what  a full-time  student  can  tolerate.  However,  this  is  cer- 
tainly excessive  if  all  weeks  in  the  year  are  included,  and  even  more  so 
in  terms  of  the  total  College  experience.  We,  tlierefore,  conservatively 
estimate  the  maximum  yearly  work-load  (for  an  average  student  over 
his  College  career)  at  600  hours,  giving  a total  maximum  yearly  net 
eaniing  of  $1200.  Since  all  full-time  students  are  assumed  to  generate 
$500  a year  net  earnings  independently  of  job -aid  programs,  the 
residual  yearly  earnings  under  job-aid  are  thus  $700  only. 

(^)  Employment  Cost  Curve 

Determination  of  the  “employment  cost  curve”  of  each  institution, 
or  of  groups  of  institutions  sharing  the  same  local  labor  market,  is  be- 
yond the  scope  of  this  study.  We  can  only  be  certain  that  costs  per 
dollar  of  job-aid  procured  will  eventually  tend  to  increase  as  more 
student  jobs  are  sought,  and  that  the  increase  will  be  sharper  in  areas 
where  job  opportunities  are  fewer.  All  institutions  have  internal  jobs 
which  they  can  parcel  out  to  students  at  a minimum  administrative 
cost.  The  Federal  Government  can  also  procure  temporary  jobs  within 
its  various  agencies  without  allocating  substantial  new  resources  to 
placement  activities;  once  the  internal  job  pool  has  been  been  ex- 
hausted, however,  placement  efforts  rnust  be  generated  at  increasing 
expense  to  procure  jobs  in  the  “outside”  market;  when  traditional 
placement  techniques  fail  to  increase  the  pool,  employers  must  be  in- 
duced to  provide  student  jobs  through  bribes,  i.e.  the  reimbursement 
by  aid  agencies  of  a portion  of  the  salary  the}^  pay  students.  Although 
the  subsidy  may  not  be  increased  up  to  the  total  student  pay  (a  straight 
gTcant  to  the  student  would  then  be  less  expensive).  Federal  Work- 
Study  programs  have  provided  an  example  of  90  percent  wage  re- 
imbursement. 

{S)  External  Benefis  and  Losses  of  Job  Aid 

The  placement  efforts  and  employment  subsidies  that  underlie  job- 
aid  programs  create  external  losses  and  benefits  which  we  can  identify 
under  two  headings : 

(a)  First,  there  is  displacement  of  members  of  the  regular  labor 
force : given  the  total  of  jobs  available  at  any  given  time,  aid  programs 
replace  potential  takers  in  the  labor  foree  by  students.  This  is  a “dis- 
tributional” effect  of  the  type  described  under  objective  (c)  in  chapter 
1,  and  the  losses  of  benefits  associated  with  it  can  be  measured  in  ac- 
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cordance  with  some  agreed  upon  value  scale.  To  the  extent  that  the 
weight  accorded  satisfactions  experienced  by  different  individuals  or 
groups  in  the  Federal  value  scale  is  largely  determined  by  the  political 
power  of  those  individuals  or  groups,  the  “worth”  of  alternative  em- 
ployment distribution  patterns  may  be  taken  as  inversely  related  to 
the  strength  and  extensiveness  of  the  adverse  reactions  they  generate. 
It  is  then  likely  that  all  displacements  by  students  represent  a loss,  one 
that  is  the  greater  the  more  adverse  the  reaction  of  the  regular  labor 
force,  particularly  its  organized  membership. 

(b)  Next  is  the  creation  of  additional  social  product,  either  through 
the  filling  of  jobs  that  would  go  begging  in  the  absence  of  placement 
efforts  associated  with  the  aid  program,  or  through  the  encouragement 
of  productive  activities  which  would  not  be  undertaken  in  the  absence 
of  subsidies  associated  with  the  aid  progr;im.  Note  that  (a)  and  (b) 
are  not  exclusive  of  one  another:  the  student  job-aid  may  create  or 
fill  new  jobs  and  distribute  them  adversely. 

As  long  as  job-aid  is  limited  to  ordinary  placement  activities  under 
competitive  conditions,  there  is  a chance  that  adverse  job  displace- 
ment and  productive  new  emplovment  will  balance  out  with  no  sig- 
nificant net  external  benefits  or  losses.  The  introduction  of  subsidies 
to  employers,  however,  has  more  serious  implications.  Whether  the 
job  would  exist  in  the  absence  of  subsidies,  or  whether  the  subsidy 
helps  create  the  job,  there  would  be  no  need  to  make  the  subsidy 
conditional  on  the  employment  of  students  if  the  job  were  not  subject 
to  competition  from  other  seekers.  The  use  of  a discriminating  device 
in  favor  of  students  implies  displacement  of  other  members  of  the 
labor  force.  In  the  first  case  (jobs  in  existence  without  the  subsidy), 
the  displacement  is  necessarily  adverse:  non-student  members  of  the 
labor  force,  particularly^  those  in  organized  labor,  will  not  accept  what 
amounts  to  unfair  (cut-rate)  competition  within  the  established  job 
preserve.  Since  no  benefits  are  created  on  the  social  product  account, 
external  effects  of  job -aid  are  all  on  the  negative  side.  In  the  s^ond 
case  (jobs  created  as  a result  of  the  subsidy),  the  reaction  will  be 
less  violent,  especially  if  the  activities  which  the  subsidy  encourages 
remain  close  to  education  or  allied  social  services.  Displacement  is 
thus  likely  to  be  less  adverse  and,  in  addition,  positive  external  benefits 
may  result  from  the  new  activities. 

Even  when  the  subsidy  induces  new  activities,  net  external  benefits 
should  not  be  overestimated.  The  most  tempting  area  for  student 
employment  subsidization  is  in  jobs  whose  productivity  is  below  the 
minimum  wage  and  which  employers  (in  the  private  or  the  public 
sector)  will  only  open  up  if  they  receive  the  difference  between  the 
wage  they  must  pay  and  the  value  they  get.  Even  though  the  jobs 
so  created  fall  outside  the  traditional  market,  a powerful — or  at  least, 
highly  “valued” — client  group  materializes  once  they  are  available: 
the  uneducated  unemployed.  The  subsidization  of  low  productivity 
jobs  to  fill  the  gap  between  minimum  wage  and  productivity  is  worth 
considering  as  a general  method  of  creating  gainful  employment. 
However,  reserving  such  opportunities  for  students  rather  than  unem- 
ployed family  heads  results  in  a shift  of  the  employment  (and,  possi- 
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bly,  income  ®)  distribution  which,  in  most  value  scales,  would  have  a 
negative  weight.  The  loss  may  be  significant  and  mu^,  in  any,  case, 
be  subtracted  from  the  productivity  benefits  of  job  creation. 

The  indirect  financing  of  worthwhile  activities  through  wage  sub- 
sidies  (as  practiced  under  the  Federal  Work-Study  Program)  also 
has  its  drawbacks.  The  adverse  displacement  generated  oy  student 
jobs  may  remain  significant  (especially  if  many  of  the  jobs  are  of  the 
^‘unskilled”  variety) , and  the  resources  of  benefiting  organizations  will 
tend  to  be  used  inefficiently.  Eather  than  using  their  funds  (including 
the  subsidy)  in  the  most  productive  way  (vmich  may  mean  renting 
equipment  and  hiring  experienced  specialists) , they  must  hire  students 
and  make  the  best  of  what  is  left  after  paying  student  salaries.  The 
benefits  will  thus  be  less  than  what  equivalent  “unconditional”  sub- 
sidies would  procure,  and  the  inefficiency  will  be  the  greater  the  iiigher 
the  percentage  of  salary  subsidized. 

{4)  The  Net  Cost  Gw've  of  Joh  Aid 

The  analysis  of  section  1 calls  for  the  introduction  of  a net  cost  curve 
of  job  aid,  where  net  cost  is  defined  as  actual  cost  ndnus  adjusted  net 
external  benefits.  Adjusted  net  external  benefits  are  themselves  cal- 
culated through  division  of  net  external  benefits  by  a factor  m,  meas- 
uring the  marginal  benefits  of  a budget  dollar  in  student  financial  aid 
or — ^for  budget  allocations  close  to  the  optimum — the  marginal  bene- 
fits of  a general  budget  dollar.  Adjusted  net  external  benems  can  also 
be  estimated  (see  section  1)  as  the  alternative  cost  of  producing  the 
external  benefits — or  eliminating  the  external  losses — m existing  or 
potential  direct  Federal  programs.  Assuming,  that,  in  the  absence  of 
subsidized  job-aid,  the  Federal  Government  would  indeed  encourage 
subsidized  activities  to  the  same  extent  as  is  done  under  these  pro- 
grams, and  that  it  must  spend  identifiable  amounts  under  Poverty, 
Employment  Security,  and  allied  programs  to  repair  the  damages  of 
job  displacement,  we  can  thus  obtain  a direct  reading  of  the  external 
net  benefit  factor  without  explicit  reference  to  equilibrium  marginal 
aid.  benefits, 

The  “efficiency”  rule  stated  (p.  16)  specifies  that  jobs  should  be  devel- 
oped and  distributed  in  increasing  order  of  their  net  budget  cost  per 
dollar  of  aid  funded,  so  that  both  the  marginal  and  the  total  net  cost 
curve  of  job-aid  are  increasing  functions  of  job  aid  funded.  However, 
concrete  rules  of  job  selection  for  the  implementation  of  this  prin- 
ciple are  not  available  in  the  present  state  of  our  Iniowledge.  It  is  not 
clear,  in  particular,  where  the  net  costs  of  job-aid  under  ordinary 
placement  stand  in  relation  to  net  costs  of  subsidized  job-aid.  The 
sequential  inclusion  of  jobs  in  building  the  efficient  “net  cost”  curve 
ox  job- aid  must  alternate  “ordinary, placement”  and  ‘‘subsidized”  jobs, 
but  we  can  make  no  empirical  generalization  as  to  the  best  ordering. 
From  the  standpoint  of  efficiency  losses,  there  is  advantage  in  limiting 
the  proportion  of  subsidized  jobs  within  any  organization,  so  that  con- 
straints on  resource  allocation  remain,  in  each  case,  marginal.  In  other 
words,  subsidized  jobs  should  be  spread  as  thinly  as  is  teasible  within 
the  limits  imposed  by  availability  of  qualifying  organizations  and 
administrative  efficiency.  From  the  standpoint  of  minimizing  displace- 
ment losses,  preferences  must  be  given  to  jobs  which  are  functionally 

^ Unless  the  unemployed  receive  adequate  income  compensation,  they  are,  in  effect,  made 
to  pay  for  student  support. 
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doso  to  whicational  inMitulion**,  arc  ^kill<Hl  or  siMvialiwMl 

not  to  be  accessible  to  the  uuc<hicate<l  uiieiuploywl,  au<l  Invoiiie  avail* 

able  at  the  siitiie  }>oint  in  time  as  they  are  afloeatcd  to  Mmleiits. 

pnirtice,  tliorcfore,  the  only  two  finii  iiifemices  one  can  niake 
coi  -niinir  the  diape  of  jol)*iii<l  cost  curves  obtaining  at  institutions 
arc  Uie  following: 

(a)  To  the  extent  that  extemal  lieiielils  of  subsidized  job-aid  ran 
1)0  realized  at  the  same,  or  a lesser,  exjHMiditun?  through  other  hcderal 
programs  (without  the  ineflicioncies  inhcriMit  in  inijmsing  s|H>cilic 
employment  and  wage  patterns),  we  can  l>c  siin^  that  adjusted  cxtertial 
l)oncfits  (hVm)  are  worth  no  more,  and  ])mbahly  less,  than  the  subsidy 
aniouiit.  Since  substantial  disnlacemeiit  losses  (b“)  are  incurred  in  all 
cases,  it  follows  that  adjusted  net  external  lionelits  iniist  I>e  less  than 
the  job  suilsidy,  imd  the  vi*tr<jhud  net  cost  of  Huhstdhed  job-aid 
fdtta  \fft  poHiii  ve, 

(b)  ll  owever,  marginal  net  cofit  n\u>it  (d}rayH  ttc.  than  one^  .sin<*e 
a job  can  always  be  ‘‘acquired"  at  a cost  less  than  the  s;ilar\*  it  pays, 
and  we  can  assume  that  net  external  l>eiie(i(s  remain  positive  even  at 
relatively  high  subsidization  levels. 

(5)  Alternative  Itudgetingn  of  Job  A j<sistonee  to  Stnden  ( s 

The  existence  of  imlei)ondeiit  Federal  jirograms  coiiconicd  with 
“job  opportunities'’  and  the  ]>otontial  devolo])inent  of  wage  siilwidy 
programs  in  this  area  suggest  alternative  arrangeintMits  for  the  admin- 
istration of  student  iob-aul.  The  job-uid  jirograms  coiibl  abandon  the 
inanagomoiit  (and  financing)  of  job  development,  es])ecially  wage 
siibsiaization,  limiting  its  activities  to  ])bicemen(  elVorts  and  taking 
advantage  of  some  regulatory  quota  of  student  employment  on  the  part 
of  siibsiaizedpiiblicagenciesor  private  firms. 

Under  cflicieiit  Federal  biidg^ing,  resource  allocation  wonhl  be  the 
same  whether  external  benefits  of  Federally  subsidized  job-aid  (tis- 
siimed  generated  in  competition  with  other  Fcderel  ])rograiiis)  are 
indeed  financo<l  through  job-aid  or  whetlier  they  are  financed  under 
alternative  programs.  In  the  second  case,  job-aia  costs  in  the  student 
aid  optimization  procedure  are  simply  ccuipiited  as  the  sum  of  place- 
ment costs  and  adjusted  net  exteniiii  losses,  i.o.  job  disphicemoiit  losses, 
while  the  l>enefits,  losses  and  budget  cost  of  job  dcyclopinent  (iiieliiding 
subsidization)  are  considered  in  the  o])tiniizution  of  coiTesponding 
programs. 

While  the  two  nppronclies  lend  to  the  same  overall  resource  alloca- 
tion, some  miestions  do  arise  from  the  standpoint  of  onlorl}^  hiidgetary 
procedure,  it  seems  clear  that,  fmm  tlie  standpoint  of  student  financial 
aid  programs,  the  important  decision  (and  the  area  of  expertise)  is 
not  what  activities  to  support  and  to  what  extent,  but  how  to  procure 
student  jobs  at  a reasonable  cost.  By  contrast,  work-opportunity  pro- 
grams should,  if  they  linve  the  benefit  of  intelligent  planning,  nttonipt 
to  maximize  a weighted  sum  of  objectives  whicli  include  economic  pro- 
ductivity ns  well  as  employment  opportunities.  Programmingcflcctive- 
ness  should  thus  be  inci*eased  by  letting  job  development  be  financed 
and  budgeted  under  relevant  programs  while  limiting  student  aid 
])rograins  to  ordinary  placement  activities  and  the  imposition  of 
luinimmn  student  employment  obligations  on  snbsidizeu  orgaiiiza- 
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lions.’  As  alrcody  suggested,  tlic  cost  of  job  nid  used  i)J  optimizing 
student  aid  nrograins  \vou!<l  lx*  rediiml  to  the  estimated  losses  from 
adverse  displacement  (adjusted  by  1/m),  and,  in  tlie  of  otxli* 
narj’  placement  activities,  placemeiit  costs.*  '1*1  le  amount  budgeted  for 
job-aid  would  only  consist  of  placement  cost  and  the  Inmelits  imputed 
to  student  rmancial  aid  would  be  tlie  direct  benelits  mhiun  aggregate 
job-aid  losses  from  atlverse  displacement  (adjusted  by  1/m). 

4.  liOANS  AN*n  Gu.\Xl>i 

In  line  witli  llie  genenil  analysis,  this  section  attemjits  to  determine 
minimum  cost,  programs  for  tlie  provision  of  alternative  amounts  of 
loan-grant  aid  funding  to  iudivuliial  students.  This  detennination 
is  again  dependent  on  “tolenibility  liniitsv’  which  ai*e  six^cifled  further 
down. 

(/)  A7ialr/MiS 

We  specify  a .series  of  loan  tyj>cs,  each  type  defined  by  an  expectoil 
schetlule  of  student  payment  obligations  over  time  per  ii?1000  or  loan. 
The  amount  of  loan  referi*ed  to  is  the  loan  principal  accumulated  by 
the  student  up  to  the  point  of  his  leaving  College.  Payment  obligatioiis 
(as  well  a.s  costs)  are  specified  for  a standard  pattern  of  lo;m  acciiiuuln- 
tion.  Until  the  second  part  of  section  4.(4),  when  nlternative.s  are  con- 
sidered, it  is  assumed  that  the  time  discount  mte  of  Federal  hud  get 
dollars  is  equal  to  the  competHim  commercial  rate  of  interest  on 
{guaranteed)  student  loaixs. 

All  loan  types  stand  bet  ween  the  following  two  limits : 

(a)  the  strict  “commercial  loan,’*  itpaid  at  a competitive  in- 
terest rate  by  the  recipient.  At  the  assiniiod  budget  discount  rate, 
the  budget  cost  of  a “commercial  loan**  funded  out  of  the  Fedr 
ernl  biiaget  is  zero. 

(b) ^  the  outright  grant,  funded  at  no  cost  to  the  receiver  but 
carr3^ing  a budget  cost  e<iiial  to  the  full  amount  of  the  grant. 

Intermediate  types  divide  the  cost  between  the  aid  agency  (as 
lender  or  subsidizer)  and  the  student  hori*o\ver. 

The  analysis  is  conducted  in  terms  of  single  loan  types  and  gmnts, 
i.e.  the  student  will  get  all  his  loans  under  one  loan  type  (i,c.  a given 
expected  repayment  schedule  j)cr  $1000  taken)  and  nuiy  also  receive 
an  outright  grant. 

For  each  loan  type,  by  reference  to  repayment  tolerability  criteria, 
we  can  specify  the  maximum  amount  which  a student  can ‘take  with 
tolerable  ri^ayinent  obligations.  It  is  practical  to  decompose  the  loan 
type  class! iication  by  loan  “class”  (NDEA,  guaranteed  subsidized 
loaHj  etc.,  which  we  identify  by  numerals  I,  II,  III,  etc.)  and  level  of 
subsidization.  For  each  class,  we  can  tlioii  draw  the  following 
scliedule : 


’ Orderly  nnd  efficient  budgeting  Is  not  tbe  only  ndvnntnpo  of  the  proposed  separation 
of  Job-aid  from  Job  development.  Even  If  program  budgeting  remains  formally  accurate, 
those  who  discuss  or  argue  budget  Items  in  the  polltieal  arena  are  not  likely  to  take  full 
account  (If  any)  of  benefits  and  losses  external  to  the  main  purpose  of  a prograiti.  In 
terms  of  the  political  process  of  planning,  therefore,  there  are  obvious  advantages  In 
adopting  the  proposed  budgetary  redistribution. 

« In  the  latter  connection,  It  should  be  noted  that  some  minimum  placement  (admlnls- 
tratlve)  costs  remain  oven  when  Jobs  are  supplied  through  imposition  of  student  em- 
ployment obligations ; they  nre  neglected  for  analytical  purposes  but  should  he  Included 
in  cost  computations. 
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The  curve  describes  increasing  amounts  of  loan  ^Yllicll  the  student 
will  take  (find  tolerable  by  our  standards)  for  inci*easing  levels  of 
subsidization  translating  into  increasing  budget  costs  per  dollar  of 
loan.  The  curve  shoots  up  to  infinity  for  totally  subsidized  loans 
(grants),  and  starts  at  a low  but  positive  level  for  strict  commercial 
loans. 

A similar  curve  f(»r  the  other  classes  of  loans  can  be  superimposed 
on  the  same  diagrani,  giving  (as  illustration)  the  picture  oelow. 


Tol^rablo  atnaunt  of  l^an 


The  efficient  curve  is  the  upper  envelope  of  the  three  alternatives, 
showing  the  maximum  tolerable  funding  to  be  achieved  at  various  dis- 
counted budget  costs  per  dollar  of  loan.  In  the  illustration.  Class  III 
loans  are  efficient  for  levels  of  cost  up  to  .50  per  dollar  of  loan,  and 
Qass  II  loans  are  efficient  for  levels  of  cost  beyond  .50.  It  is  not  un- 
likely, ho^yeyer,  that  we  shall  find  the  same  class  of  loans  efficient  at  all 
cost  (subsidization)  levels. 

Tlie  next  step,  tlien,  is  to  determine  the  least  costly  loan  type,  or 
loan  type-grant  combination,  to  provide  any  given  student  with  his 
assigned  aid  fimding  (net  or  work-study  contribution),  in  a manner 
which  is  tolerable  by  his  own  and  society’s  standards.  In  diagram  6, 
the  cost  of  funding  $4,000  through  a single  loan  type  is  shown  by  the 
area  of  rectangle  0 a b c:  a cost  of  0.80  per  dollar  loaned  must  be 
assumed  by  the  aid  agency  to  provide  the  student  with  $4,000  under 
tolerable  repayment  conditions.  It  will  be  seen,  however,  that  a com- 
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Wnation  of  $2,000  provided  muler  tolerable  conditions  at  a cost  of  0.40 
per  dollar,  and  $2,000  outright  grant  will  cost  (2000  X 0.40) +2000= 
2800  instead  of  the  4000  X 0.80^3200  with  just  the  one  loan  typo.  It  is 
apparent,  therefore,  that  specific  combinations  of  loans  and  grants 
may  be  required  to  minimize  aid  cost  in  funding  any  given  amount  of 
aid  under  tolerable  repajmient  conditons, 


-discounted  budget 
cost  per  dollar 
of  loan 
P 


Among  all  the  shapes  which  the  “demand  curve”  in  diagram  8 can 
assume,  the  simplest  and,  as  it  turns  out,  most  relevant  one  is  such  that 
the  tolerable  loan  amount  is  inversely  proportional  to  (^1—p),  where 
p is  the  budget  cost  per  dollar  of  loan.  If  this  relation  hoi  as,  each  dollar 
of  loan  beyond  the  amount.  A,  tolerated  in  the  absence  of  sudsidy  (zero 
budget  cost)  adds  one  dollar  to  the  budget  cost.  Thus,  any  combination 
of  grants  and  loans  summing  up  to  a given  total  (D,  larger  than  A)  has 
the  same  cost.  In  particular,  the  cost  of  providing  D through  an  unsub- 
sidized loan.  A,  and  a grant  (D— A)  is  the  same  as  the  cost  of  provid- 
ing any  other  tolerable  combination. 

The  curve  AB,  in  diagram  8 is  of  the  special  type  just  described. 
Most  variations  of  interest  involve  curves  that  are  consistantly  steeper 
than  AB,  such  as  AL  in  diagram  8,  or  consistently  flatter  than  AB, 
such  as  AG  in  the  same  diagram.  In  the  first  case,  loans  are  preferable 
to  grants  at  all  levels  of  funding,  while  in  the  second  grants  are  prefer- 
able to  loans  for  the  financing  of  aid  beyond  the  amount  of  loan.  A, 
tolerated  at  zero  budget  cost  For  more  complicated  specifications  of 
the  demand  curve,  the  optimum  allocation  may  consist  of  a specific 
amount  of  subsidized  loan  and  a specific  complementary  grant.® 

®OaJ[l  L the  amount  of  loan  tolerated  and  p the  discounted  Federal  cost  per  dollar  of 
loan.  The  schedule  In  diagram  3 (or  2)  Is  expressed  as : 

P=g(L) 

The  cost  of  funding  an  amount  D of  aid  through  L In  loan  and  D-L  In  direct  grant  Is 
C=  (D-L)  +L  g(L).  This  Is  minimized  for 

dC/dL=-l+Lgi(L)+g(L)=0,  or 
g(L)  g(L) 

-= If  the  convexity  condition  : 

DgML)  l-g(L) 

d*C  gML) 

"7'  0,  or  Is  satlsfled 

(dL)*  Lg«(L) 
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It  is  of  special  i in  porta  nco  to  note  that  ducrlmhuttory  pricing  in 
relation  to  size  of  loan  is  essential  to  the  cost  efficiency  of  loan  grant 
aid:  The  subsidy,  which  is  zero  for  financing  needs  less  than  the  maxi- 
mum tolerable  loan  in  the  absence  of  subsidy,  must  increase  progress- 
ively (in  accordance  with  the  “demand”  curves)  as  the  amount  of  loan 
offered  in  the  individual  aid  package  increases. 

{2)  Tolerability  Criteria 

In  determining  a “tolerable”  level  of  loans  for  alternative  loan  pro- 
grams, we  refer  to  a social  consensus  of  what  constitutes  tolerability, 
rather  than  to  what  individual  students  would  view  as  such.  We  assume 
that  students  will  be  willing  to  incur  loans  up  to  the  amount  we  have 
defined  as  tolerable,  and  that  they  will  not — will  not  be  compelled  to — 
exceed  this  limit. 

A “comfortable”  repayment  stream  is  one  which — 

(a)  does  not  exceed  a fixed  proportion  of  “residual”  income 
(income  after  t^x  minus  “necessary”  expenditures)  in  any  year. 

(b)  does  not  begin  until  some  time  after  termination  of  studies 

(c)  stretches  to  no  more  than  a fixed  number  of  years  after 
termination  of  studies 

Whether  a given  amount  of  loan  'icill  prove  comfortable  depends 
on — 

(a)  repayment  obligations  incurred 

(b)  shape  of  the  futui*e  “residual”  income  stream 

(o)  future  credit  conditions  available  to  the  student 

While  the  first  element  of  the  comfortability  prediction  is  known  to 
the  student  at  the  time  of  his  undertaking  the  loan,  the  second  is  only 
available  as  a probability  distribution  and  the  third  is,  to  a largo 
degree,  tied  to  the  second.  What  must  be  found  “tolerable”,  therefore, 
is  the  set  of  probabilities  of  alternative  outcomes,  with  the  understand- 
ing that  on^s  actual  future  income  stream  may  or  may  not  meet  the 
“comfortability”  conditions.  • . 

A complete  analysis  of  tolerable  loan  levels  in  terms  of  these  vari- 
ables has  not  been  attempted.  We  neglect  future  credit  possibilities  and 
propose  a single  “common  sense”  solution  based  on  two  broad  classes  of 
alternatives:  ^ ^ 

..  Given  the  residual  income  stream  expected  (i.e.  viewed  as  average 
for  his  training)  by  the  student : 

. (a,)’  If  loan  obligations  are  unrelated  to  actual  residual  income  re- 
ceived, the  amount  of  loan  is  calculated  so  that  repayment  will  be  “com- 
fortable” in  terms  of  a residual  income  stream  Zm  than  the  expected 
residual  income  stream  (protection. against  risk  of  low  income).  We 
refer  to  this  corrected  income  as  “strategic”  income. 

(b)  If  loan  obligations  are  flexibly  adjusted  to  actual  residual 
income  in  any  year,  and  if  repayments  can,  in  no  case,  continue  more 
than  five  years  beyond  the  “comfortable”  period,  the  amount  of  loan  is 
calculated  so  that  repayment  will  be  “comfortable”  in  terms  of  the 
expected  residual  income  itself,  i.e.  expected  residual  income  is  also 
the  “strategic”  income: 

The  specification  of  a fixed  maximum  annual  repayment  stream  is 
quite  rigid:  as  we  shall  see,  it  leads  directly  into  the  si)ecial  form  of 
the  “demand”  funct’on  for  which  any  efficient  combinatoin  of  tolerable 
loan  and  grant  has  the  same  budget  cost.  Both  the  student  and  the 
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sociiil  consensus  would  consider  coinfortability  trade-offs  between  size 
of  ycarl}'’  payments  and  length  of  payment  period,  as  well  as  between 
amount  of  loan  during  College  years  and  size  or  length  of  payments 
ill  the  years  beyond.  Until  a net  ter  analysis  can  be  made,  however,  a 
fixed  repayment  sti'eam  in  i*elution  to  strategic  income  may  be  used  to 
approximate  tolerability  limits  at  all  levels. 

Note  tliat  uncertainty  exists  not  only  with  respect  to  income  stream 
beyond  the  planned  course  of  study,  but  also  with  respect  to  the  course 
of  study  itself:  students  will  drop  out,  transfer  to  different  programs, 
change  their  minds  about  continuing  to  graduate  school.  These  even- 
tualities ought  to  be  taken  into  account  in  developing  borrowing 
strategies.  However,  our  analysis  concentrates  on  two  student  arche- 
types (4-}^ear  and  6-3’^ear  continuous  full-time  study*)  who  (a)  attach 
a probability  of  one  to  completing  their  intended  cycle  of  studies  and 
(b)  exactly  fulfill  their  plans.  Given  the  set  of  least-cost  loan-grant 
financing  programs  for  those  categories,  it  is  assumed  that  its  exten- 
sion to  others  will  provide  for  their  aid  funding  at  veiy  near  minimum 
cost. 

The  problem  of  female  college  students,  whose  income  expectations 
are  far  below  those  of  men  (mostly  because  of  low  labor  force  par- 
ticipation), has  received  much  attention  in  at  least  some  of  the  recent 
loan  program  proposals.  The  assumption  made  in  the  present  study 
is  that  women  college  graduates  will  either  live  independently  and 
-earn  a fulltime:income — ^jn  which  case  their  position  will  be  similar  to 
tliat  of  male  college  graduates — or  earn  sufficient  income,  before  and 
in  the  years  iinmediatelv  following  marriage,  to  repay  their  loans 
wnthoiit  eroding  the  basic  “family'’  income  generated  by  their  hus- 
band. This  means  that  male  and  female  students  can  determine  their 
loan  tolerance  independently  of  marriage  plans,. by  ^strict  reference 
to  their  own  income  expectations.  While  the  loan  decision  model  oiit- 
liiied  above  applies  only  to  niiiin  family  earners  (i.e.  to  males  and 
independent  females),  the  least  controversial  approach  to  female 
financing  is  to  extend  loans  to  them  on  exactly  the  terms  which  have 
been  found  optinuiiri  for  men,  the  expectation  being  that  they  will 
comfoitably  discharge  their  obligation  out  of  a regular  career  income 
(if  independent)  or  marginal  earnings  of  tlieir  own  (if  married). 

(,?)  Emfmcal  Fo7*mnlation  .. 

Residual  income  ayid  comfortable  re'payment  stream, — Residual  in- 
come and  comfortable  repayment  streams  were  derived  for  two,  male 
student  arclietypes  ^4-year  and  6-year  continuous  full-time  study) 
in  tenns  of  expected  income. 

The  expected  income  stream  of  the  1967  male  freshman  cohort  was 
obtained,  for  each  student  archetype,  by  reference  to  median  income 
levels  by  age  group  and  years  of  college  education  in  the  1960  Census, 
after  adjusting  by  an  annual  money  income  gi*owth  factor  through 
1985.  . . . ^ 

Residual  income  was  then  defined  as  the  poriion  remaining  after 
payment  of  taxes  and. the  incurring  of  average  consumption  expen- 
ditures. Average  consumption  expenditures  were  taken  to  represent 
■90%  of  family  after-tax  income,  in  tlie  relevant  range,  in  accordance 
with  B.L.S.  findings  (1960-61  Survey  of  Consumer  Expenditures). 
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Finally,  considering  that  part  of  the  “residual”  income  should  be 
available  for  securing  life  insurance,  providing  emergency  funds,  etc., 
% only  of  this  residual  was  counted  each  year  as  constituting  a 
“comfoitable”  level  of  loan  repayment.  In  the  end,  therefore,  the 
average  “comfoitable”  repayment  amount  was  set  at  7.5%  of  after-tax 
income. 

The  maximum  comfoitable  repayment  stream  is  shown  in  diagram 
9 for  each  category  of  students.  It  begins  one  jear  after  the  assumed 
graduation  y^r  and  continues  for  ten  years.  Since  the  stream  is  based 
on  expected  incomes,  it  requires  correction  if  the  “strategic”  income 
relevant  to  decisions  is  less  than  expected  income,  as  in  the  case  of 
fixed  obligation  loans. 
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• The  choice  of  a ten-year  period  for  comfortable  repaymea^^ 
dictated  by  tlie  need  for  meaningful  comparisons  betw^n  NDJ^A 
loans,  repayable  in  ten  years,  and  other  types  of  loans^  llie  autnor 
views  fifteen  years.as  a more  appropriate  time  span,  since  it  leaves 
enough  of  a breathing  space  before  the  college  graduate  must  begin 
the  partial  financing  of  his  children’s  college  education.  It  social  con- 
sensus is  to  be  judged  by  expressed  positions  of  a ma]ority  ot  the 
writers  on  the  subject  of  student  loans,  it  would  appear  that  pi'^ier- 
ence  ex!ists  for  long  repayment  periods,  stretching  all  the  way  to  forty 

MclxiTnwn  college  loan  demand  under  ^^tolerabiVit'if^^  constraints.-— 
Given  the  maximum  comfortable  repayment  stream,  it  is  possible  to 
determine  what  total  level  of  loans  could  be  amortized  under  yaiying 
assumptions  as  to  repayment  schedules,  cancellation  provisions,  and 
decree  of  interest  subsidy.  Three  loan  program  classes  were  cons^id- 
erSi,  the  first  and  third  under  five  alternative  levels  of  interest 

subsidjr.^^  Insured,  fixed  obligation  loan  program,  •with  repayment 

over  ten  year  period, 

(b)  The  current  NDEA.  loan  program. 

(c)  A program  under  which  annual  repayment  is  fixed  at  a 
mven  percentage  of  residual  income  per  $1000  or  loan. 

Tim  maximum  amount  of  non-burden  loan  was  then  calculated 
under  eveiw  progi-am  option  for  each  class  of  boiTowers  (4-year  and 
6-year  continuous  study)  and,  in  the  case  of  NDEA,  those  te^hmg 
immediately  following  graduation  so  as  to  obtain  50%  cancellation 
(see  Table  2).  For  computation  purposes,  students  wore  assumed  to 
make  single  yearly  repayments  at  the  mid-point  of  each  ^payment 
year  (September),  the  fii'st  repayment  falling  on  the  s^ond  Septein- 
ber  following  termination  of  studies.  It  was  also  assumed  that  stud^ts 
planning  on\  six-year  course  would  compute  their  maximum  burden 
on  a six-year  pattern  and  take  4/6  the  total  in  college  loans.  Jhe 
interest  subsidy  was  applied  to  an  assumed  commercial  rate 
based  on  the  increasingly  untenable  expectation  of  a return  of  the 
rate  structure  to  pre-infiation  levels.  i v > 

Since,  under  all  classes  of  loans  considered,  repayment  obhgations 
are  stiiotly  proportional  to  tJie  size  of  the  loan,  the  procedure  foi 
identifying  the  maximum  amount  of  loan  tolerable  was  standardized 

as  follows : i i i 

(a)  In  the  first  step,  annual  repayments  under  the  loan  class  were 

computed  for  $1000  of  loan.  i 

(b)  Annual  repayments  for  $1000  were  then  compared  in  each 
repayment  year  with  the  “comfortable  repayment  stream”  (adjusted 
for  “strategic”  income  in  the  case  of  fixed  obligation  loans),  so  as  to 
determine  the  lowert  ratio  of  comfortable  repayment  to  payment  per 
$1000  in  any  year.  The  corresponding  number  times  1000 'is  the  largest 
amount  of  loan  that  the  student  can  afford  without  his  repayments 
ever  exceeding  the  “comfortable”  level. 

It  is  clear  that,  of  two  streams  of  payments  per  $1000  of  loan  aver- 
aging the  same  amount,  the  one  which  most  closely  follows  the  pattern 
o.lf  ,th®  “comfortable  repayment  stream”  will  permit  the  largest  bor- 
rotving:  If  the  repayment  pattern  is  flat  (equal  inrtallments),  the 
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maximum  yearly  amount  which  the  student  can  enjoy  will  be  lowest 
comfortable  repayment  occurring  in  any  year  of  the  repayment  period. 
B^ause  of  the  extreme  “inefficiency”  of  such  patterns,  the  tolerability 
criterion  was  bent  in  their  case  and  repayments  were  allowed  to 
exceed  the  comfortable  total  in  the  first  repayment  year. 

Maximum,  tolerahle  loans  under  alternative  programs^  ^^strategic^^ 
adjustment: 

{a)  NDEA 

The  major  features  of  NDEA  loans  are— 

(1)  Full  interest  subsidy  while  the  borrower  is  a full-time 
student. 

(2)  Interest  subsidy  on  post-school  years  that  brings  the  effec- 
tive interest  rate  charged  down  to  a predetennined  level. 

(3)  A repayment  sdiedule  covering  10  years,  without  any  ref- 
erence to  actual  future  incomes. 

(4)  A yearly  cancellation  provision  for  Borrowers  employed 
as  full-time  teachers. 

The  analysis  of  KDEA  loans  was  limited  to  one  subsid}^  option^ 
i.e.  one  under  which  the  effective  rate  of  interest  to  borrowers  in  post- 
school years  is  3%. 

Eepayment  was  assumed  to  be  m 10  equal  yearly  installments 
(model  I in  NDEA  guidelines).  In  terms  of  rei^ayment  required  per 
$1000  of  loan  in  the  fii^st  years  of  repayment,  this  is  mid- way  between 
alternative  I-A  (10  equal  repayments  of  principal  plus  accrued  inter- 
est) and  alternatives  of  type  II,  III,  IV,  in  wluch  payments  increase 
from  the  first  to  the  tenth  payment.  A student  bent  on  reaching  the 
maximum  loan  he  can  tolerate  would  thus  opt  for  one  of  the  graduated 
lepa^mient  plans.  The  choice  of  I-A  by  a majority  reflects,  on  the  one 
hand,  the  fact  that  most  students  do  not  attempt — or  are  not  per- 
mitted— to  seek  as  much  loan  as  they  can  tolerate,  and,  on  the  other, 
a “banker's”  attitude  on  the  part  of  college  officers  which  discourages 
delaying  of  repayments. 

Assuming  that  students  are  encouraged,  rather  than  discouraged,  to 
opt  for  one  of  the  graduated  loans,  and  that  NDEA  funds  are  ex- 
panded, the  amount  of  loan  tolerated  would  still  be  less  than  the 
maximum  tolerable  in  terms  of  expected  income.  The  reason,  already 
given,  is  that  students  must  hedge  against  the  possibility  of  their  in- 
come (or  the  avalaible  “residual”)  being  below  expectations,  and  thus 
refer  to  a “strategic”  income  stream  belovr  the  expected  stream.  For 
this  reason — and  somewhat  arbitraril}^ — we  take  the  amount  found 
tolerable  by  ref erence  to  expected  income  under  “intermediate”  plan  I 
as  an  estimate  of  the  amount  actually  tolerated  under  a mix  of  more 
efficient  payment  plan  but  reduced  “strategic”  income  stream. 

(Note:  Tolerable  loan  amounts  under  the  maximum  50%  teacher 
cancellation  were  computed  on  the  assumption  that  the  student  main- 
tains eligibility  for  five  years  following  the  end  of  his  full-time  student 
status.) 

(h)  !77Stmd^  Fixed  Ohligation  Loan  Program 

Taking  the  1968  Federal  Guaranteed  Loan  Program  as  an  ex- 
ample, the  major  features  of  an  insured,  fixed  obligation  loan  program 
are — 
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(1)  Full  interest  subsidy  while  the  borrower  is  a full-time  student 

(2)  Fixed  interest  subsidy  in  post-school  years  deducted  from  the 
regulated  commercial  rate  charged  by  the  lending  institution. 

(3)  A “commercial”  repayment  schedule  covering  up  to  10  years 
without  an'v  reference  to  actual  future  incomes 

(4)  An  insurance  fee  paid  as  an  added  interest  charge 

Under  the  1968  version  of  the  Federal  Guaranteed  Loan^  Pro- 
"’rain,  interest  subsidization  is  limited  to  students  whose  ad] listed 
family  income  is  less  than  $15,000,  This  feature,  however,  is  best 
treated  as  an  eligibility  condition  for  the  program  as  described.  The 
]ierfornmnce  of  this  system  was  calculated  for  all  possible  levels  of 
interest  subsidization,  as  well  as  under  cancellation  of  the  full  subsidy 
available  during  school-years,  but  without  incorporating  the  guarantee 
fee.  For  the  reasons  already  outlined  by  reference  to  the  NDEA  pro- 
gram, reiiayment  was  assumed  to  be  in  ten  equal  yearly  installments 
and  no  reduction  for  “strategic”  income  was  made  in  calculating 
tolerable  loan  levels. 

(c)  Fercent-Besidual-Inconie  Repayment  Pfograms 

The  perceiit-residual-incomc  repayment  program  (P.P.P.)  sets  no 
time  limit  on  repayment,  but  the  required  percentage  of  after-tax 
income  to  be  paid  each  year  per  $1000  of  aggregate  loan  is  so  c:alculated 
that  the  loan  is  redeemed  in  10  years  when  income  follows  the  expected 
patterns.  (As  indicated  earlier,  10  years  are  substituted  for  a “pre- 
ferred” 15  year  period  so  as  to  provide  a more  telling  comparison  with 
existing  loan  programs).  Students  whose  income  exceeds  the  average 
will  pay  higlier  yearly  amounts,  and  thus  extinguish  their  loan  in  less 
than  10  years.  (Any  student  can,  of  course,  repay  more  than  the  re- 
quired amount  in  any  year  and  thus  accelerate  redemption).  Students 
whose  income  is  less  than  average  will  pay  lower  yearly  amounts, 
and  thus  extinguish  their  loan  in  more  than  10  years.  However,  the 
loan  is  extinguished  in  any  case  after  15  years  (20  years  if  the  pre- 
ferred base  veviod  of  15  years  is  used),  so  that  borrowers  with  ex- 
tremel.y  low  incomes  vmuld  fail  to  repay  in  full. 

Depending  on  the  level  of  interest  subsidy  and  on  the  expected  in- 
come stream  (4-year  education  or  6-year  education),  a different  re- 
payment percentage  must  therefore  be  set  for  four-year  and  for  six- 
year  students,  and  that  percentage  must  also  be  adjusted  to  the 
contemplated  level  of  interest  subsidy. 

For  any  level  of  interest  subsidy — and,  as  will  be  seen,  aid  agency 
cost  per  $1000  of  loan— the  tolerable  amount  of  loans  is  much  higher 
under  a P.P.P.  program  than  under  straight  annuity  repayments.  The 
reason  is  simply  that  the  latter  system  “wastes”  potential  non-burden 
repayments  beyond  the  second  year.  To  take  as  much  loan  as  he 
under  P.P.P.,  the  straight-annuity  student  would  have  to  let  his 
repayments  exceed  what  we  have  defined  as  a “coni fort  level”  oyer 
the  first  four-five  years  of  his  10  year  repayment  period — a condition 
that  some  may  view  as  tolerable  but  one  which  is  certainly  less  so  tliaii 
P.P.P. 

. The  other  merit  of  P.P.P.  is  that,  eveii  though  the  amount  of  loan 
undertaken  by  the  student  is  based  on  his  expected  income,  what  he 
will  repay  annually  will  be  proportional  to  liis  actual  after- tax  m- 


579 


582 


come,  i.e.,  no  accidental”  burden  can  arise.  Given  this  security,  the 
tolerable  loan  amount  can  be  computed  in  relation  to  expected  income, 
without  discount  for  risk.  Note  that  required  repayments  are  expressed 
as  a percentage  of  after  tax  income  (gross  income  minus  Federal  in- 
come  tax,  rmnus  all  taxes  deductible  under  Federal  income  tax  regula- 
tions) per  $1000  of  aggregate  loan.  To  limit  the  chances  of  accidental 
burden  further,  deductions  from  gross  income  should  include  not  only 
taxes  tmt  also  dependency  allowances  and  medical  expenses  deductible 
under  h ederal  income  tax  regulations. 

The  P.R.R.  model  allows  for  infinite  variations.  Three  of  the  moi’e 
developed  plans  are  those  of  William  Vickrey,  (“A  Proposal  for  Stu- 
dent  Loans,”  in  Economics  of  Higher  Education,  Selman  J.  Mushkin, 
ed.),  Arthur  Beroz,  {High  Oost  of  a College  Education,  unpublished 
manuscript)  and  The  Panel  on  Educational  Innovation,  chaired  by 
J rofessor  J.  R.  Zacliarias,  with  further  elaboration  by  MIT  econo- 
mists.^ Beroz  proposes  to  adjust  botli  annual  repayment  levels  and 
interest  costs  to  actual  income.  He  does  so  by  setting  an  “absolute” 
liability  at  graduation,  equal  to  the  sum  of  repayments  on  a 4%-10 
year-equal  installment  amortization  of  accumulated  loans,  and  treat- 
ing that  sum  as  an  interest-free  obligation.  Given  his  P.R.E.  repay- 
ment formula,  those  with  income  equsQ  to  the  exjiected  stream  lepay  in 
^PP^xiinately  10  years  at  an  effective  interest  of  approximately  4%, 
those  with  high  incomes  repay  in  less  than  10  years  at  an  effective  inter- 
est larger  than  4%,  and  those  with  low  income  repay  in  more  than  10 
years  at  an  effective  interest  below  4%. 

The  P.E.I.-M.I.T.  Plan  works  on  a somewhat  different  principle, 
m that  it  sets  a fixed  repayment  period  in  the  30-40  year  range,  with 
an  opt-out  provision  allowing  earlier  stoppage  if  payments  to  date 
cover  the  loan  at  some  pre-determined  interest  rate.  The  average 
intere^(  or  rate  of  return)  received  by  the  “Opportunity  Bank”  on  its 
loans  IS  necessarily  lower  tlimi  the  “opt-out”  rate,  since  no  borrower 
maintains  payments  unless  his  effective  interest  charge  is  less  than  the 
ojpt-out  rate.  The  opt-out  rate  itself  cannot  exceed  commercial  rates 
Since  all  ^coi^dent”  students  with  parental  credit  would  then  prefer 
tlie  Commercial  loan  market  and  only  leave  born  “loosers”  as  Bank 
clients.  It  follows  that  the  average  interest  returned  on  the  oppor- 
tumty  Bank’s  loans  must  be  substantially  below  commercial  rates, 
i.e.  the  sy^em  requii*es  an  interest  subsidy  of  the  order  of  2%  or  more. 
This  subsidy  supports  the  least  successful  graduates,  while  those  with 
high  incomes  pay  the  opt-out  rate.  Because  of  this  graded  subsidy  in 
accordance  with  future  income,  difficult  problems  of  equity  and  assess- 
ment anse,  especially  concerning  the  treatment  of  women’s  debt  and 
income.  These  are  avoided  in  the  formula  proposed  above,  since  the 
expectation  is  that  each  borrower  (with  exceptions  at  the  lower 
fringe  of  actual  incomes)^  will  repay  fully,  albeit  over  different  time 
periods,  at  an  interest  which,  whether  subsidized  or  not,  is  fixed  at  the 
initiation  of  the  loan. 


Buncan  K.  Foley  and  Ann  F.  Friedlander ; The  Edu- 
^conomiG  Analuaia  of  A Contingent  Repayment  Loan 
Progtam  for  Higher  Education.  Working  Paper  of  the  Department  of  Economics,  MIT, 
iyo7. 
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The  budget  cost  of  altemati'ue  loan  programs, — For  each  of  the 
alternative  loan  programs  discussed  above,  and  for  each  class  of 
borrowers  (2-year  and  6-year  continuous  full  time  study),  a budget 
cost  per  $1000  of  loan  was  derived  (Table  1).  The  following  assump- 
tions were  made: 

(a)  For  computation  purposes,  the  aggregate  loan  was  assumed  to 
be  made  in.  equal  installments  each  school  year,  each  installment  being 
paid  the  student  on  September  31  at  the  bp'gimhng  of  the  school  year. 
Students  were  assumed  to  repay,  on  the  aVerage,  in  ten  yearly  install- 
ments, the  first  installment  being  paid  exactly  two  years  after  the  last 
loan  installment  is  made  (in  the  middle  of  the  first  “repayment  year”) 
and  the  nine  remaining  installments  at  one-year  intervals. 

(b)  The'  rate  of  discount  on  future  budget  dollars  was  set  at  the 
same  leyel  as  the  assumed  commercial  interest  rate  on  loans,  i.e.  6%. 
The  budget  cost  of  a student’s  ag^egate  loan  was  computed  in  terms 
of  budget  dollars  in  the  year.  of  iiis  entering  college— since  Federal 
decisions  concerning  financial  aid  are  generally  considered  in  terms 
of  entering  freshman  cohorts.  The  budget  cost  was  simply  computed 
at  the  discounted  sum  (6%)  of  Federal  outpayments  (loans  or  subsi- 
dies) minus  student,  repayments  to:  the  U.S.  Treasury. 

(c>  We  neglected  costs  incurred  on  the  Death,  Disability  and 
Bankruptcy  account  (amounting  to  less  than.  $2  per  $1000  under 
NDEA)  and,  where  relevant,  costs  of  loan  insurance  (by  whomever 
borne) . In  the  percentage-of-residual-incoine,  repayment  model,  the 
cost  incurred  on  the  account  of  low  income  borrowers  benefiting  from 
the  payment  cut-off  was  also  neglected. 

(d)  No  provision  for  admini.strative  costs  was  made,  although  it 
is  recognized  that  such  costs  could  vary  significantly  between  pro- 
grams used. 


Table  1. — Dhcounied  cost  of  loans  to  loan  ^aid  agency  per  $lfl00  of  loan 


Insured,  fixed  obligation  loan— -10-year  repayment: 

No  interest  subsidy 

Interest  subsidy  wWle  In  lull-time  study  and  0 subsidy  TnVepayine'nt 

period 

Repayment  period: 

1 percent..' 

2 percent. 

3 percent.. 1. 

4 percent 

6 percent 

0 percent 

NDEA  loan  proCTam:  

N 0 cancoilatTon 

60  percent  cancellation 

Percent  of  residual  Income  repayment: 

No  Interest  subsidy.... 

Interest  subsidy  while  In  full-time  study  and  0 subsidy  In  repayment 

period- 

Repayment  period: 

1 percent. ., 

2 percent 

3 percent 

4 percent . ... 

6 percent 

, epercent L 


4-year  0-yenr 

borrower  borrower 


0 0 


$126 

$162 

164 

195 

200 

228 

235 

259 

269 

290 

303 

320 

335 

348 

235 

259 

634  

0 

0 

126 

162 

168 

199 

2ir  ’ 

235 

253 

271 

292 

305 

328 

338 

361 

371 
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Maximum  tolerable  loan  in  relation  to  aid  agency  cost  per  dollar  of 
loan,~A.s  a final  step,  tlie  cost  to  tlie  aid  agency  per  $1  of  loan  was 
related  to  the  maximum  amount  of  college  loans  which  a student 
could  afford  (find  tolerable  by  our  standards),  for  eadi  class  of 
L'^rrowers.  This  was  done  at  first  for  each  loan  program  class  (varying 
interest  subsidy) , and  corresponding  curves  are  shown  in  diagram  10. 
The  upper  envelope  of  these  curves  shows  the  maximum  tolerable 
amount  of  college  loan  at  each  aid  agency  cost  when  all  program  possi- 
bilities are  considered.  , 

^Vliilo  computatiors  in  table  2 concern  only  sets  of  interest  subsidy 
between  0 and  6%,  there  is  no  reason,  in  pnnciple,  why  tlie  subsidy 
should  not  exceed  tlie  rate  of  interest.  This  simply  means  that  the 
subsidizing  agency  helps  borrowers  repay  some  of  the  principal  over 
time.  Accordingly,  the  ounces  in  diagram  10  were  extended  beyond 
the  point  reached  at  full  subsidization  of  interest,  representing  subsi- 
dization of  principal  through  “negative”  interest  charges  to  borrowers. 

Note,  tliat,  since  four-year  and  six-year  (graduate  school  bound) 
borrowers  are  not  distinguishable  at  the  start  of  their  college  career, 
the  terms  of  “college”  loans  must  be  fixed  by  reference  to  “four-year” 
schedules  of  aid  agency  costs  and  tolerable  amounts.  Those  going  on 
to  graduate  school  are  allowed  to  consolidate  both  undergraduate  and 
graduate  loans  under  the  “six-year”  loan  terms,  and  their  eventual 
budget  cost  per  $1000  of  loan  taken  during  college  is  that  calculated 
under  six-year  loan  terms. 

Table  2.— Maximum  tolcrahlc  loans  l>y  type  of  loan  and  class  of  Vorrowcr 


4-ycar  6-ycor 

borrower  borrower  4 to  6 years 


Insured.  Hxed  obligation  loan — 10-ycar  repayment; 

No  interest  subsidy. - — 

Interest  subsidy  while  in  full-time  study  and  0 subsidy  in 

repayment  period... 

Repayment  period: 

1 percent 

2 percent 

3 percent 

4 percent 

6 percent 

0 percent 

NDEA  loan  program: 

No  cancellation.. 

50  percent  cancellation 


$2,800 


3, 240 

3,330 
3,500 
3,6B0 
3,840 
4, 000 
4, 210 

3,  660 
8, 190 


$3,470 

4,130 

4,310 
4,510 
4,600 
4,890 
5, 100 
5,340 


4,690 

9,750 


$2,325 


2, 770 


2, 800 
3, 020 
3,140 
3, 275 
3,420 
3, 580 

3,140 

6,436 


Percent  Percent 

after-tax  after-tax 

income  income 

repayment  repayment 

per  $1,000  4-year  per  $1,000 
of  loan  borrower  of  loan 


6-year 

borrower 


4 to  6 
years 


Percent  of  residual  income  repayment: 

No  interest  subsidy --- 

Interest  subsidy  while  in  full-time  study 

and  0 subsidy  in  repayment  period 

Repayment  period: 

1 percent 

2 percent - 

3 percent 

4 percent 

5 percent:..:...;.— — — * 

6 percent 


1.  78 

$4,200 

1.41 

$5,620 

$3,765 

1. 55 

4,800 

1. 15 

6,690 

4,480 

1.46 

5,060 

1. 09 

7,030 

4, 719 

1.38 

5,320 

1. 03 

7,350 

4,920 

1.30 

5,620  ■ 

.97 

7,700 

5, 165 

1.22 

5,920 

.01 

8,090 

5,420 

1.15-  ' 

■-■6,270  - 

.86 

8,520 

6, 170 

1.08 

6,600 

.82 

8,920 

5,750 
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Diagram  in 


{^)  Determination  of  Lea^t  Cost  Grant-Loan  Gomhi/nations 
Given  our  specification  of  tolerability  conditions,  the  student  taking 
loans  in  any  one  of  the  thi-ee  listed  categories  can  determine  his  stream 
of  repayments  under  maximum  borrowing  independently  of  the  sub- 
sidy leveh  ln  the  case  of  PEE  loans,  this  stream  is  an  exact  replica  of 
the  maximum  comfortable  repayment  stream.  In  the  case  of  fixed 
obligation  loans  paid  in  equal  installments,  it  is  a ‘‘flat”  stream  of 
yeady  amoimts  equal  to  the  lowest  comfortable  repayment  occurring 
in  the  repayment  period  (or  the  second  lo^yest  if  the  tolerability 
criterion  is  bent  as  proposed  earlier) . It  follows  that  the  present  value 
of  loan  which  the  borrower  can  afford  in  a given  class  is  the  present 
value  (at  6%  interest  discount)  of  this  maximum  repayment  schedule 
plm  the  present  value  of  whatever  subsidy  is  granted.  This  present 
value  of  loan  is  the  same  whether  tlie  present  value  of  subsidy  is 
generated  through  interest  subsidy  or  through  straight  grants.  If,  as 
assumed,  the  budget  discount  rate  is  equal  to  the  commercial  interest 
rate  of  6%,  tlie  prevSent  value  of  subsidy  is  also  its  budget  cost  and  we 
can  state:  At  any  given  budget  cost^  the  same  amount  of  aid  funding 
can  be  made  available  %mder  tolerable  conditions  through  an  interest 
subsidy  formula^  or  through  a comb'i/nutidn  of  u/nsul)sidi&ed  loan  and 
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grant.  Our  assumptions,  in  other  words,  lead  directly  into  the  special 
form  of  the  loan  “demand  function”  identified  p.  34.” 

. Under  the  proposed  specification  of  “tolerability”  and  budget  dis- 
count rates,  we  tlierefore  end  up  with  the  following  conclusions : 

(a)  The  most  efficient  class  of  loan  programs  is  P.R.R.,  i.e.,  pro- 
grams in  which  the  repayment  schedule  is  set  as  a minimum  percentage 
of  residual  .income  per  $1000  of  loan.  This  is  a firm  concliiisi on,  although 
the  exact  extent  of  the  advantage  over  alternative  programs  cannot 
be  specified  without  estimates  of  the  prospective  spread  of  actual 
income  streams  around  the  “expected”  stream  for  any  given  class  of 
boiTowers.  The  encouragement  of  progressive  annual  repayment 
schedules  under  NDEA  or  guaranteed  programs  would  reduce  the 
gap,  but  the  total  elimination  of  risk  under  P.R.R.  will  always  result 
in  a higher  level  of  tolerability. 

(b)  Given  any  amount  of  individual  aid  provided  in  loans  and/or 
^•ants,  it  can  be  supplied  under  tolerable  conditions  through  a com- 
bination of  nonsubsidhecl  loan  vmd.  straight  grant  (no  grant  if  the 
funding  need  is  less  than  the  maximum  loan  tolerable  under  zero 
subsidization)  at  minimum  budget  cost.  If  the  funding  is  larger  than 
the  loan  amount  tolerable  under  zero  subsidization,  i.e.  if  a grant  is 
required,  the  same  aid  amount  can,  in  general,  be  procured  at  the  same 
budget  cost  through  subsidized  loans  or  a combination  of  subsidized 
loans  and  grants,  but  there  is  no  advantage  in  undertahing  loan  sub- 
sidization  unless  benefits  of  a political  or  moral  nature  can  be 
attached  to  it. 

(c)  By  reference  to  Table  2,  the  least  costly  (and  simplest)  program 

to  suppl/ loan-grant  fimding  D is  . . 

. , (1)  non-subsidized  P.R.R.  loan  of  up  to  $4200  (with  minimum 

required  annual  repayment  of  1.8%  of  after-tax  income  per  $1000 
oi  loan,  shifted  to  1.4%  if  graduate  studies  are  undertaken). 

(2)  if  D>$4200,  grants  equal  to  D-$4200.  There  is  no  necessity 
to  fix  a ceiling  to  the  ambunt  of  non-subsidized  loan  which  students 
must  have  incurred  before  being  eligible  for  grants.  Students 
planning  on  more  than  four  years  of  study  would  be  subject  to 
the  same  loan  limit,  but  college  loans  in  excess  of  $3765  would  be 
cancelled  up  to  a total  of  $4200— $376 5 =$435  if  the  student  under- 
takes  two  years  or  more  of  foil  time  gradute  studies. 

Clearly,  the  definition  of  “residual  income”  is  negotiable,  and  the 
maximum  level  of  non-subsidized  loan  can  be  modified  in  the  light  of 
more  or  less  conservative  judgments.  More  important,  expected  income 
varies  according  to  college  attended  and  aptitude,  and  the  “curve  of 
comfortable  annual  repayment”  is  also  affected  by  present  family 
income  (to  the  extent  that  it  secures  future  obligations).  The  extent 
to  wliich  a practical  discrimination  can  be  operated  in  these  teims  will 
require  examination. 

**  Keturnlni;  to  the  Bymbollsm  of  the  previous  subsection,  and  ealling  I#  the  present  value 
of  loans  made  over  the  college  years,  A the  present  value  of  the  maximum,  repayment 
stream.  S the  present  value  (and  budget  cost)  of  subsidy,  we  have  : 

S L-A  , A,  ■ 

■ PTE=-ir='-i;  . . ■ 

Which  Is  the ‘‘neutral**  demand  function  derived  earlier.'  . . 
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Alt^  ' ' 

(a)  High  Bridget  Tiim  Dis^ 

Tlie  above  conclusions  are  a direct  result  of  the  “tolei*able  repayment 
schedule”  assumption  and  of  the  choice  of  a budget  time  discount  rate 
equal  to  the  commercial  rate  of  interest.  Conditions  leading  to  a more 
convex  “demand”  curve  (such  as  OL  in  diagi’am  8)  will  arise  if 

(1)  some  substitution  of  added  comfort  during  studies  for 
financial  comfort  in  the  repayment  period  is  possible,  so  that  the 
amount  of  . repayments  tolerated  increases  with  the  level  of 
subsidy,  or  , 

(2)  the  time  discount  of  budget  dollars  is  higher  than  the 
commercial  interest  rate. 

In  the  latter  case,  student  repayments  at  the  coimnercial  rate  of 
6%,  when  discounted  at,  the  Budget  rate  of,  say,  8%,  would  not  re- 
imburse the  Treasury  for  the  cost  of  an  out-of-budget  loan,  so  that 
the  latter  would  carry  a positive  budget  cost  even  without  subsidiza- 
tion. The  more  efficient  “demand  curve,”  for  any  repayment  system, 
is  thus  obtained  by  inducing  Gcmimercixil  institutioTis  to  dp  the  lending 
at  the  commercial  rate  and  limiting  Federal,  participation  to  interest 
subsidies  and  grants.  The  resulting  “demand  curve”  will  rise  above  that 
obtaining  under  the  original  assumptions  since  the  present  budget 
cost  of  any  interest  subsidy  is  now  less  than  before  (higher  discount) . 
Furthermore,  any  consideration  of  grant  funding  will  be  abandoned 
in  favor  of  loan  subsidies  of  equal  effectiveness,  since  the  latter’s  pres- 
ent cost  will  be  less  than  that  of  the  grant. 

In  either  situation,  therefore,  all  loan- grant  aid  funding  will  be 
through  loans ^ under  the  following  sequence. 

(1)  if  the  loan-grant  need  is  less  than  the  maximum  tolerable 
under  zero  subsidization;  all  funding  is  through  a non-subsidized 
loan. 

(2)  if  the  long-grant  need  is  more  than  the  maximum  tolerable 
under  zero  subsidization ; all  funding  is  through  a subsidized  loan,. 
the  rate  of  s^ibsidy  increasing  with  the  size  of  the  loan  and  extend- 
ing^ if  necessary^  to  subsidization  of  loan  principal  repayments s 

In  the  case  of  a budget  discount  rate  higher,  than  the  commercial 
interest  rate,  lending  will  be  done  by  commercial  institutions  uhcler 
some  inducement  (e.g.  guarantee)  of  the  Federal  Government. 

(b)  Institutional  Go'nstraints 

If,  as  established,  a high  time-discount  of  budget  dollars  calls  for 
a “guaranteed?’  Federal  loan*  program  under  which  lending  at  com- 
mercial rates  is  undertaken  by  private  financial  institutions  and  the 
Government  subsidizes  interest  at  a rate  graded  ^dth  the  size  of  the 
Joan,  the  need  to  maximize  the  efficiency  of  lending  through  a P.R.B. 
system  of  repayments  poses  special  problems.  Most  P.E.E.  type  pro- 
])osals  so  far  have  assumed  that  funding  of  the  loans  would  be  out  of 
the  Federal  Budget,  on  the  notion  that  commercial  lenders  could  not 
adopt:  comparable  methods  of  loan  repaymont.  However,,  it  i^  possiMe 
to>  conceive,:  of  a systenv  nrder  whic^  the  Federod  Government  would 
recei/oe  payments  from  the  student  boWoycer  in,  mcordance  with  a 
P,RsRs  schedule^  and  make  payments  to  the  private  lender  in  accord- 
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ance  with  commercial  schedvies.  The  Goveniment  would  thus  act  as 
payirg  agent  and  insurer,  satisfying  both  the  requirements  of  orderly 
commercial  lending  and  those  of  maximum  student  aid  efficiency.^- 

If  there  is  no  possibility  of  financing  a P.R.R.  system  except  from 
the  Federal  Budget,  and  if  the  time-discount  rate  of  budget  dollars  is 
higher  than  the  commercial  rate  of  interest,  one  or  the  other  system 
will  be  preferable,  i.e.  P.K.E.  loans  out  of  the  Federal  budget  if  the 
P.R.R.  schedule  is  sharply  more  efficient  than  available  commercial 
repayment  schedules  and  the  budget  time  discount  rate  is  not  too  far 
ahead  of  the  commercial  loan  rate  or  interest;  guaranteed  commercial 
loan  program  if  efficiency  differences  between  repayment  schedules  are 
mild  and  the  time  discount  of  budget  dollars  is  very  liigh.  Note  that 
the  “demand  curve”  for  P.E.E.  loans  under  a budget  time  discount 
larger  than  the  commercial  interest  rate  is  obtained  from  the  original 
curve  (equal  rates)  by  (1)  a translation  to  the  right  corresponding 
to  the  budget  cost  of  a dollar  of  loan  repaid  at  6%  but  with  repayments 
discountea  at  (say)  8%  and  (2)  a steepening  of  the  curve’s  slope 
coiTesponding  to  the  larger  rate  of  discount  applied  to  future  interest 
subsidies.^^  The  possibilities  of  the  demand  cuives  under  each  alterna- 
tive crossing  at  some  point  was  not  investigated;  if  a crossing  can 
occur,  one  system  would  be  used  up  to  a certain  size  of  loan,  the  other 
beyond. 

III.  OPTIMUM  SETS  OF  FEDEEAL  STUDENT  FINANCIAL 
AID  PEOGEAMS 

In  attempting  to  determine  the  most  beneficial  set  of  Federal  stu- 
dent financial  aid  progi'ams  for  alternative  levels  of  Federal  aid  cost, 
reference  must  be  made  to  additional  elements  of  the  behavior,  or 
“reaction  function”  of  institutions.  In  the  first  paiii  of  this  analysis, 
financial  aid  to  students  was  treated  as  emanating  from  a single  pool, 
under  direct  or  indirect  Federal  control,  and  maximum  capacities 
were  independently  projected  for  broad  classes  of  institutions  defined 
in  terms  of  fixed  tuition  and  fixed  instruction  cost.  All  of  these  as- 
sumptions must  be  relaxed  in  the  final  analysis.  T\niether  offers  are 
made  directly  to  students,  or  indirectly  through  institutions,  the  terms 
of  these  offers  will  generate  reactions  fi*om  students,  institutions  and 
outside  suppliers  of  resources,  which  are  not  necessarily  consistent 
with  original  assumptions.  Such  reactions  affect  not  only  the  amount 
and  form  of  student  financial  aid  which  non-Federal  sources  will  pro- 
cure, but  also  the  tuitions  which  institutions  will  charge  and  the 
capacities  they  will  create  at  different  instruction  cost  levels.  Wiile 
information  is  lacldng  as  to  the  precise  form  of  relevant  functions, 
we  must  attempt  an  empirical  specification  of  the  problem  which  in- 
corporates acceptable  assumptions  and  is  likely  to  get  us  close  to  the 
optimum  we  seek. 

’3  Under  a P.R.R.  system  subject  to  progressive  interest  subsidy,  the  required  percentage 
of  nf  ter*tax  Income  repaid  would  Increase  with  the  size  of  the  loan  taken. 

The  zero  cost  loan  Is  that  found  tolerable  at  an  interest  equal  to  the  budget  time 
discount  rate  (8%  In  the  example). 
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1.  Eeaction  Functions 

<1)  INSTITUTIONAL  BEHAVIOR 

In  the  medium  run,  the  objective  of  higher  education  institutions 
may  be  described  as  follows : 

(1)  In  the  first  instance,  maximization  of  enrollments  up  to 
available  capacity,  subject  to  some  minimum  college  aptitude  be- 
ing evidenced  by  all  entrants, 

(2)  if  this  can  be  achieved  through  different  mixes  of  aptitudes, 
maximization  of  average  college  aptitude  of  entrants. 

Constraints  under  which  each  institution  operates  include  (a)  their 
secured  resources,  including  recurrent  cash  income,  fixed  assets  and 
academic  reputation,  (b)  the  offer  functions  of  potential  direct  sub- 
sidizers (including  all  levels  of  government)  and  student  aid  agencies, 
and  (c)  the  demand  function  for  their  products,  which  is  heavily  de- 
pendent on  policies  of  competing  institutions.  Their  instruments  in- 
clude the  fixing  of  tuition  and  other  charges  to  students,  together  with 
student  financial  aid  from  resources  they  control,  the  undertaking  of 
steps  conducive  to  aid  offer  from  direct  subsidizers  and  student  aid 
agencies,  and  the  allocation  of  resources  to  specific  education 
processes.^^ 

Given  the  objective,  the  tuition-financial  aid  decision  is  dominated 
by  the  enrollment  of  desirable  students,  not  by  “distribution”  or 
“equity”  considerations.  For  any  total  amount  allocated  to  student 
financial  aid,  the  best  results  are  produced  by  enrolling  low-need  stu- 
dents (or  students  receiving  substantial  outside  aid)  in  pmfereiice  to 
high-need  ones,  offering  only  a modicum  of  aid  to  applicants  in  the 
lo^yer  portion  of  the  aptitude  range  to  which  the  institution  caters 
(given  its  “quality”  level),  and  offering  aid  in  excess  of  “need”  to 
potential  entrants  in  the  higher  portion  of  this  aptitude  range.  This 
is  competitive  pricing:  low  aptitude  students xannot  get  more  aid  ex- 
cept hi  lower  quality  colleges  (which  may  comxiete  for  them),  wliile 
high  aptitude  students  arc  bid  for  by  competitors  at  prices  wliicli  must 
lie  met.  It  is  clear,  therefore,  that,  unless  Federal  funds  made  availalilc 
for  student  financial  aid  under  institution  control  are  protected  by 
serious  inducements  (or  regulations)  to  equalize  “need”  standards 
among  all  enrolled  students,  student  aid  resources  are  not  likely  to  be 
distributed  in  the  most  beneficial  manner. 

Unless  institutions  receive  a new  influx  of  o'atside  resources,  it  is  dif- 
ficult for  them  to  improve  their  competitive  positions  and  reach  a 
higher  average  aptitude  of  students.  This  ste^^  upward  is  conditioned 
by  a rise  of  instructional  quality,  and  this  m turn  requires  higher 
spending  leyejs.  Attempts  at  raising  the  necessary  resources  through 
incr^sed  tuitions  (or  reduced  financial  aid  to  students)  are  self-de- 
featiiig.  Unless  competitive  institutions  follow  suit  (in  which  case  no 
competitive  advantage  can  emerge),  the  first  effect  of  the  increased 
net  charge  to  students  is  a drop  in  average  aptitude:  High  aptitude 
students  are  lost  to  competing  institutions  and  replaced  by  eager  ap- 
plicants of  lower  caliber;  if  aid  is  further  distorted  in  favor  of  high 

ReseaTCh  activities  are  left  out  of  the  analysts. 
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aptitude  stuclents,  low  and  middle  aptitude  pupils  are  lost  and  replaced 
%,.P^y>ng  entrants  of  an  aptitude  never  yet  tolerated.  Were  the 
willingness  of  higher  aptitude  students  to  join  an  institution  only 
dependent  on  the  quality  of  its  instruction,  this  temporai-y  depression 
would  soon  be  overcome.  The  trouble,  however,  is  that  the  public  cri- 
tenon  of  institution  quality  is,  at  best,  the  average  success  of  graduates 
(mostly,  admission  to  graduate  schools)  or,  at  worst,  the  average  ap- 
titude of  entering  students.  Under  the  first  criterion  (the  second  would 
make  almost  any  change  impossible) , increases  in  quality  of  instruction 
only  become  reflected  in  higher  quality  of  the  imtikdion  if  the  ap- 
titude of  students  is  not  seriously  reduced  at  the  same  time  Since 
non-competitive  tuition  increases  tend,  at  first,  to  lower  aptitude,  the 
^ lowering  of  quality  and  the  expected  enrollment 
ot  nigtier  aptitude  students  will  never  materialize.  In  fact,  the  insti- 
tution  may  reach  a new  equilibrium  a<t  a lower  average  student  apti- 
tude  than  before  the  change.  ^ 

It  is  clear,  onthe  other  hand,  that  a substantial  increase  in  avail- 
able ^udent  aid  funds  from  outside  sources  will  make  an  upward  move 
jpossible-— as  long  as  the  same  windfall  is  not  shared  by  all  other  insti- 
tutmns  Tuitions  can  then  be  raised— or  institutional  aid  reduced— 
without  (hanging  the  net  charge  to  students  and  thus  without  im- 
mediate effect  on  their  aptitude  distribution.  Additional  revenues  can 
be  spent  on  improving  the  quality  of  instruction  and  thus  of  graduate? 
resulting  in  a rise  in  the  public  index  of  institutional  quality  and  an 
improved  competitive  position.  Even  though  the  generalization  of  new 
outside  funding  to  all  institutions  in  the  class  will  destroy  this  ad- 
^mPetitmn  is  such  that  each  institution  will  at- 
tempt  to  capture  it.  The  final  eijuilibrium  will  then  entail  no  change  in 
the  aptitude  and  income  distributions  of  students,  but  education  will 
provided  at  a higher  quality  level  and  under  increased  tuitions.’' 

( 2 ) TUITION  RESPONSES  AND  SOCIAL  BENEFITS 

snSse®^’^  reductions  of  institutional  aid)  in  re- 

sponse  to  Federal  financial  aid  to  students  need  not  be  objectionable 

tha?  sockl  £n^l?“  instruction  costs.  Available  data  indicate 
Sftn  ??  be  raised  as  a result  of  institutional  capacity 

nftnrlonf  quality  education,  although  benefits  are  strongly  de- 

mente  aie  made)  and  on  the  student  clientele  they  affect.^”  Such  bene- 
S tbe°Tr?'’’  coinpe*^®  with  “student-aid”  benefits  identified  earlier 

comt^t^on^otJ-®;.^^  K income-aptitude 

bodi^,  increases  in  their  level  of  support,  and 

under  pressure  of  “aided”  en- 
tem^  compensatory”  tuition  increases  of  the  kind  con- 

templated  would  erase  most  of  those  “student  aid”  benefits,  including 

P*e  of  Imprortng  thelr'comDetlMvP®®^^^  competition  nnd 


entertain  nS  hope  of  lmp?o?lns  “f  this  compi 

-to  raise  tuitions  and  Instruction  costs  • a^hlph^nxjpSnllS^”*  ® group,  wish 

riding  objective  but,,  if  InstructJonnl  students  is  their  over- 

^provide that 

inncmio.  to  aoneoe 

nomlc  Research,  Discussion  Paper  No.  27,  May,  1905/ - Institute  of  Bco- 
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external  (non-student)  contributions  to  capacity  adjustments.  Since  a 
joint  cbntraint  exists  on  Federal  funds  available  for  improving  insti- 
tution quality  and  for  inducing  desirable  enrollment  structures  and 
levels  of  support,  expenditures  should  'be  so  distributed  that  benefits 
of  marginal  Federal  dollars  on  either  account  are  equalized : clearly, 
this  would  not  be  the  case  if  both  objectives  are  pur^ned  under  a pro- 
gram of  student  financial  aid  which  wholly  results  in  increasing  in- 
struction costs  and  does  so  indiscriminately.^^ 

Our  plight  will  be  still  worse  if,  as  is  possible.  Federal  aid  funds 
trigger  tuition  increases  or  reductions  in  non-FederaJ  financial  aid 
without  any  change  in  instruction  costs.  Whole  classes  of  institutions 
may  simply  decide  to  reduce  their  fund  raising  efforts  and  traditional 
siibsidizers  (including  state  taxpayers)  may  feel  that  their  responsi- 
bility is  now  discharged  by  the  Federal  Government.  Keductions  in 
philanthropic  or  ^ate  contributions  may  generate  benefits  of  a distri- 
butional nature  (i.e.  we  may  put  some  value  on  providing  state  tax 
relief  and  reducing  the  burden  on  alumni),  but,  again,  there  must  be 
a limit  beyond  which  more  would  be  gained  in  the  form  of  “student 
aid”  benefits  already  identified  than  in  the  form  of  State-Federal 
redistributions. 


2.  Criteria  and  Strategy  of  Benefit  Maximization 
( 1 ) control  of  institution  behavior  and  au\XIMIZATION  OF  BENEFITS 


It  follows  from  the  above  analysis  that  Federal  programs  of  student 
financial  aid  must  include  more  than  a specification  of  aid  funding  and 
contractual  obligations  by  category  of  enrolled  students.  Further  man- 
ipulation of  behavior  toward  increased  benefits  is  possible  through 
making  the  amount  and  form  of  aid  conditional  on  certain  actions  or 
practices  on  the  part  of  institutions  and  benefiting  students. 

As  a matter  of  general  policy,  the  net  effect  of  insti'vments  used  m 
^connection  with  Federal  aid  proqra'ins  should  he  to  press 

downward  on  indtions  ana  upward  on  non-Federal  financial  aid.  This 
amounts  to  discounting  benefits  associated  with  the  financino-  of 
-capacity  shifts  (higher  instructional  expenditures)  and  with  redfstri- 
butions  to  the  advantage  of  State  taxpayers  or  philanthropists.  Our 
justification  is  that,  from  both  the  budgeting  and  administrative  stand- 
points, whatever  complement  of  such  benefits  is  desired  could  be  gen- 
erated more  efficiently  through  other  forms  of  Federal  expenditure 
(mainly,  direct  subsidies  to  institutions)  . However,  efficiency  also  re- 
quires tha^  the  policy  be  subject  to  certain  limitation  and  exceptions. 

(a)  It  may  not  be  possible  to  induce  desirable  shifts  in  non-Fed- 
eral  student  financial  aid  unless  they  take  the  form  of  increases  in  both 
tuitions  and  financial  aid.  It  is  generally  possible  for  institutions  to 
extract  additional  resources  from  student  families  without  loss  of  bene- 
fits by  raising  tuitions  and  complementing  student  aid  in  the  lower- 
income  brackets.  These  additional  resources  can  be  used  to  increase  in- 
structional expenditures  or  . to  reduce  Federal  contributions  (among 
others) ; in.  either  case,  the  shift  is  “efficient”  in  that  additional  bene- 


nsmmip  that  offleiont  Fodornl  Biidpet  allocation  will  require  sithsldlxing  enpacitv 
changes  beyond  the  level  of  non-Federnl  conlrlbaaons  triggered  (as  a by-product)  bv  the 
pressure  of  “aided”  enrollments. 
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fits  are  generated.  While  it  is  not  clear  that  pressures  linked  to  Fed- 
eral student  financial  aid  programs  are  the  best  means  of  encouraging 
such  adjustments,  the  least  our  programs  can  do  is  abstain  from  dis- 
couraging them  (for  instance,,  through  rigid  tuition  regulation). 

(b)  Social  and  political  constraints  operate  in  that,  for  instance. 
Federal  aid  must  be  “equitably”  distiibiited  between  private  and  public 
institutions  (the  argument  whether  any  Federal  aid  at  all  should  go 
to  students  in  private  institutions  appeai^s  to  have  been  settled  by  de- 
fault) . When  this  constraint  is  made  effective,  maximization  of  student 
aid  benefits  may  require  tliat  aid  be  distributed  to  students  in  low- 
tuition  public  institutions  with  minimal  or  zero  “student  aid”  benefits. 
If  so,  those  institutions  may  increase  tuitions  by  the  amount  of  new  aid 
and  create  resources  for  higher  instructional  quality  without  reducing 
benefits  associated  with  student  aid.  Under  the  private^publio  “equity” 
constraint,  therefore,  maximization  of  benefits  may  require  increased 
public  tuitions. 

( c)  We  cannot  attempt  to  freeze  tJie  tuition  structure  as  it  now  stands, 
nor  can  we  attempt  to  modify  it  in  accordance  with  some  predeter- 
mined optimum.  Many  prospective  shifts  are  “legitimate”,  in  tiiO  sense 
that  they  reflect  no  attempt  at  exploiting  Federal  aid,  but  simply  an 
independent  desire  to  reach  a different  set  of  students  or  a different 
level  of  instructional  quality.  The  original  impulse  may  come  from 
the  institution’s  access  to  new  i‘esources,  and  it  may  be  followed  by  in- 
creases in  tuitions  (and  financial  aid)  to  take  advantage  of  the  im- 
piwed  competitive  position.  Unless  we  are  ready  to  go  very  far  in  the 
Federal  regulation  of  higher  education,  the  best  we  can  do  is  to  identify 
such  changes  and  adjust  to  them. 

( 2 ) OUTLINE  OF  STRATEGY 

In  view  of  the  complex  interactions  we  face,  we  propose  a “second 
best”  solution  under  which : 

(a)  benefit  maximizing  Federal  programs  are  first  determined 
for  a restricted  set  of  institution  behaviors,  given  a Federal  cost 
limit  on  student  financial  aid 

(b)  Federal  programs  are  redesigned  in  such  a way  that  the 
behavior  of  institutions  can  only  result  in  benefits  greater  than 
those  generated  under  (a). 

The  imp lementi on  of  this  solution  is  somewhat  tortuous  and  has 
not,  at  this  point,  been  fully  developed  by  the  author.  In  the  absence 
of  a rigorous  derivation,  the  following  section  presents  the  results  of 
a very  approximate  solution  along  the  proposed  lines.  Since  the  whole 
field  of  possible  “redesigns”  under  (b)  was  not  covered,  it  is  obvious 
that  a further  and  more  systematic  scanning  of  possibilities  would 
lead  to  a better  set  of  progi’anis  than  the  one  arrived  at. 

3.  Desirable  Strucitjre  of  Fedeil^l  Programs 

The  present  analysis  is  only  concerned  with  general  financial  aid  to 
College  students,  i.e.  with  aid  pro^^ams  in  which  aid  is  not  granted 
beyond  the  estimated  financial  needs  of  the  student.  Within  this  con- 
text, the  following  structure  of  Federal  programs  of  financial  aid  to 
College  students  appears  desirable. 
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(1)  FEDERAL  WORK-SaUDY  PROGRA3IS 

The  first  objective  of  a Federal  work-study  program  miLst  be  to 
enlist  the.  administrative  participation  of  institutions  in  promoting 
and  controlling  student  jobs.  The  reason  is  that  the  establishment  of 
pafalleT  Federal  structures  dealing  with  the  details  of  individual 
student  placement  would  add  both  to  total  cost  of  job-aid  and  to  the 
Federal  share  of  such  costs.  In  addition  to  enlisting  the  services  of  in- 
stitutions and  inducing  maximum  institution  contributions  to  adminis- 
trative (placement)  costs,  Federal  Programs  must  orient  institution 
efforts  and  develop  job  opportunities  (through  job  subsidies  or  im- 
intended  complement  of  job-aid  at  each  institution  is  generated  at  min- 
imum net  cost.  (For  any  enrollment  and  aid  funding  structui*e,  the 
‘‘job-aid  complement”  is  computed  as  in  section  1 of  Chapter  11,  by 
adding  up  amounts  of  job  aid  substitutable  for  grants  and  subsidized 
loans.) 

Although  no  empirical  information  is  available  as  yet,  we  shall  as- 
sume that  (net)  costs  of  direct  job  placement  per  dollar  of  job-aid 
procured  are  less  than  net  costs  of  subsidized  employment,  as  long 
as  placement  is  secured  at  a cost  no  greater  than  in  local  employ- 
ment security  offices.  The  objective  is  thus  to  maximize  direct  job 
placement  within  this  cost  limit,  then  to  supply  subsidized  employ- 
ment at  minimum  net  cost  up  to  the  full  job-aid  “complement”  at  the 
institution,  while  maximizing  the  contribution  of  the  institution  to  ad- 
ministrative costs  in  both  direct  job  placement  and  subsidized  employ- 
ment. 

Clearly,  institutions  will  not  be  induced  to  cooperate  in  procuring 
the  job-aid  complement  efficiently,  or  to  supply  a large  share  of  ad- 
ministrative costs,  unless  there  is  a payoff  in  terms  of  their  own  ob- 
jectives. A major  obstacle  to  creating  appropriate  incentives  is  that  in- 
stitutions face  a conditional  Federal  commitment  to  complement  the 
non-Federal  effort  toward  specified  financial  aid  standards.  The  be.st 
policy  for  individual  institutions  is  thus  to  minimize  their  compatible 
contribution  (and  raise  tuitions),  in  the  hope  that  others  will  satisfy 
aggregate  Federal  expectations.  The  most  obvious — and  least  com- 

Sulsive — way  to  overcome  this  attitude  is  to  tie  Federal  aid  to  stu- 
ents  at  the  institution  to  a minimum  compatible  contribution  on  the 
part  of  the  institution.  This,  however,  implies  that  it  is  indeed  possible 
to. estimate  the  total  job-aid  which  an  institution  can  procure,  given  a 
specific  limit  on  placement  costs  and  a specific  policy  of  Federal 
“sponsorship”  of  ]obs  (job  subsidies  or  student  employment  obliga- 
tions). 

Wliile  the  development  of  an  appropriate  formula  to  this  effect  is 
not  inconceivable,  it  is  nowhere  in  sight  at  the  present  time.  Unless 
unfair  and  arbitrary  solutions  are  considered,  the  only  alternative  is 
to  reimburse  institutions  for  normal  placements  costs  and  provide  an 
additional  subsidy  proportional  to  placement  performance.  Actual  per- 
formance under  this  direct  (and  expensive)  incentive  will  then  be 
taken  as  “the  best”  institutions  can  do,  and  Federal  loan-grant  aid 
will  be  calculated  by  reference  to  actual,  rather  than  theoretical,  job- 
aid  procured. 
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A.  Direct  Plmemem^t  : 

With  respect  to  direct  job-placeirent,  there  is  need  ^to  study  the 
feasibility  of  establishing  norms  for  .placement  performance  by;in- 
dividual  colleges,  based  on  average  job  vacancies  per  enrolled  full-time 
college  student  in  the  relevant  labor  market  area.  If  this  proves  feas- 
ible, institutions  can  be  required  to  procure  the  jobs  on  their  own, 
under  jpenaJty  of  loss  of  eligibility  for  Federal  student  aid.  .On  the 
other  hand,  efficiency  could  be  increased  through  the  creation  and 
Federal  subsidization  of  special  units  in  local  employment  security 
offices,  designed  to  find  and  develop  part-time  job, opportunities  for 
students  in  their  labor-market  area.  : . , : 

If  it  is  not  possible  to  establish  fair  standards  of.  job  placement  per- 
formance, the  only  alternative  is  to  provide  direct  incentives  to  place- 
ment by  institutions.  The  incentive  must  take  the  form  of  a subsidiza- 
tion greater  than  cost  if  there  is  to  be  a positive  payoff  to  institutions. 
The  standard  Federal  reimbui^ement  to  institutions  per  student-job 
secured  could  be  made  equal  to  the  average  placement  cost  in  local  em- 
ployment security  offices,  plus  an  incentive  subsidy  proportional  to  the 
]ob-aid  generated. 

B.  Federally-sponsored  Jobs 

As  suggested  in  Section  II,  “Federally- sponsored”  jobs  can  be  sup- 
plied in  1^0  ways. 

(a)  The  Federal  prc^ram  may  let  institutions  discover  jobs  within 

or  without,  under  broaa  “social  service”  criteria,  and  reimburse  a fixed 
percentage  of  student  salary  costs  to  the  employer  (College  or  outside 
agency).  Here  again,  the  preferred  situation  is  one  in  which  a' mini- 
mum placement  performance  of  the  institution  can  be  estimated,  given 
the  job  subsidy  level  and  the  guidelines  supplied  under  the  program. 
The  estimation  should  be  made  by  reference  to  the  volume  of  “service 
need”  and  College  enrollment  in  tlie  relevant  labor  market  area.  If  this 
does  not  prove  feasible,  the  alternative  is  to  provide  an  administrative 
subsidy  which  more  than  covers  the  cost  of  deveiloping  and  filling 
student  jobs  outside  the  institution;  tjiere  is  no  need  to  create  special 
incentives  for  job  creation  the  college,  since  the  institution  does 

benefit  from  the  subsidization  of  inside  j obs. 

W^th  respect  to  level  of  subsidisation,  it  is  clear  that  the  90% 
initially  set  under  the  ‘ present  Federal  Work-Study  program  was 
grossly  exc^sive.  In  a majority  of  cases,  a lower  subsidy  would  be 
enough  to  induce  creation  of  the  job,  whether  it  is  generated  in  non- 
Federal  services  or  in  activities  supported  by  other  Federal  programs. 
In  the  first  case,  the  larger  subsidy  wastes  Federal  resources  (i.e.  re- 
duces the,  overall  efficiency  of  the  Federal  Budget)  , and  in  the  second 
it  distorts  the  budgetary  imputation  of  costs  between  “student  aid” 
and  other  benefits. 

(b)  For  reasons  discussed  in  Section  II,  there  are  some  advantages 
in  separating  Job  Opportunity  programs  from  student  .aid.  The  al- 
ternative to  Federal  work-study  subsidies  is  the  imposition  of  mini- 
mum student  omploymeiic  obligations  on  social  service  organizations 
(including  Oodeges)  receiving  Federal  support  under  job  opportunity 
programs.  Federal  job  creation  for  students  would  then  appear  as  a 
by-product  of  other  Federal  pi^ograms  and  would  not  be  budgeted 
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under  Student  Financial  Aid.  Student  employment  obligations  would 
be  limited  to  the  establishment  of  student  priorities  over  a specified 
number  of  jobs,  and  the  proportion  of  jobs  subject  to  such  priorities- 
would  be  kept  small  within  any  organization.  Under  this  system,  the 
number  of  “Federally,  sponsored”  jobs  in  any  labor  markeit  area 
would  be  known,  and  there  would  be  no  difficulty  in  computing  the 
“expected  share”  of  any  institution. 

Evahiati/yri  of  present  Federal  ^oorh-study  program  {HEA^IV  G) 
The  present  program  roughly  corresponds  to  programs  proposed 
under  (2)  (a)  above.  The  encouragement  and  support  of  direct  place- 
ment efforts  by  institutions  has  l^en  neglected,  and  the  r^placenient 
of  job-subsidies  by  the  imposition  of  student  employment  quotas  in- 
independent  job  opportunity  programs  has  hot  been  considered.  Main 
weaknesses  of  the  program  within,  its  own  limits  are. 
fl)  the  level  of  subsidization  is  excessive  ■ 

(2)  the  specification  that  work— when  not  provided  by  the  insti- 
tution itself — ^be  related  to  the  student’s  educational’ objectives 

. ’ reprints  an  interference  in  the  operation  of  institutions,  a par- 
; ticularly  sena^^^^^^  it.  dictates,  educational  methodology. 

' '(3)  the  spraficatibri  hf  “equitable  distribution”  i^uireinents 

sugge^  reference  to  no  less  than  eight  irrelevant  and  inconsistent 
criteria. 

(2)  FEDERAL  LOANS  AND  GRANTS 

* Given  fixed  maximum  capacities  by  institution  class,  the  objective- 
of  a Federal  Loan-Grant  Program  would  be  to  cover  at  a minimum 
budget  cost  the  difference  between  calculated  aid  funding  needs  of  en- 
rolled students  and  expected  work-study  job-aid  under  plans  outlined 
above,  inducing  a maximum  student  aid  contribution  from  institu- 
tions and  outside  sources. 

To  the  extent  that  the  aid  program  itself  may  encourage  shifts  in 
capacities  (particularly  through  shifts  in  tuition  levels  of  existing- 
institutions) , we  must  attempt  to  regulate  the  allocation  of  loans  and 
OT^ts  so  that  institution  reactions  can  only  add  to  benefits  under  the- 
fixed  capacity  assumption.  Although  fairly  sensitive  mechanisms  can 
be  developed  to  that  effect,  the  administrative  cost  and  confusion  they- 
are  likely  to  generate  forces  consideration  of  less  effective,  but  more 
feasible  alternatives.  The  plan  proposed  below  gives  all  students  access 
to  Federal  loan  and  grant  programs  up  to  their  computed  need  (net  of 
job  aid),  but 

(1)  holds  institutions  responsible  for  aid  packaging  in  accord- 
ance with  the  efficiency  rules  developed  in  chapter  2. 

(2)  makes  Federal  ’aid  to  students  at  any  institution  conditional 
on  the  satisfaction  of  certain  financial  requirements 

A.  OptirmmLocm  and  Grant  Prograins 
[for  students  in  eligible  institutions] 

As  already  indicated.  Federal  loans  and  grants  under  the  proposed 
programs  are  administered,  in  part  by  eligible  institutions,  in  that  the 
latter  are  responsible  for  “packaging”  aid  in  accordance  with  efficient 
schedules.  Appropriate  guidelines  are  made  available  to  institutions 
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by  the  Federal  Aid  Agency  and  some  element  of  control  is  exercised 
by  the  latter  on  their  proper  implementation. 

Two  alternative  sets  of  programs  are  indicated,  depending  on 
whether,  the  Federal  budget  tune  discount  rate  is  or  is  not  greater  than 
the  competitive  commercial  rate  of  interest  on  loans. 

(a)  Budget  time  discount  rate  no  greater  than  commercial  interest 
rate,  A loan  program  should  function  under  a Percentage  of  Residual 
Income  Repayment  formula.  While  the  granting  of  such  loans  can  re- 
main under  institution  control  (in  accordance  with  Federal  guide- 
lines), collection  must,  of  necessity,  be  a Federal  responsibility,  and 
this  in  turn  suggests  that  funding  must  be  through  the  Federal  Budget. 
However,  feasiWe  alternatives  are  offered  below. 

The  loans  should  not  be  subsidized,  i.e.  full  interest  equal  to  the  com- 
petitive commercial  loan  rate  should  be  charged,  and  there  should 
be  no  cancellation  other  than  on  the  Death,  Disability  and  Bankruptcy 
account.  (However,  cancellation  under  P.R.R.  when  the  repayment 
period  exceeds  20  years  should  be  considered. ) 

. Loans  should  granted  up  to  $1,000  a year  (at  present  interest 
rates)^  with  no  condition  other  than  full-time  College  attendance.  If  in- 
stitutions and  other  organizations  insist  on  continuing  long-term  loan 
programs  (with  some  subsidization  formula)  students  receiving  such 
loans  would  (could)  reduce  their  Federal  borrowing  accordingly. 

A Federal  grant  program  should  be  established  to  jiay  students  the 
difference  between  their  “standardized  funding  need’'  and  the  sum 
of  $L000  plus  the  job-aid  received  at  their  institution.  The  “standard- 
ized runding  need”  would  be  computed  by  reference  to  family  financial 
data  and  tuition  levelj  in  accordance  to  standard  schedules  (e.g.  Col- 
lege Scholarship  Service).  However,  Federal  grants  would  be  reduced 
by  the  amount  received  from  alternative  sources  (see  below). 

(b)  Budget  time  discount  greater  than  coimnercial  rate  of  interest. 
If  immediate  Budget  considerations  are  paramount,  i.e.  if  the  time  dis- 
count on  Budget  dollars  is  high,  recourse  should  be  had  to  commercial 
lending  faculties  under  some  form- of  Federal  guarantee,  and  a level 
of  Federal  interest  subsidization  .that  increases  with  the  size  of  the 
loan.  The  interest  subsidy  should  be  allowed  to  go  beyond  the  interest 
charged  and  reduce  principal  repayments  if  the  loan  need  is  large 
enough. 

— In  addition,  early  steps  should  be  taken  to  explore  the  possibility 
of  an  arrangement  by  whicli  the  Federal  Loan  Agency  uuaeii:-alves  to 
repay  the  lendere  under  a fixed  standard  schedule  and  the  student 
undertakes  to  repay  the  Federal  Agency  under  P.R.R.  The  Federal 
Government  would  then  play  the  role  o^  a collection  agency,  guaran- 
teeing lendore  :i  fair  return  under  a])propriate  repayment  terms  and 
collecting  from  students  under  P.R.R.  at  some  small  annual  cost. 

— Loans  should  be  granted  up  to  an  amount  equal  to  the  “stand- 
ardized funding  need”  mhins  job-aid  obtained  through  the  institution 
attended.  However,  loans  would  be  reduced  by  the  amount  received 
from  altemative  sources  (see  below), 

B.  Oonditioixs  for  Institution  Eligibility 

For  students  at  an  institution  to  remain  eligible  for  Federal  aid 
programs,  the  following  conditions  would  have  to  be  met 
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(1)  The  institution  administers  aid  packaging  in  full  compliance 
with  the  Federal  miidelines.  ■ 

(2)  Students  at  tlie  institution  receive  grants  or  loans  from  sources 
other  than  the  Federal  Government  so  as  to  reduce  the  Budget  cost 
of  full  Federal  funding  by  a specified  minimum  amount  The  specified 
minimum  is  tlie  smn  of  grants  actually  received  by  students  at  the  insti- 
tution from  all  non-Federal  sources  in  some  base  year  previous  to’the 
implementation  of  the  proposed  Federal  programs.  The  source  of 
“compensatory”  grants  and  loans  may  be  the  institution  itself  or  any 
outside  (non-Federal)  agency,  but  the  institution  is  responsible  for 
making  up  the  difference  between  outside  contributions  and  what  is 
required  to  fulfill  the  condition. 

(3)  The  proportion  of  instnictional  expenditures  (net  of  any  direct 
Federal  subsidy)  represented  by  tuition  receipts  does  not  exceed  60%, 
or  the  proportion  holding  in  the  base-year,  whichever  is  higher.  The 
objective  puisuod  under  this  requirement  is  the  prevention  of  attempts 
by  institutions  to  shift  the  burden  of  financing  away  from  legitimate 
sources  and  onto  Federal  student  aid  programs.  The  second  alternatiye 
under  the  nile  allows  institutions  to  raise  tuitions,  but  only  on  condi- 
tion that  additional  contributions  arc  also  drawn  from  outside  sources. 
Tliis  guarantees  that  (1)  tuition  rises  in  response  to  increa.sed  Federal 
financial  aid  will  increase  instruction  cost  per  pupil  rather  than  relieve 
non-Federal  subsidizers,  and  (2)  a brake  will  be  placed  on  the  destruc- 
tion of  “student-aid”  benefits  through  exce.ssive  tuition  increases. 

One  difficulty  under  the  “base  year  proportion”  rule  is  that,  given  the 
existing  tuition  structure.  Federal  grants  or  high  subsidy  loans  re- 
ceived by  the  private  education, sector  would  be  much  higher  per  stu- 
dent than  those  received  in  public  institutions.  In  other  words,  public 
iii.sti  tut  ions  would  be  peiialfzed  (thi-oiigh  receiving  le.ss  Federal  stu- 
dent aid)  for  their  low  tuition  policy.  It  is  clear  that  a Federal  sys- 
tem which  heavily’ favors  the  private* sector  wdll  not  be  acceptable,  and 
it  is  equally  clear  that  large  sections  of  the  public  higher  education 
sector  are  most  in  need  of  upgrading  and  least  well  equipped  to  raise 
the  necossaiT  resources. 

In  addition^  the  charging  of  very  low  public  tuitions  has  unfavor- 
able distributional  effects,  in  tliat  it  placc.s  the  burden  of  education 
financing  on  state  taxpayer's  rather  than  on  those  who  will  most  directly 
benefit  and  can,  under  appropriate  aid  policies,  shoulder  that  burden 
under  tolerable  conditions.  This  is  why  the  60%  alternative  is  made 
available.:  it  allows  low  tuition  public  in.stitutious  to  rai.se  foes  without 
penalization  up  to  a level  which,  in  terms  of  present  instruction  costs, 
can  easily  be  homo  by  students  with  the  help  of  low  cost  Federal  aid 
programs. 

TTnnuostionably,  ho.wevcr,  this  area  of  financial  control  is.  fraught 
with  (lilliculties  and  the  projX)s<‘(l  stH  of  rules  can  only  Ih‘  viewcHlii.s 
a tentative  solution  subject  to  iniprovenient  (or  scrapping)  on  the 
basis  of  further  analysis  and  deliberation. 

Evalnatioii  of  preient  Federal  loa^i  mogrmm. — ^The  division  of  tlie 
Federal  loan  effort  between  XDEA,  wnosc  loans  ai'o  funded  out  of  the 
Budget,  and  the  Guaranteed  TiOan  Progmin,  ^ylIaso  Joans  nro  iasiiod 
by  commercial  institutions,  reveals  some  ambiguity  on  (be  part  of  Fed- 
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OTal  decision  maliers  concerning  the  jiroper  rate  of  tinae  discount  of 
Bud^t  dollars.  The  main  inefficiencies  of  the  programs  are 

(1)  They  do  not  rely  on  a P.K.E.  repayment  schedule,  but  on  stand- 
ard commercial  schedules 

(2)  Their  interest  subsidization,  except  for  a rough  cut-off  at  $16,000 
income  between  3%  subsidy  and  no  subsidy  under  the  Guaranteed 
Loan  Projrram,  is  not  j^ded  in  accordance  with  size  of  loan. 

The  jomt  impact  of  those  two  shortcomings  grossly  inflates  the 
budget  cost  of  loan  programs  and/or  reduces  their  potential  benefits. 
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Federal  Aid  to  His/her  Education  Through  1976 

Clark  JBCerr* 


INTRODUCTION 

From  the  beginnings  of  the  Republic,  education  at  various  levels 
has  played  a vital  role  in  die  building  of  a strong  democratic  society. 
Today,  as  education  through  higli  school  has  become  almost  universal, 
as  knowledge  has  expanded,  as  the  professional  and  intellectual  de- 
mands of  modern  society  have  Ix^me  ever  more  complex  and  de- 
manding, the  Nation  has  looked  increasingly  to  America’s  colleges 
and  universities  to  meet  many  of  our  most  important  national  needs: 
For  furtherance  of  individual  aspirations. 

For  equality  of  educational  and  thus  economic  and  social  oppor- 
tunity, 

For  scientific  and  technological  advances  to  stimulate  economic 
growth. 

For  highly  trained  personnel  to  serve  a complex  society. 

For  cultural  enrichment  of  the  quality  of  life. 

And  for  the  ideas  so  crucial  to  solution  of  profoundly  complex 
issues. 

AVhut  the  American  nation  now  needs  from  higher  education  ciui 
1)0  summed  up  in  two  words;  quality  and  equality.  Our  colleges  and 
universities  must  preserve  academic  q^lity  if  our  intellectual  re- 
sources are  to  prove  equal  to  the  chaUenges  of  contemporary  life. 
And  the  <mmpuscs  must  act  boldly  to  open  new  cliannels  to  equality 
of  educational  opportunity. 


CAN  HIGHER  EDUCATION  MEET  THESE  NEEDS? 

Leading  spokesmen  for  higher  education  have  recently  e.>mrossed 
serious  concerns  al>out  whether  American  higher  education  wul  have 
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versity of  Notre  Dame;  Carl  Knysen,  Director,  Institute  for  Advnnce<l  Study 
nt  Princeimt;  KnUmrine  McBride,  President,  Bryn  Mnwr  Collw;  JninoH  A. 
Perkins,  President;  Cornell  University;  Clifton  W.  Phnien,  Chairman  of  the 
Kx(\'iiU\*o  Commiuee,  Murine  .Midland  Banks,  Inc.;  Nntlmn  M.  Pusey,  President, 
llarmnl  University;  David  lUesman,  Profeosor  of  Social  8clcnrt*s,  Harvard 
University ; Hon.  William  W.  Scranton ; Norton  Simon,  Director,  Norton  Simon, 
Inc.;  Clark  Kerr,  Cholrman. 
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tlio  necessary  resources  to  meet  at  the  same  tinie^  the  Nation's  needs  for 
protection  of  academic  quality  and  for  expansion  of  equality  of  edu- 
cational opportunity.  In  January,  1908,  tlie  National  Association  of 
State  Univei*sities  and  Land-Grant  Colleges  commented  about  the 
response  of  public  institutions  to  the  shortage  of  resources: 

“To  maintain  quality,  they  have  raised  student  charges  sul)- 
stantially,  turned  away  qualified  students,  limited  enrollment, 
and  refused  requests  for  urgently  needed  public  service.” 

Til  ree  months  later  the  A.ssociation  of  American  Uinvoi*sities  declai'ed : 
“American  higher  education  is  experiencing  critical  and  wide- 
spread financial  pi*essures.  Viitually  every  type  of  college  and 
university  faces  a widening  gap  between  annual  income  and  the 
level  of  expenditui’es  required  to  undertake  needed  expansion 
» and  impi'ovement — or  even,  in  many  ca.ses,  to  sustain  normal 
operation.” 

Four  essential  factoi-saffecttlie  potential  financial  strength  of  higher 
education : growth  in  size,  gi*o\vth  m functions,  rising  costs,  and  sources 
of  funds. 

GRO^VTH  IN  Size 

xV  century  ago,  enrollment  in  higher  education  in  the  United  States 
was  only  about  50,000  students.  Today's  enrollment  is  almost  6 million 
students  on  a full-time  equivalent  (FTE)  basis.  More  than  half  of  this 
gwHli  took  place  in  the  decade  from  1958  to  1067.  A century  ago,  2 
percent  of  voung  Americans  entei*od  college.  Now  the  figure  is  over  40 
percent  and  is  still  rising.  Estimates  indicate  that  enrollment  will  pas.s 
8 million  by  1070,  and  this  figure  may  well  rise  to  0 million  if  vigorous 
measures  are  adopted  to  remove  .financial  barriers  for  students  from 
low-income  families. 

Enrollment  .will  continue  to  rise,  but  more  slowlj',  after  1070,  level- 
ing off  toward  the  end  of  this  century.  The  heavie^  costs  of  further 
expansion  lie  in  the  yoais  just  ahead,  when  new  facilities  will  be  needed 
for  some  8 million  students  by  1070.  To  fall  short  of  this  goal  would  be 
to  limit  greater  equality  of  access  to  higher  education. 
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Growth  ix  Fuxctions 

SIiOLM*  lumibers  of  studonts  do  not,  of  course,  tell  the  entire  story  of 
institutionnl  growth.  Colleges  and  universities  have  nlsogroMTi  steadily 
in  the  mnnber  and  complexity  of  functions  required  by  the  expansion 
of  knowledge  and  the  needs  of  society.  Instniction  has  increased  in 
total  duration,  in  curricular  range,  and  in  specialization.  Ke.seai*(!h  has 
burgeoned.  Graduate  and  professional  programs  have  multiplied.  In- 
stitutions perforin  a host  of  public  services  directed  toward  civic  and 
social  problems.  And  new  needs  arise  constantly:  for  research  on  the 
problems  of  the  cities,  for  the  training  of  additional  doctors  and 
inedicul  snpport  i)ei*sonnel,  for  postdoctoral  training  and  continuing 
education  in  many  professions. 

The^  expanding  functions  have  brought  our  institutions  of  higher 
education  to  a central  role  in  society.  But  they  have  aiso  added  graatly 
to  the  pressuras  of  rising  numbers  of  students  and  rising  costs. 

Risixr.  Costs 

The  continuing  expansion  of  higher  education  facilities  will  be  costlv 
in  any  case,  ana  is  made  more  expensive  by  rapidly  rising  costs  per 
student.  Total  institutional  expenditures  for  higher  education  climbed 
from  $5.2  billion  in  1957-58  to  about  $17.2  billion  in  19G7-G8,  an  in- 
crease of  231  percent  as  comparad  with  a 119  percent  increase  in  eni-oll- 
inents  for  the  same  penod.  Expenditures  6f  liigher  education  institu- 
tions are  expected  to  total  about  $41  billion  by  197G-77  for  a projected 
FTE  enrolhneut  of  9 million  students. 

It  .should  be  noted  that  institutional  expenditures  are  the  major  hni 
not  the  total  costs  of  higher  education.  Certain  governiiiLMit  and  [iri- 
vate  exiM?iulitnro,s  for  higher  education  pui^posos  are  not  refloctcil  fully 
or  at  ail  U\  institutional  .speiulingTlata.  For  example,  Federal  student 
aid  uder  the  GI  Bill  and  tlie  Social  Security  Act  and  some  forms  of 
State  student  aid  go  directly  to  the  students  Unfortunately,  the  de- 
terinination  of  the  total  cost  of  higher  education  is  diflicult  and,  in- 
evitably, .somewhat  arbitrary.  Data  on  institutional  oxiionditures,  how- 
ever, are  fairly  well  cstabh.shod  and  jirovide  ii  useful  yardstick  for- 
fho  niea.suivniont  of  higher  education  costs.  It  is  the  institutional  ox- 
penditure  total  that  isexpected  to  ri.se  to$41  billion  by  1970. 

In  terms  of  gross  national  pixuluct  (GXP),  exiMMulituves  by  in- 
stitutions from  alM)ut  1 |>ei‘cent  in  1957,  wlicn  the  GXP  was  $-132 
billion,  to  slightly  inoi*e  than  2 percent  in  1907,  when  the  GXP  was 
$703  hillion.  Institutional  expendit liras  will  newl  to  be  about  3 percent 
by  107(5,  at  which  time  the  GX  P will  lx?  about  $1,400  billion. 

Many  faetora  aside  fmm  the  general  level  of  inilntion  have  coii- 
tribiited  to  risinjr  costs  per  student.  Faculty  salarie.s,  which  had  lagged 
for  some  yeai*:^iiave  Ixeii  rising  faster  than  the  general  level  of  wages 
and  .salaries.  Graduate  work  has  iiicraased  in  iinportniice,  and  it  is 
iiiora  expensive.  Mora  sojihisticated  ami  costly  ra.sinirch  and  teaching 
tools  are  reqiiirad. 

For  many  other  activitie.s  of  society,  rising  costs  are  otfset  in  sub- 
stantial part  by  aceonipanyiiig  l iras  lu  productivity.  Unfortimatcly, 
higher  euiicntioii  has  not  and  perhaps  cannot  offset  its  rising  costs  In 
this  manner.  Despite  improvements  in  college  inanageincnt  and  experi- 
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meiits  ill  proErninmed  learning  and  other  new  techniques,  no  major 
Wavs  are  likely  to  be  found  in  the  short-run  which  will  make  it  pos- 
sible to  educate  more  studente  ac  the  same  level  of  expenditures  with- 
out lowering  academic  quality.  Studies  aimed  at  long-run  improve- 
ment in  educational  productivity  should,  of  course,  be  vigorously 
pureued. 
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SouKCEsoF  Funds 

While  higher  education  has  long  received  some  Federal  assistance, 
the  chief  financing  burden  has  been  borne  by  State  and  local  gqveni- 
monts  and  the  private  sector.  But  these  .sources  are  npproncliing  limits. 
Many  State  and  local  governments  whose  exfienaitures  for  higher 
education  are  already  large  would  experience  great  difficulties  in  pro- 
viding the  additional  support  needed,  both  because  of  ttix  base  limits 
and  because  of  other  c.^ntial  needs  for  public  funds.  States  whose 
liost  expenditures  for  higher  education  have  lagged  should,  of  course, 
provide  substantial  additional  funds.  But  State  support  has  been  a 
falling  share,  and  undoubtedly  will  fall  still  more. 

Private  resources  have  provided  about  lialf  of  the  institutional  funds 
for  higher  education  in  recent  years.  With  expectations  of  rising  per 
capita  income,  and  with  a relatively  high  income  elasticity  for  educa- 
tional expenses,  private  resources  should  continue  to  provide  half  of 
the  expanded  fiiinncial  support — a heavy  increase  in  absolute  dollar 
amountH.  It  would  l>e  unrealistic  to  assume,  however,  that  the  private 
share  can  be  increased  in  percentage  tonns  over  the  next  few  years. 

The  Fedeml  Goveniineiit,  with  revenue  available  fi-om  the  gnuhiatetl 
income  tax,  is  the  major  source  now  realistically  able  to  raise  its  gen- 
eral revenues  fa.ster  than  the  gross  national  product  and  thus  to  offset 
the  decline  in  the  shai^  borne  by  the  State* 

State,  local,  and  private. sources  combined  now  pay  about  four-fifths 
of  total  institutional  expenditures,  and  the  Fedeml  Government  pays 
one-fifth.  Wiilo  the  absolute  amounts  paid  by  all  sectors  must  continue 
to  .su^nntially,  Federal  support  levels  in  dollar  terms  will  need 
to  triple  in  the  inime<linto  future.  The  Federal  Government's  proMr- 
tionnte  share  of  institutional  support  will  need  to  rise  from  al^ut 
one-fifth  at  present  (almost  $4  billion)  to  about  one-third  (over  $13 
billion)  of  the  now  total  by  1976-77. 
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FIGURE  3 

Sources  of 
funds  expended 
by  Institutions 
of  higher 
education, 
19S7>S8, 
1967 >68,  and 
1976-77  (based 
on  federal  aid 
proposals  In 
this  report) 
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Federal  Aid  Is  Both  Essentul  and  Feasible 

The  data  on  growth  in  size  and  in  functions,  on  risii^  costs,  and  on 
sourc^  of  funds  make  it  evident  that  a much  greater  Federal  invest- 
ment IS  now  essential  if  the  growtli  of  higher  education  is  hot  to  be 
curbed  at  the  very  time  that  the  national  need  is  so  crucial  for  our  best 
ideas  and  intellectual  skills  and  for  the  broadest  possible  extension  of 
equality  of  opportunity. 

llio  severity  of  the  problem  is  not  unifoim  throughout  higher  edu- 
cation. Some  institutional  levels,  some  ^ographical  areas,  some  kinds 
of  institutions  face  more  critical  financial  needs  than  others.  Overall 
data  may  disguise  the  serious  nature  of  the  problems  for  many  institu- 
tions and  students.  Capacity  not  folly  utilized  in  some  areas  is  never- 
theless inaccessible  to  students  being  turned  away  from  overcrowded 
local  facilities  if  those  students  lack  the  financial  means  to  travel  to 
and  live  in  other  areas.  Available  financial  resources  at  one  institution 
or  system  are  not  transferable  to  others.  Improved  resource  planning 
on  one  campus  does  not  help  solve  financial  shortages  at  another  whose 
i*csources  are  already  being  inventively  utilized  to  the  maximum. 

Most  institutions  by  now  nave  had  to  absorb  so  many  pressures  that 
formerly  available  margins  in  facilities  and  lesources  are  depleted. 
They  are  now  being  foiled  to  choose  among  the  alternatives  of  limiting 
enrollments,  raising  tuition  fees,  postponing  expansion  and  now  pro- 
grams, or  allowing  quality  to  deteriorate. 

The  adverse  effects  upon  national  needs  are  all  too  clear.  Enrollment 
limitations  and  higher  tuition  fees  (unless  offset  by  grants  and  loans) 
penalize  first  the  very  giDup  of  students  for  whom  the  goal  of  greater 
equality  of  opportunity  is  intended.  Postponing  expansions  and  new 

.32-603—00 30 


GOl 


604 


programs  means  deferring  activities  that  may  be  among  the  ino^ 
urgently  needed  at  present,  such  as  the  training  of  additional  health 
science  personnel  or  research  on  urban  problems.  Sacrificing  general 
quality  weakens  the  vital  intellectual  resources  of  the  Nation.  ^ 

In  urging  substantial  increases  in  Federal  aid  for  higher  education, 
the  Commission  is  not  unmindful  of  the  other  pressing  national  needs 
for  Federal  funds;  In  the  broad  area  of  education  alone,  there  are 
urgent  calls  for  aid  at  primary  and  secondary  levels  and  for  vocational 
tr^ino*.  But  the  Commission  believes  higher  education  warrants  a 
hi*^!!  p^ority  among  national  needs,  both  because  of  the  specific  pur- 
poses it  serves  and  hecause  intellectual  resources^  are  indispensible  to 
the  resolution  of  so  many  other  high-priority  national  issues. 

Projected  growth  of  Federal  revenue  would  indicate  that  the  net 
increment  to*Tederal  reveinie  (over  **work  load  increases  in  costs) 
will  reach  about  $70  billion  by  1976-77.  Tlius  the  proposed  increase  of 
$10  billion  in  Federal  aid  to  institutions  of  higher  education  would 
require  only  one  seventh  of  the  expected  additions  to  available  Feucial 
r^enues  over  the  next  few  years  for  new  programs. 


FORMS  OF  FEDERAL  SUPPORT 


The  Commission  believes  Federal  support  ^ould  be  based  upon  the 
related  concerns  of  contributions  to  the  national  welfare  and  to  the 
vitality  and  effectiveness  of  the  institutions  of  higher  education  them- 
selves. The  forms  of  Federal  aid  employed  should: 

Draw  foith  rather  than  merely  replace  state  and  private  sup- 


P^dde  for  flexibility  and  periodic  reevaluation  for  changing 
needs 

Assist  both  public  and  private  institutions  (for  nonsectarian  pur- 
poses) , 

Improve  equality  of  educational  opportunity , j • • 

Rely  upon  market  processes  in  student  choice  of  field  and  institu- 
tion, 

Preserve  institutional  autonomy  and  mtegnty. 

Encourage  diversity, 

Provide  an  incentive  for  innovation,^ 

Maintain  among  distinguished  institutions  a margin  for  excel- 
lence, , i.  J • 

Use  competitive  principles  in  the  suppoi*t  of  academic  quality, 
througii  nationwide  competition  for  fellowships  and  for  insti- 
tuitional  proposals  in  ^^^ous  special  program  fields. 

In  the  Commission’s  judgment,  the  best  immediate  means  of  Federal 

aid  are : i i i 

Grants  and  loans  to  individual  students  to  move  toward  tlie  goal 

of  equal  educational  opportunity. 

Support  of  institutions  li>  meet  increased  costs  of  expanding  en- 
rollment and  to  strengthen  areas  of  particular  national  concern. 
Extension  of  support  for  research,  for  constniction,  and  for  si^ecial 


programs.  . , , 

Two  oUier  widely  discussed  approaches  are  considered  as  far  less 
desirable  than  extension  of  existing  programs.  One  such  approach,  tax 
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credits  to  parents  of  children  in  college,  would  not  aid  low-income 
families  where  the  need  is  greatest.  Anomer,  general  subsidies  to  the 
several  States,  would  fail  to  provide  the  coordmation  and  perspective 
necessary  to  assure  expansion  of  programs  of  primary  national 
concern. 


EECOMMENDATIONS  FOE  FEDEEAL  AID 

Following  are  the  proposals  the  Commission  Mieves  will  best  meet 
the  most  urgent  financing  problems  of  higher  education  tlirough  1976. 
No  attempt  is  made  here  to  incorporate  or  comment  upon  all  existing 
Federal  aid  programs  for  higher  education. 

Student  Aid  and  EEiiATED  Institutional  Grants 

One  of  the  most  urgent  national  priorities  for  higlier  education  is  the 
removal  of  Vandal  barriers  for  all  youth  who  seek  to  enroll.  A second 
important  priority  is  support  for  talented  graduate  students  who  can 
meet  the  Nation’s  needs  for  professionals,  specialists,  researchers,  and 
college  teachers. 

The  Federal  Government  presently  provides  limited  amounts  of  stu- 
dent aid  under  a number  of  separate  piugrams.  To  replace  many  of 
these  programs  (except,  of  course,  for  the  GI  Bill),  the  Commission 
l^roposes  an  emanded  program  of  grants  and  loans,  a work-study  pro- 
gram, doctoral  followups  and  other  supporting  activities.  The  pro- 
posal is  based  upon  these  premises : 

1.  Student  aid  must  be  adequate  to  remove  financial  barriers. 

2.  Grants  supplemented  bv  work-study  payments  should  be  scaled 
to  differing  educational  expenses  at  the  several  levels  of  study. 
Junior  College  expansion  ^lould  make  it  possible  for  most  stu- 
dents to  attend  low-cost  institutions  near  home  for  at  least  two 
years. 

3.  A loan  program  should  provide  greater  flexibility  in  college 
choice  for  needy  students  and  provide  deferred-payment  college 
financing  for  all  students  legardless  of  need. 

4r.  Maximum  flexibility  and  nillest  utilization  of  aid  funds  will 
result  if  most  frnids  are  kept  in  one  national  reservoir  and 
granted  to  individual  students  who  exercise  free  choice  of  in- 
stitution and  disciplinary  field.  For  administrative  purposes, 
however,  grant  payments  would  be  made  tlirough  the  selected 
institution  rather  tlian  directly  to  the  student  by  the  govern- 
ment. 

Educational  opportu'dity  grants.  College  attendance  in  the  United 
Staites  today  is  heavily  concentrated  among  the  children  of  famiUes 
in  the  higher  income  brackets.  The  financial  barriers  that  limit  attend- 
ance by  the  children  of  low-income  families  result  in  a demonstrable 
loss  of  national  talent.  In  the  highest  socio-economic  quartile,  19  out 
of  20  students  ranking  in  the  top  ability  giuup  (the  highest  20  per- 
cent) enter  college  ^^Tthin  five  years  after  high  school  graduation; 
in  the  lowest  quartile,  only  10  out  of  20  in  the  highest  ability  group 
enter  college. 
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The  propoition  of,  Negroes  in  the  American  college  population  is 
less  than  half  the  proportion:  of  Negroes  in  the  population  as  a whole, 
and  half  the  Ne^oes  in  college  attend  predoihinsnitly  Negro  colleges. 

The  higher  Education  Act  of  1965  established  a program  of  educa- 
tional oppoitunity  grants  that  provided  225,000  grants 'in  1966-67.  A 
clear  policy  to  remove  financial  barriers  should  provide  grants  to  about 
2.9  million  students  by  1976. 

It  is  recommended : 

1.  That  funding  for  educational  opportunity  grants  be  ex- 
panded so  that  all  colle^  students  with  demonstrated  need  will 
be  assured  of  some  financial  aid  for  higher  education.  _ 

2.  That  grants  based  on  need  be  available  for  a period  not  to 
exceed  four  years  of  undergraduate  study  and  two  years  of  study 
toward  a graduate  degree. 

Assuming  full  need,  maximum  grants  would  be  $750  per  year  for  a 
student  in  the  first  two  years  of  undergraduate  study,  $1,000  per  year 
for  a student  in  the  third  and  fonrtli  years,  and  $1,000  per  year  for  a 
student  during  two  j^ears  of  graduate  study.  Determination  of  need 
would  take  account  of  such  factors  as  total  family  income  over  several 
years,  total  family  assets,  and  number  and  ages  of  children. 

(Note:  Estimated  funding  levels  for  this  and  the  following  proposals 
will  be  itemized  and  totalled  in  the  Summary  section.) 

Sivp'plementa/ry  ^natcMug  grants.  A program  of  supplementary 
matching  grants  would  encourage  institutions  to  seek  additional  stu- 
dent aid  funds  from  private,  State,  and  local  government  sources. 
Tliese  sources  provided  more  than  $600  million  in  student  aid  funds  m 
1966-67. 

It  h recommended: 

That  an  undergraduate  student  holding  an  educational  oppor- 
tunity grant  and  receiving  added  grants  from  nonfederal  soui^s 
be  given  a supplcnientai'y  Federal  grant  in  an  amount  matching 
the  nonfederal  grants  but  not  exceeding  one-half  of  his  original 
educational  opportunity  grant.  ^ ^ 

For  example,  an  upper-division  student  with  full  need  might  hold  a 
$1,000  educational  opportunity  grant.  If  he  were  awarded  an  addi- 
tional State  or  private  grant  of  $400,  lie  would  become  eligible  for  a 
Federal  supplementary  matching  grant  of  $400,  bringing  his  total 
grant  level  to  $1,800. 

Federal  scholarship  grants  to  instiiAitions.  To  provide  greater  fimd- 
ing  flexibility  for  individual  hardship  cases,  some  additional  funds 
should  be  given  to  institutions  for  allocations  according  to  each  institu- 
tion’s own  definition  of  need. 

It  is  recommended  i 

That  each  institution  be  given  a scliolai’sliip  fund  for  needy  stu- 
dents equal  to  10  percent  of  the  total  sum  of  educational  oppor- 
tunity grants  held  by  students  at  that  institution. 

Worh-st^y  program.  The  Federal  Government  has  helped  institu- 
tions provide  pai’t-time  jobs  for  needy  students,  during  the  Depression 
via  the  National  Youth  Administration  and  in  the  past  several  years 
via  the  Higher  Education  Act  of  1965.  Last  year  310,000  students  par- 
ticipated in  the  program,  which  provides  an  average  of  15  hours  of 
work  weekly  when  classes  are  in  session  and  not  more  than  40  during 
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vacation  periods.  The  Commission  believes  work-study  is  one  of  the 
most  valuable  forms  of  student  aid.  It  helps  many  students  to  enter  and 
remain  in  college  and  to  perform  tasks  important  to  academic  institu- 
tions and  community  agencies. 

It  is  reGoimmnded: 

That  Federal  funds  be  provided  to  finance  institutionally  adminis- 
tered part-time  employment  for  needy  undergraduates,  who  could 
earn  up  to  $500  per  year  on  campus  or  in  off-campus  assignments 
of  educational  impo^nce,  such  as  tutorial  ^York. 

Goimselina  and  injomation  jyi'ogram,  Tlie  Federal  Government, 
under  the  National  Defense  Education  Act  of  1958,  pro'vddes  a broad 
program  of  ^idaiice,  coimseling  and  testing  of  students  at  all  levels,  to 
identify  ana  encourage  aible  students  to  con'tiinue  their  education.  The 
Commission  befieves  tliis  program  should  be  further  expanded  and 
strengthened,  because  of  the  great  importance  of  decisions  made  at  the 
high  school  level  about  college  attendance. 

It  is  reGommended : 

That  the  present  Federal  aid  program  of  ^i dance,  counseliiig  and 
testing  be  expanded  and  that  it  should  indude  support  of  research 
activities  to  find  better  ways  of  identifying  qualified  students. 
Federal  training  courses  for  high  school  teachers  and  counselors 
to  keep  them  up  to  date  on  financial  aid  and  college  programs,  and 
support  for  information  centers  in  metropolitan  areas  where  stu- 
dents and  parents  can  learn  of  higher  education  opportunities  and 
career  possibilities. 

Graduate  tcdent  searGh  and  development  'program.  Because  the  Na- 
tion’s 2,300  institutions  of  higher  education  vary  greatly  in  function 
and  in  educational  effectiveness,  some  students  receive  their  bachelor’s 
degrees  without  fully  adequate  academic  preparation  for  the  undertak- 
ing of  graduate  programs.  Some  of  these  students  come  from  the  very 
groups  in  the  population  that  most  need  opportunities  to  participate 
more  fully  in  higher  levels  of  the  Nation’s  work  force. 

As  a partial  remedy,  the  Commission  urges  that  a Federal  program 
be  established  to  help  identify  potentially  able  graduates  whose  under- 
graduate training  may  have  been  inadequate,  and  to  provide  up  to  one 
year  of  intensive  work  to  enable  these  students  to  undertake  their  grad- 
uate studies  more  successfully. 

It  is  reGommended: 

That  certain  universities  be  selected  on  the  basis  of  program  pro- 
posals submitted  to  national  panels  to  undeitake  specific  graduate 
talent  search  and  development  programs,  such  programs  to  be 
federally  funded. 

Doctored  fellcnosMp  program.  Various  Federal  agencies  now  offer 
doctoral  fellowships  and  traineeships  in  some  fields  to  students  selected 
largely  on  the  basis  of  ability.  Because  of  the  great  importance  of  en- 
couraging the  most  able  students  to  continue  their  graduate  studies  at 
the  highest  level,  the  Commission  proposes  a federally  financed  doc- 
toral fellowship  program  based  on  ability  for  students  in  all  fields  of 
intellectual  endeavor. 

It  is  reGommended: 

That  a doctoral  fellowship  program  be  established  with  selection 
based  upon  academic  ability  without  reference  to  need,  providing 
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fellowships  of  $3,000  annually  for  a maximum  of  two  years  to 
candidates  for  a Ph.D.  or  equivalent  research  doctorate,  the  total 
niunber  of  such  first-year  fellowships  to  equal  three-fourths  of 
the  national  total  of  earned  doctorates  In  the  previous  year. 

^ Half  the  fellowships  would  be  awarded  throiigli  national  competi- 
tions, and  half  would  be  granted  from  allocations  to  institutions  for 
certain  departments  or  progi*ams  designated  by  national  panels  of 
experts.  The  depart, ments  would  apply  their  own  ability  criteria  for 
selection  of  I’ecipients. 


National  student  loan  hanh  Opportunity  grants  and  work-study 
programs  will  help  remove  financial  barriers  to  higher  education,  but 
other  kinds  of  student  assistance  are  also  needed  in  a period  of  rising 
educational  costs.  Grant  recipients  might  wish  to  attend  institutions 
farther  from  their  homes  or  with  high  tuitions,  at  casts  greater  than 
opportunity  grants  can  meet.  Students  from  middle-income  families, 
especially  tliose  witli  .several  children  in  college,  may  need  financial 
aid.  To  meet  such  needs,  tlie  Commission  believes  it  is  important  to  have 
available  a substantial  .student  loan  progi*am  in  which  need  is  not  a 
condition  of  eligibility. 

The  National  Student  Defense  Loan  program  and  the  Guaranteed 
Loan  program  together  had  outstanding  loans  of  over  a billion  dollars 
in  1966-67.  The  Commission  believes  these  programs  are  inadequately 
funded  and  have  certain  other  drawbaclcs,  such  as  need  requirements 
and  .short  repayment  periods. 

Wliat  is  needed  is  a much  larger  loan  program  of  a quite  different 
character — namely,  one  with  contingent  repayment  provisions  under 
which  the  borrower  contracts  to  pay  back  a fixed  percentage  of  this 
income  per  $1,000  of  debt  each  3^ear  for  a long  period  of  30  to  40  years. 
Such  a program  would  contribute  significantly  to  a further  equaliza- 
tion of  educational  opj)ort,unity^,  since  those  whose  post-education  in- 
comes were  highest  would  help  pay  for  the  costs  of  education  of  those 
whose  post-education  incomes  were  lower.  The  prospect  of  repayment 
would  be  a lesser  deterrent  under  a contingent  loan  program  than 
under  a conventional  fixed-contract  program,  and  this  would  lead  to 
a wider  use  of  loans. 

It  is  recommended : 

That  a Federal  contingent  loan  program  bo  created  for  which  all 
students,  regardless  of  need,  would  be  eligible.  Undergraduates 
could  borrow  up  to  $2,500  per  year,  and  graduates  up  to  $3,500 
per  year,  for  educational  purposes.  The  program  slioiild  be  self- 
sustaining  except  for  administrative  costs,  and  .should  be  ad- 
ministered through  the  institutions  of  higher  education,  who 
should  determine  that  a student’s  total  Federal  aid  (loans,  grants, 
work-study  payments)  would  not  exceed  annually  hh  costs  of 
education,  including  subsistence  costs,  as  recognizee!  b^^  the  Insti- 
tution in  which  he  is  enrolled. 

This  program  should  be  viewed  as  experimental.  It  is  difllcult  to 
predict  the  possible  extent  of  its  use.  But  initial  funding  should  be 
.sufHoient  to  prevent  having  to  set  priorities  among  applicants.  A1* 
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though  it  should  bo  self-supporting,  the  program  might  well  require 
heavier  Federal  supiiort  in  the  initial  yeni-s  for  administrative  costs 
and  contingencies,  perhaps  in  the  amount  of  5 percent  of  non  loans 

annually.  , , , 

ParHime  sludentn.  Although  the  progi-ani.s  rccoininended  above  arc 
generally  .stated  in  terms  of  fnll-tinie  students,  they  sIiohIcIItc  adapted 
in  most  instances  to  provide  proportional  aid  for  piyt-timc  stiidenl;-. 
Such  students  arc  likely  to  1x5  more  nnineroiis  in  the  future,  since  low- 
income  students  may  have  to  work  part-time  and  since,  there  are  grow- 
ing requirements  for  retraining  during  a person’s  working  life. 

CoST-OF-El)DCA'noN-  SuPl'l.EMENTS  TO  IxSTlTtmONS 

The  aid  programs  intended  to  help  more  students  enter  higher  edu- 
cation will  add  to  the  pre.sent  financial  problems  of  most  instihi- 
tions.  The  full  costs  of  education  are  not  usually  met  through  tuition 
payments.  And  many  of  the  disadvantaged  students  will  nMd  special 
educational  assistance  .such  as  tutoring  and  coiin-scling,  activities  which 
add  to  per-student  costs.  At  the  doctoral  level,  the  gap  between  tuition 
levels  and  full  instructional  costs  is  even  gre.ator,  and  some  Federal 
pro^riirns  n-lrojuly  exist  to  provide  cost-of-oduc<ition  supplenicnts  to 
institutions  attended  by  pfraduato  fellowship  holders.  The  Commis- 
sion believes  this  concept  should  be  expanded  to  the  undergraduate  aid 
program  as  well. 

It  u recommended:  . , 

That  the  Federal  Government  ^niut  cost-of-cducation  supple- 
ments to  colleges  and  universities  hased  on  tlic  numbers  and  levels 
of  students  lioldiug  federal  grants  enrolled  in  the  institutions,  as 
follows: 

Student  level,  mo-71  rising  to  1976-77 


student  lovel 

1970-71 

1976-77 

$525 

$750 

<00 

000 

li  &00 

5*000 

The  Conunissioii  urges  that  a portion  of  the  cost-of-ediication  sup- 
plement be  used  by  the  institution  to  undertake  programs  of  tutoring, 
counsel iiig  and  remedial  training  for  those  students  who  are  educa- 
tionally disadvantaged  because  of  socioeconomic  factors. 

Asi^  from  this  special  case,  the  supplements  could  be  used  by  the 
institutions  at  their  own  discretion  to  meet  general  operating  costs 
Thus  the}^  would  provide  some  useful  body  of  experience  with  general 
Federal  support  of  institutions,  which  could  be  used  as  a basis  for  con- 
sideration of  the  many  proposals  now  being  made  for  such  institu- 
tional grants.  , . , . , , , 

The  Commission  expects  that  many  students  with  grants  would  be 
drawn  into  tlio  smaller  colleges,  where  they  would  receive  more  indi- 
vidual attention.  Man}^  of  these  colleges  would  have  the  capacity  tor 
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more  students  if  they  were  civen  financial  support  to  help  offset  their 
added  costs.  They  would  also  welcome  the  opportunity  to  diversify 
their  student  bodies. 


Medical  Education 

Medical  and  healtli  services  education  is  the  one  major  subject  area 
that  we  have  .sin^ded  out  for  specific  Federal  aid  proposals.  The  rea- 
sons ano  several;  ihe  ^rreat  national  needs  in  the  health  field  and  the 
flowing  public  concern  witli  these  needs,  the  hi^^h  costs  of  medical 
traininpf  facilitjes,  the  fact  tliat  new  facilities  are  needed  to  serve 
geographic  regions  crossing  state  boundaries,  and  the  high  mobility 
of  medical  scliool  graduates,  many  of  whom  do  not  remain  to  piactice 
within  the  States  ( Imt  provided  their  instruction. 

It  is  cstiinatwl  that  facilities  to  provide  spaces  for  about  75  percent 
more  medical  .students  will  be  required  by  1976  over  1966.  In  contrast 
to  enrollments  elsewhere  in  higher  education,  the  supply  of  mcdici.I 
^hool  graduates  has  grown  relatively  slowly  .since  the  1920’s,  and  it 
is  obvious  that  more  vigorous  efforts  must  be  made  to  increase  the 
number.  But  costs  for  medical  schools  far  outstrip  the  levels  in  other 
schools  of  professional  education,  and  State  and  private  resources  can- 
not finance  the  needed  expansion  without  major  assistance. 
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The  increased  use  of  medical  support  personnel  may  eventually  lead 
to  reduced  costs  of  both  medical  education  and  medical  care,  but  this 
possibility  does  not  promise  full  ov  immediate  solution  to  the  financing 
problems  of  medical  education. 

It  is  recomrmnded : 

That  a substantial  progi*am  of  Federal  aid  for  medical  and  health 
services  education  oe  established  to  (1)  stimulate  expansion  of 
existing  capacity,  (2)  plan  additional  medical  schools  for  geo- 
grimhical  areas  not  now  adequately  sensed,  (3)  expand  facilities 
ana  develop  new  programs  for  the  training  of  medical  care  sup- 
port personnel,  and  (4)  increase  availability  of  health  services 
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in  the  comnninity  of  tlio  medical  school  and  the  quality  of 
health  care  delivery. 

SiudeiU  aid.  Medical  si  udents  should  bo  provided  grants  on  the  basis 
of  need, in  amounts  up  to  $;i,500  per  ywu*  for  four  years,  Avith  free 
choice  of  institution.  They  would  also,  of  course,  have  access  to  the 
loan  program. 

I ihstitutionol  paf/menf.s,  hhidi  instil utiou  would  r(K’eive  the  sum  of 
(1)  its  enrollment  of  students  working  toward  the  M.D.  multiplied 
by  $-1,000;  and  (2)  that  portion  of  the  enrollment  working  towai*d  the 
iLD.  in  excess  of  the  fall  1000  enrollment  innltiplied  by  $2,000;  and 
(0)  the  total  ininiber  of  residents  and  interns  multiplied  by  $2,500, 
]>rovided  that  no  imUvidnal  student  should  bo  counted  for  more  than 
four  yciii's  and  that  the  resident  and  intern  program  is  conducted 
either  at  the  institutions  emm  or  afliliated  hospital.  Institutional  pay- 
ments could  be  used  for  any  ]>rognims  of  medical  instruction. 

Consfrnctlon  funds,  Constniction  funds  should  be  made  available 
for  100  ])erceiit  of  the  cost  of  creating  new  places,  with  additional 
amounts  for  renovation  and  replacement. 

Start-^ip  pmits,  Start-np  grants  should  l>e  made  available  for  non- 
const ruction  costs  for  approximately  20  new  medical  schools  at  the 
rate  of  four  per  year  for  five  yoai*s,  not  to  exceed  $10  million  per 
school,  in  areas  of  geographical  and  population  need  and  witli  a uni- 
versity of  a])])i‘02:)riato  quality. 

Commumhj  liralth  service  fro  grams.  Federal  support  should  be  giv- 
en for  (level oj)me lit  by  medical  schools  of  programs  to  improve  the 
availahility  and  enw  tiveno.ss  of  conimiinity  health  .sendees. 

Train  ill  g of  medical  support  pcrsoimel.  Federal  aid  should  be  given 
for  programs  designed  to  increase  the  number  of  support  personnel 
who  could  be  trained  comparatively  quickly  and  inexpensively  and 
wlio  could  assnine  under  ]iropor  medical  siqiervision,  some  of  the  du- 
ties now  ]ierformed  by  M.D.s. 

IVredical  education  today  is  niidcrgolng  a searching  and  constructive 
self-examination  and  exhibiting  an  openness  to  new  concepts  and  new 
horizons  of  service.  Medical  schools  arc  becoming  increasingly  im- 
portant to  the  quality  of  urban  life,  and  the  Nation  will  greatly  bene- 
fit from  Federal  investment  in  their  expansion. 


The  great  surge  in  college  enrollment  during  the  last  two  decades 
created  a growing  deficiency  in  facilities.  Federal  aid  through  the 
Higher  Education  Facilities  Act  of  19G3  came  too  late  and  at  too  low 
a level  to  close  the  gap,  and  a deficiency  of  20  percent  now  exists.  To 
keep  pace  with  the  contiuning  incrca.se  in  enrollments  wliilc  holding 
the  deficiency  at  20  percent  will  require  about  $2  billion  annually  for 
college  and  univeisity  construction. 

During  the  last  academic  year  72  new  colleges  were  established. 
Junior  colleges  have  greatly  incrciascd  the  accessibility  ofliigher  edu- 
cation to  American  youth,  and  it  is  estimated  that  500  more  commu- 
nity colleges  sliould  be  established  by  1076.  In  addition,  50  urban  four- 


CoNSTRucyriON 


612 


O 

ERIC 


year  colleges  should  bo  created  during  thirf  same  period  to  help  serve 
inner-city  youth,  Funds  should  also  bo  granted  for  renovation,  an 
approach  which  might  provide  additional  facilities  quickly  and  at 
lower  costs. 

Support  for  construction  is  a highly  desirable  mechanism  for  chan- 
neling Federal  aid  to  institutions  since  it  carries  very  limited  oppor- 
tunities for  control  of  educational  policy,  it  increases  the  Nation’s  real 
assets,  and,  with  matching  requirements,  it  stimulates  rather  than  re- 
places other  sources  of  financial  support  for  higher  education. 

/ 1 h recommended : 

That  Federal  grants  for  academic  constiniction  be  increased 
from  the  pi’escnt  provision  (two-fifths  of  construction  costs  for 
junior  colleges  and  one-third  for  other  institutions)  to  one-half 
of  the  Mai  amounts  required  by  all  institutions  for  construction, 
renovation,  and  replacement  of  facilities.  In  addition,  start-up 
grants  should  be  provided  for  planning  and  non-construction 
costs  for  new  junior  college  and  urban  institutions,  not  to  exceed 
$10  million  per  institution  but  averaging  more  nearly  $1  million 
per  institution.  Funding  levels  for  the  ittcademic  facilities  con- 
struction loan  program  should  be  increased  to  provide  sufficient, 
loan  funds  for  an  additional  25  percent  of  needed  new  conrtruc- 
tion  costs. 

It  should  be  noted  that  institutions  could  thus  finance  up  to  ?5  per- 
cent of  new  construction  through  a combination  of  Federal  grants 
and  loans. 

It  is  assumed  that  some  of  the  estimated  20  percent  deficiency  coiild 
be  offset  by  improvements  in  the  intensity  of  space  utilization. 

Funding  levels  could  taper  off  somewhat  after  1975  in  anticipation  of 
the  slowing  down  of  enrollment  growth. 

Research 

One  of  the  most  essential  functions  of  higher  education  is  its  contri- 
bution to  the  advance  of  knowledge  in  the  Nation.  The  Federal  Gov- 
ernment has  accordingly  provided  major  support  for  university-based 
. research.  Today  approximately  three-quarters  of  all  university  re- 
search is  federally  financed  and,  in  some  highly  research-oriented 
•universities,  the  figure  is  almost  90  percent.  During  the  period  from 
1956  to  1962,  Federal  support  of  academic  research  increased  at  a rate 
of  about  25  percent  per  year,  but  the  rate  of  increase  slowed  sharply 
after  1962,  and  last  year’s  increase  was  only  2 percent. 

The  Commission  believes  university  research,  and  thus  Federal 
support  for  resea/rch,  must  increase  substantially  over  the  next  few 
years  for  several  reasons:  enrollment  of  doctoral  candidates  will  con- 
tinue to  rise  sharply,  at  an  average  rate  of  6.6  percent  annually  through 
1975 ; costs  of  research,  like  costs  of  instruction,  are  rising  more  rapidly 
than  the  costs  of  the  general  economy;  the  new  technology,  which 
makes  considerable^  expansion  possible  in  the  scope  and  quality  of 
research,  is  also  adding  to  its  costs ; and  critical  social  problems  demaiid 
greater  research  efforts  in  many  areas,  including  particularly  the  social 
sciences. 
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* ?-5  recommended: 

That  tlie  level  of  Federal  funding  for  university  and  college  re- 
search be  increased  over  the  next  several  years  but  with  the  annual 
rate  of  increase  declining  from  15  percent  in  1970-71  to  10  percent 
in  1976-77,  A grant  amounting  to  10  percent  of  the  total  rasearch 
grants  received  annually  by  each  institution  should  be  made  to 
that  institiition  to  be  used  at  its  discretion,  and  this  amount  is 
reflected  within  the  percentages  proposed  above. 

The  present  federal  system  for  awarding  research  grants  through 
multiple  agencies  based  on  review  and  determination  of  merit  of  each 
proposal  works  relatively  well  and  should  be  continued.  One  draw- 
back— the  difficulty  in  obtaining  funds  for  small  projects,  planning 
proj^te,  and  younger  faculty  members — ^would  be  remedied  by  the 
provision  above  for  a 10  percent  fund  which  institutions  might  allocate 
for  such  purposes. 

Special  Programs  . . 

Tlie  Federal  Government  has  been  both  sensitive  and  responsive  to 
areas  of  particular  need  in  higher  education  and  has  established  a num- 
ber of  sp^ial  programs  to  provide  aid  for  these  areas.  The  Commission 
lias  not  given  consideration  to  all  of  these  programs  but  has  singled  out 
several  for  attention. 

It  is  recommended* 

That  Federal  fimding^  be  increased  for  special  programs  in  the 
areas  of  aid  to  developing  institutions,  library  support,  and  inter- 
national studies. 

Aid  to  developing  institutions.  Many  of  the  J7ation’s  existing  col- 
leges have  failed  to  reach  their  full  cai^ability  because*  of  limitations 
of  resources.  At  a time  when  expanded  educational  opportunity  is 
urgently  needed,  these  institutions  must  become  full  participants  in 
the  academic  conmumity.  The  Office  of  Education  now  assists  such 
colleges  through  its  developing  institutions  program,  but  funds  are 
often  sufficient  only  to  tide  the  colleges  over  from  year  to  year  rather 
than  to  encourage  significant  development.  A substantial  increase  in 
funding  is  needed  to  accomplish  this  purpose. 

Librcui'y  mpp^t.  A basic  topi  of  any  college  or  university  is  its 
library.  The  current  explosion  of  knowledge  has  sharply  increased 
library  costs,  and  present. levels  of  federal  support  for  college  and 
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r'.aciircli  libraries  should  be  increased,  with  high  priorities  for  federal 
grants  going  to  libraries  which  serve  a regional  need. 

International  studies.  The  number  of  now  nations  that  have  emerged 
since  World  War  II  and  the  complex  problems  of  their  economic  and 
political  development  and  roles  in  tlie  international  sphere  have  accen- 
tuated the  need  for  strongei  university -based  ]:)rograms  of  interna- 
tional studies.  The  Inlemational  Education  Act  of  TOGO  authorized 
. some  grant  2)rogi*ams  but  no  funds  have  been  appropriated.  Authorized 
funding  should  be  ai)2n*oin*iated,  and  fundmg  levels  increased  by 
1976. 

National  Foundation  for  the  Devet/)pment  of  Hiouer  Education 

Research  and  graduate  instruction  have  gained  greatly  in  strength 
in  recent  years,  in  large  part  because  of  substantial  Federal  sup]:)oit 
of  research.  Parallel  gains  have  not  been  made  in  other  areas  such  as 
undergraduate  cuiricuhun  develojiment,  instruction  te(;hniques,  and 
now  programs.  The  rising  costs  of  higher  education  make  such  devolop- 
mente  highly  desirable,  but  today’s  financial  pressures  often  mean  that 
institutions  do  not  have  a margin  of  funds  for  such  undertakings. 
Federal  assistance  in  this  area  would  play  an  extremely  valuable  role. 
It  is  recom/mended* 

That  the  Federal  Government  establish  a National  Foundation 
for  the  Dcveloj^ment  of  Higher  Education  whose  functions  would 
be  to  encourage,  advise,  review,  and  j^rovide  financial  supi^ort  for 
institutional  programs  designed  to  give  new  directions  to  cur- 
ricula, to  strengthen  essential  areas  that  have  fiilleii  behind  or 
never  been  adequately  developed  because  of  inadequate  funding, 
and  to  develop  progi*ams  for  improvement  of  educational  proc- 
esses and  techniques. 

The  Foundation  would  be  a govormnental  agenev  directed  by  a 
board  and  organized  along  the  linos  of  the  National  Science  Foniida- 
tion.  It  would  provide  initial  and  developmental  funding  only;  i)i*o- 
grams  that  proved  successful  would  be  transferred  to  other  iiemianent 
government  agencies,  usually  the  Office  of  Education.  Examt:)les  of 
possible  developmental  progi*ams  are  the  following. 

Improvement  of  undergraduate  education.  Criticism  of  the  quality 
of  undergraduate  education  has  become  widespread.  A healthy  mood 
of  reform  is  evident  on  many  campuses  and  could  be  encouraged 
through  Foundation  grants, 

^services  to  elementwry  and  secondary  education.  The  quality  of 
primary  and  secondary  education  obviously  has  a most  important 
bearing  on  the  number  and  quality  of  students  who  enter  higher  edu- 
cation; The  Federal  Government  lias  already  given  support  to  some 
college-sponsored  programs  providing  training  and  assistance  to 
teachci*s.  The  Foundation  could  stimulate  further  programs  in  sup- 
plementary training,  help  with  curriculum  design,  consultation  in 
connection  with  school  problems  such  as  integration,  and  other  similar 
services. 

Regional  Uheral  arts  centers.  Many  undergraduate  liberal  arts  col- 
leges have  formed  consortia  to  perrnit  them  to  use  inoi*e  effeotively  the 
resources  available  ip  each  institution,  and  the  Foundation  could  ou- 
conrage  this  promising  trend. 
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The  wv)  tcclmology.TYi^  newly  created  program  of  Networlcs  for 
Knowledge  and  on-going  programs  providing  financial  assistance 
for  computer  use  at  universities  and  colleges  should  be  continued.  The 
Foundation  nnght  be  particularly  helpful  in  evaluating  proposals  for 
programs  designed  to  determine  the  educational  effectiveness  of  many 
tools  of  modem  technology. 

Urharirgrant  activities.  If  universities  and  colleges  are  to  aid  in 
the  solutions  of  complex  urban  problems,  they  will  have  to  develop 
new  curricular  programs  and  new  concepts  of  public  seiwice  in  the 
inner  cities.  The  Foundation  might  fund  such  developmental  pro- 
grams in  their  early  stages. 


SIBEVIAKY  OF  FUNDING  NEEDS  FOR  FEDERAL  AID 
RECOMMENDATIONS 

Following  is  an  itemiz^  estmiate  of  funding  requirements  for  the 
federal  aid  recommendations  made  by  the  Commission,  for  the  years 
19T0-71  and  1976-77. 

ESnMATED  FEDERAL  EXPESDITURES 

FOR  COMMISSION  PROPOSALS,  1970-71  AND  1976-77 

($  BILLIONS) 


1970-71 

1976-77 

Student  aid  programs 

1.91 

3,56 

Educational  opportunity  grants  .... 

1.10 

2.14 

[Basic  student  grants] 

[0.90] 

[1.601 

(Supplementary  matching  grants] . 

(0.111 

[0.38] 

[Institutional  scholarship  funds]  . . 

[0.09] 

[0.16] 

Work-study  program 

0.51 

0.87 

Counseling  program  

0.03 

0.04 

Graduate  talent  search 

0.03 

0.10 

Doctoral  fellowships 

0.11 

0.16 

Loan  program 

0.13 

0.25 

Cost-of-education  supplements  . . . 

1.13 

2.71 

Medical  education  program  ...... 

0.33 

0.43 

Student  aid  

0.04 

General  support  grants  

0.23 

0.35 

Construction  

0.07 

0.04 

Construction  

1.26 

1.22 

Research 

Foundahon  for  the  Development 

2.00 

4.05 

OF  Higher  Education  

0.10 

0.20 

Special  programs 

0.30 

0.80 

Total  

. 7.03 

12.97 

ESTIMATED  FEDERAL  LOAN  COMMITMENTS 

UNDER  COMMISSION  PROPOSALS,  1970-71  AND  1976-77 

1970-71  1976-77 


Construction 
Student  loans 


0.53 

2.50 


0.61 

5.00 
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As  this  summary  indicates,  the  total  cost  of  the  various  Federal  aid 
piogran^  would  be  about  $7  billion  in  1970-71  and  would  rise  to  almost 
$13  billion  in  1976-77.  The  current  cost  of  comparable  Federal  aid 
programs  is  about  $3.5  billion.  Tire  Federal  share  of  the  funding  of 
higher  education  institutions  would  rise  from  21  to  32  percent^  and 
the  State  sliare  would  fall  from  27  to  17  percent  (see  Fi^re  3 in  an 
earlier  section  of  this  paper).  The  private  share  would  remain  at 
approximately  50  percent. 

Some  shifts  in  funding  patterns  would  occur.  Eesearch  support  and 
construction  aid  would  represent  a somewhat  smaller  proportion  of 
the  total  aid  package,  w'hile  studciit  aid  and  cost-of-education  assist- 
ance to  institutions  would  increase  in  importance.  Eesearch  and  devel- 
opment support,  however,  would  continue  to  constitute  the  largest 
single  aid  category. 


1967-68 

1976-77 

10% 
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FIGURE  6 

PcrccntSKC  of 
federal  aid  to 
higher  education 
by  Purpose, 
1967-68  and 
1976-77 


1967-68 
($  billions) 

1976-77 
(S  BILLIONS) 

Research  and  development  . . . 

. 1.45 

4.05 

Student  aid  

. 0.62 

3.60 

Institutional  support  cost  of 
education  supplements  . . , , 

. 0.44 

3.06 

Construction  

.0.57 

1.26 

Other 

. 0.37 

1.25 

Total  

.-  3.45 

13.22 

iVo/tf:  The.  total  of  $13.22  billion  for  1976-77  includes  federal 
expenditures  for  Commission  proposals  and  an  estimated 
S250  million  for  certain  programs  of  federal  support  to  higher 
education  institutions  not  covered  in  Commission  proposals  but 
expected  to  be  continued.  The  1967-68  institutional  support 
figure  includes  an  estimated  amount  for  fellowship  and  trainee- 
ship program  expenditures  through  institutions  of  higher  edu- 
cation w'hich  are  retained  by  institutions  to  defray  partially  the 
costs  of  the  training  programs.  • ^ • 
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Even  with  the  levels  of  Federal  support  proposed  here.  State  and 
private  sources  will  find  the  financial  burden  of  basic  support  of  higher 
education  extremely  heavy  over  the  decade  aliead.  Institutions  of 
higher  education  for  their  part  will  find  it  absolutely  essential  to  make 
the  most  efficient  and  economical  use  of  their  available  resources,  to 
exercise  the  utmost  restraint  and  care  in  the  provision  of  new  pro- 
grams and  facilities,  and  to  reexamine  their  budgetary  standards  and 
practices.  The  Commission  believes  quality  can  maintained  during 
a difficult  fiscal  period  by  scrupulous  evaluation  of  all  current  and 
pmposcd  educational  programs. 
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Tuitions  and  Student  Loans  in  the  Finance  of 
Higher  Education 


Howard  R.  Bowen^' 


INTEODUCTION 

Since  World  War  II  a veritable  revolution  in  the  finance  of  higher 
education  has  occurred.  Before  that  time,  students  were  financed  pri- 
niarily  by  their  families  with  modest  amounts  of  scholai’shii)  help  and 
virtually  no  loans  except  to  tide  over  temporary  emergencies.  State 
institutions  were  financed  primarily  by  State  governments  and  tuitions 
were  miniscule.  Private  institutions  were  financed  by  a combination  of 
private  gifts,  endowment  income  (resulting  from  past  gifts),  and  tui- 
tions. These  institutions  received  yiitually  no  public  funds.  The  Fed- 
eral Government’s  role  was  negligible  except  for  certain  agricultural 
and  other  specialized  programs. 

Following  World  War  II,  and  especially  since  1955,  vast  changes 
have  taken  place.  Scholarships  and  other  grants  to  students  have  been 
expanded  to  many  times  their  previous  amounts ; more  recently,  the  use 
of  loans  to  students  has  expanded  sharply.  In  tlie  administz'ation  of 
student  aid,  increasing  emphasis  has  been  placed  on  the  financial  need 
of  students,  and  institutions  have  raised  tuitions  almost  routinely 
year  after  year.  With  the  increasing  number  of  married  students, 
spouses  have  become  a major  source  of  support  for  students.  During 
this  period,  the  Federal  government  has  become  a major  source  of  funds 
for  financing  students  through  both  grants  and  loans,  and  it  has  become 
an  equally  important  contributor  to  institutions  through  a wide  array 
of  grants,  awai'ds,  conti*acts,  and  loans  for  buildings,  research,  train- 
ing programs,  and  other  specified  purposes. 

Meanwhile,  philanthropic  foundations  have  grown  in  number  and 
resources;  profit-making  corporations  have  become  patrons  of  educa- 
tion ; and  colleges  and  universities  have  become  inoi*e  professional  and 
more  aggi*essive  in  fund-raising.  State  governments  have  offered 
scholai’ships  to  students  and  have  in  some  cases  contributed  directly  to 
prii'^ate  institutions.  All  of  these  changes  have  added  up  to  a remark- 
able transformotion  of  the  system  of  higher  educational  finance. 

But  the  transformation  has  not  been  completed,  and  today  there  are 
many  proposals  for  change  and  much  energetic  activity  among  edu- 
catoi*s,  public  officials,  and  economists  looking  toward  solution  of  what 
is  often  called  the  financial  “crisis”  of  higher  education.  From  these 
many  proposals,  however,  one  can  identify  two  policy  questions  of 
transcendent  importance.  'Plie  first  of  these  is : Wliat  fraction  of  total 

♦The  author  is  Professor  of  Economics  at  Claremont  Graduate  School.  At  the 
time  this  paper  was  prepared,  he  was  President  of  the  University  of  Iowa. 
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educational  cost  should  be  bonie  by  the  families  of  students  and  what 
ppi)ortioii  by  “society”  through  taxes  and  gifts?  This  issue  is  often 
discussed  in  terms  of  the  level  of  tuitions,  but  it  is  broader  than  that,  as 
I shall  show.  'I'he  second  question  is : Should  students  whose  parents 
cannot  meet  all  their  educational  costs  be  financed  primarily  by  means 
of  loans  or  grants?  The  remainder  of  this  paper  will  be  devoted  to  a 
discussion  of  these  two  issues. 

Most  of  the  debate  centei^  around  two  policy  positions.  The  first  is 
that  students  and  their  families  should  bear  most  of  the  costs  of  higher 
education.  To  give  effect  to  this  principle,  it  is  proposed  that  students 
and  their  families  should  contribute  whatever  they  can  afford  and  that 
the  deficit  for  students  of  low-income  families  should  be  made  up  pri- 
marily by  long-term  loans.  The  second  position  is  that  “society”  should 
bear  a substantial  share  of  the  educational  cost  for  all  income  classes, 
that  students  of  low-income  families  should  be  financed  primarily  by 
grants,  and  that  loans  should  be  used  sparingly  as  a supplemental  form 
of  aid.  I shall  argue  that  the.  second  of  these  positions  is  the  sounder 
one. 

As  a fii-st  step  in  the  analysis,  I shall  identify  the  costs  of  higher 
education  which  must  be  financed. 


1.  THE  COSTS  OF  HIGHEE  EDUCATION 


By  the  costs  of  higher  education  in  any  year,  I mean  the  value  of 
all  the  resources  devoted  in  that  year  to  the  education  of  students  in 
post-secondary  schools,  colleges  and  universities. 

Within  this  definition,  the  costs  of  higher  education  may  be  divided 
into  three  parts:  (1)  tlie  time  of  the  students  being  educated;  (2) 
incidental  expenses  of  students  for  books,  supplies,  transpoitation, 
etc.;  and  (3)  costs  of  operating  institutions  of  Inglicr  education. 

. By  far  the  largest  of  the  three  costs  is  the  time  of  the  students.  If 
persons  of  the  age  of  18  to  25  or  older  were  not  in  college,  most  of  them 
\vnuld  be  employed  in  remimerative  and  socially  productive  occupa- 
tio3^.  By  attending  college,  thoy  are  foregoing  substantial  income  and 
society  is  sacrificing  vast  productive  power.  It  is  time  that  by  going 
to  college  most  students  mill  increase  their  potential  future  income; 
nevertheless,  for  each  year  they  are  in  college  they  (and  society)  are 
sacrificing  on  the  average  perhaps  $4r,000  of  income.^  When  it  is  con- 
sidered that  about  5,000,000  yoimg  men  and  women  arc  now  attendinsr 
college  full-time  and  that  about  2,000,000  others  are  attending  part- 
tinie,  the  magnitude  of  the  cost  in  foregone  income  can  be  appreciated. 

Most  students,  if  they  were  not  in  college,  would  be  earning  their 
own  living.  Because  they  are  in  college,  someone  else — parents,  other 
donors,  goveniment,  private  lenders — must  provide  all  or  part  of  the> 


ijhe  present  avenge  weekly  earnings  In  non-ngrieulturol  private  employment  is  about 
SI 03  or  more  tn.'in  $5,000  a year.  Considering  that  persons  of  eollege  age  are  young  an/l 
inexperieneed,  tliefr  earnings  might  be  less  than  this  average.  However,  tliese  people  are 
the  very  cream  of  American  youth  as  to  energy,  intelligence,  and  ability  and  so  their 
earnings  would  pMbably  be  greater  than  those  of  presently  employed  young  people,  i 
would  guess  that  $4,G00  a year  is  a reasonably  conservative  estimate  of  tlieir  potential 
average  earnings.  Some,  especially  women,  would  not  be  in  the  labor  force  if  tlicy  were  not 
in  eollege,  and  some  would  be  unemployed.  I would  guess  that  perhaps  seven-eighths  of 
employed  if  tlicy  were  not  In  college,  Assuming  that  earnings  would 
$4,60.0  for  those  employed  and  that  87,6%  would  be  employed,  the  average  foregone 
of  each  eollege  student  would  be  about  $4,000. 
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living:  pxi>oiiKC'K.  Tin*;  sniiiwnic  is  ivnll^v  roplnriii^  part  of  wlinl  t!ic 
stiulrnt  linvi  rnriiod.  Hy  workiii;^  p:ii1 'lijiio,  llio  stndrnt  ran 

nls«>  jvpln«v  ^oJm•  oi  flu*  fon'^iio  inromo  liiiiiMdf.  Any  miiainin^ 
l»alann*  of  fon'^ronc  income'  is  an  inm'covcml  loss  which  (he  si  mien  t 
iK'urs,  'rhiis,  (he  fon'tr*ni<‘  income  ciinsislsof  (hnv  parts:  (1)  (he  niu 
rccovcml  l«»ss:  (2)  (he  jiortioii  tcjilnml  ihrmi^h  part *1  line  cnniin/js 
of  (he  sfinlcnls;  ami  (.T)  Ihc  jmrtioii  n'placwl  through  ronlribnlions 
or  loan*-  of  otiicrs  for  liviiur  c.\|>cnscs.  \Vlim*vpr  J’liys  (his  Ihinl 
I ion-- wild  her  parvnfs  or  eUinors  or  fnx  payers— is  in  n W'liso  paying 
fhcslmlcnl  forhisfime. 

The  soroml  major  ojoinonf  «>f  oos<  Is  rviatintr  tn 

college  aflcjiclnjuv,  over  ami  nl>ovo  what  wmild  olhenviso  have  In^'n 
nwh^l.  SorJj  e\|M*nH['s  inolndes  I*cw4cs,  supplies,  cypiifHiM'ni.  (nins|^tr- 
lalion,  rinh  lormlrrHhips.  ami  extra  or  sjierjal  midays  for  living?  ex^ 
|*<*n!*c*s.  <No(e  ihal  one  \Aoid*l  not  oonnt  in  llieMp  living!  exj^en^4cs 
(hat  the  ••(ndeni  wonhl  ha%e  innirfvvl  even  if  he  had  m>(  ls*en  m oo!- 
leffc).  Ineidental  exfK*nH(^s  vary  {rready  am^mg:  Mmlents  in  different 
oonr»>tf*s  and  in^titnlions,  1 wonld  gnei.s  that  the  over* all  awrage  iH'r 
MndenI  ^^  oid<l  lie  aronnd  a year, 

A thir*l  element  istlie  of  apffuiihi^  iht  /tmf  t/ryf rrr*i'Vi'V  *. 

IWatsHc  imtileiions  eng*age  in  many  tv^^eareh  ami  pnhiic  »*ien  iee  ac^ 
livitieMk  not  «lii»vily  ivlatcvl  to  instnirtion,  one  may  disdngnidi  1k»‘ 
Ineen  fslnca(i«inal  and  <«ther  I shall  divide  fnrt ifniional  eurts 

into  ihroe  rla«H»»efc:  (li  cvlnrational  financeK]  fivmi  tnitjrns  and 

rtiident  fees.  e<hK*ati«nial  <vt?s!s  finatuviil  ftom  «^lher  ami 

< rd  for  f^‘*ieat'ch  and  pnhiic  service. 

t^sin^j:  the  ahote  e)aoi*incation  »»f  it  is  pfe^ihle  {<«  easjimafe 

mi^hly  the  <hdl«r  amount  of  each  element  a«  of 
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First,  llm  prinripnl  co?ls  of  tMluc4\tion  arc  those  n,ss<HMatcd 

with  the  student,  namely,  fi'cein^r  the  .student  fit)m  employment,  so 
that  lie  can  attend  coHepc  and  pn.»vidinj7  him  with  tlic  necessary  funds 
for  incidental  expenst»s.  Those  tvvci  elements  of  cost  make  up  ahoul  t wo- 
tliinl.s  of  the  total.  Institutional  c<»sts  aino\int  to  only  one-third.  When 
tuitions  arc  nddwl  to  the  other  costs  associated  witlKstudent.s,  the  per- 
conta^jo  on  account  of  students  ri.ses  to  three-fourths  of  the  total, 
Seauid,  despite  .all  the  financial  apparatus  that  has  Ihvii  devis<‘d 
in  rmmt  years,  studenfs  and  their  paivnts  Insir  the  principal  Imrden 
of  higher  educational  c€>sts. 

Third,  tuitions  at  pn^simt  levels  n^pn^SiUit  a tiny  fraction  of  the  total 
cjM — hssthan  fen  petvem,  A nioderatce.xp.insionorc<intmctionof  tui- 
tions would  not  chanjn*  the  total  system  tn.*cisively, 

FtMirth,  the  major  items  of  «>st  are  the  replacement  of  mmin^rs  and 
the  pnodsion  nf  incidental  ex|>enM*s  of  st intents — not  it»e  tin.'ince 
of  institnf  ions.  If  lliene  is  to  Iw  an  opoiiinpr  of  opiiortnnity  through 
higher  c<Inc.a<ion  to  yonn^  jiwiph*  of  low  and  middle  income  fuiiiitics, 
the  major  ta^-k  will  U*  the  (inaiict*  of  student s,  noi  the  tiiiaiici*  of  insti- 
tutions. This  d<a^  not  means  th.it  institutions  do  not  help.  They 
do.  Nevertheless,  the  hifrjier  part  of  the  job  is  to  tret  the  students  to  ci»j. 
Ie{<e,  .and  the  snmiter  |»aH  is  to  finance  the  inMitntion— foniiidahle  .as 
that  Miialler  pail  may  l*e. 

Fifth,  since  the  Instk  of  liijfher  odncational  c*%^s  ofuiMi^ts  of  student 
in  the  cfonlnct  of  collefjes  and  universities  the  iiinmrtant  place 
to  economise  is  cm  the  time  of  students  rather  than  on  the  outlays  of 
inMitntions.  Vet.  hi^^ier  e<hication  is  often  otmdnde>d  as  thoufrli  the 
thne  hv  stmlrnti^  wn*  a free  and  the  only  useful  or  neces- 
i-jary  economics  \vere  those  relatin^r  to  institutionar operations.  I do 
not  ravvessarily  imply  that  eflictency  in  the  tiNe  of  student  time  mpiirc^s 
than  e<Incafio'n  Is*  %pwje<l  up.  thmij^li  that  js  one  i^wsJhle  route  to 
Ureater  efliriency,  Hatlier.  1 «u;nre^4  that  insiitutifUial  efforti^  sliould 
adoftuale  in  quality  and  efferiiveness  to  jmiify  tin*  hinb  cost  of  the 
student  time  invojveifl.  I dare^y  if  oollecies  had  to  pay  wa^jes  at  (painij: 
rates  for  the  t ime  of  the  sJtudentii  in^‘>oh'e4,<hw*  would  la*  a tfemendous 
re\tvlution  in  InMructjona!  methods  and  in  the  deployment  of  institu- 
tional reiioiirosa. 


2.  }toTrs  OK  Tir>:  msTonv  of  iiimrEn  KurcATiOKAi. 

FTNAKCE 

^ '^tsetghoMt  of  Ameih’an  hist<uy.  the  finance  of  tlie  j^udents* 

Ofwts  mu\  incidental  a |vvi:|^msihilit v of  families 

inchiilinff  patv'tiia^  Maii^TVK,  and  »^lndeiits  theniisalve-si  tht«mi?:h  par1  = 
tmie  and  loans  uejv*  n^*t  an  imjviTlanl  <denient. 

The  fioauf’e  of  in^4  itnt  *<m  the  <4ther  han<l,  was  lai'gvJv  a 
iiUiSly  of  ^^siK’irly^*  as  |v^pi*f'5V‘nled  by  rjiiitvhes^,  pHvale  and 

at,a<e  **»overniiif'tn.  Tuitions  svetv»  almost  non  exist juu  in  instjr 
tntmna;  atul  re.jnv»5<etite«l  <*nly  a frafiSon  of  institutional  in  pHvate 
onea,  A di^slinclion  was  made  lietutati  the  finance  of  students 

^hhh  svas  latwlv  the  t*esjions.ihiliiy  of  f-mubes  and  ths  finance  of 
insS.?tutir»ns  which  was  the  tw^mnsildlity  f^f  in  thi»'  trudi- 

lions!  eKfncalion  Mas  fairly  r^sy  u come  hv  for  th/xae 
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pcoplo  whose*  himilivs  I'onlil  to  siip|K>rt  thorn  wholly  or  in 

Inrpt  part.  These  families  were,  liow(*ver,  ^eiunullv  those  iii  upper- 
iiu’oum  srnmps  and  tliose*  (sueh  as  families  headed  l\v  elerfrymen  and 
toaehei's)  who  were  |xK)r  hut  highly  moiivatiHl  anil  willing:  tt>  make 
a #m‘at  sacrifiee. 

In  this  system,  hipher  edneation  was  larpdy  the  preserve  of  pri- 
vilojjed  younp  wople— pri\dlep:c<I  in  income  or  privilepul  in  family 
approt'inYion  of  e<hication.  The  cnctmraffemont  of  ‘‘society-"  came 
through  free  or  low  tuition  and  n«rt  ttsnally  tlii^on^li  sdiolarsliips  or 
loajis.  As  (he  tuitions  of  private  institutions  rose,  m)|>orlunity  was  kept 
njK'ii  tlmniph  Che  low-tinlion  public  iiistituthms.  For  example,  when  I 
attended  a .sl.ate  collo^re  in  the  It>20\s,  tuition  was  only  $10  per  year — 
but  s<*linlarsluj>s  and  lo.ms  were  few  and  these*  were  iisiiallv  hastnl  on 
sidmlastic  |»ormmmiic(»  and  not.  fui  financial  hwhI,  The  j>roh1om  of  cob 
le^re^jroinjr  tben  was  primarily  to  present  oneself  to  (be  institution  with 
adeM|nale  Iiviii;;nnd  incidental exiwmses, not  t<i  ]ie]pstip|X)rt.the  institu- 
tion. Tins  sj’.slein  |K*rsisti-l  until  World  War  II. 

Tlie  first  pavat  change  came  with  the  G.I.  Itill  which  provided  mas- 
sive pMlr  fiimls  for  the  finance  of  stinlentK  Tlie  nuiiniiiijr  veterans 
wen*  considenvl  no  huij^r  de]>endenton  their  pan*nts,  an<I  it  wjus  felt, 
that  Uiey  deseiwwi  (lie  opjKirtnnity  for  hi;dier  education,  so  s:ranfR 
wen*.  pn»vide<l  tf>  c<»ver  livin^j  etists,  incitlental  ex|K»ns<*s  anti  tuitions, 
'riii^  s|HHiacnlar  Micoessof  (heOJ.  Hill  in  hriiifrinff  higher  education  to 
a trynemtion  of  youiifr *uen  and  women  iindoiil)te<13y  chanpetl  American 
altitudes  nlsmt  hiirlmr  e<lucaitional  finance.  Tliereafter,  in  the  I0,Ws 
j^ants  to  students  bas<H|  on  financial  neetl — iiu^t^ly  finan<^*<l  hy  institu- 
thm'***  lic*‘a3oe  widespiva4t.  and  U*{rimnny:s  were  made  in  expanding 
the  use  of  loans.  Some  of  (he  new  crcxlit  schemes  were  available  to  par- 
cMiA  ntul  some  to  st  adents. 

In  (he  1I>C0’k,  the  Fcsietw!  fiovemmont  n^tvatly  exnandi'<l  its  role  in 
the  finance  of  students  by  pmyiilinir  various  ty|Ies  of  jrmuts  am]  loans 
ill  sule4ant.ia1  amounts.  At  this  time,  Jonf^deri’i  loans  to  filudent^  l>c- 
came  a firmly  cv^abSisJiwl  pf.ti.  of  (he  finattcial  system.  However,  loans 
w'ere  iistially  ijsckI  in  conjjiinciron  wit)*  pan*u(al  conirihiitions.  work, 
and  rrf*an<>;,  ninl  the  ind<*1*(4*«lnf%ss  oi  any  ot.e  student  was  ttsnally 
held  down  to  one  or  t wo  thonsand  dollars.  HptoUte  present,  loans  have 
Isxm  conKjdereil  a snpplemejttal,  rather  than  primar\',s;^mmi«  of  student, 
finance. 

In  the  |K»:4‘war  jvricMl,  itntions  went  pn?the<l  up  sU^tlily  and  fuh- 
slant iaily  in  J^ith  private  and  public  iuMitutions.  Hut  (be  piwailinfj 
opinbm  CKintimnvl  to  favor  htw  l nit  ions,  end  the  rat^iti;:  <*f  tuithets  wns 
ccuisidertMl  an  itn fortunate  necessity.  Hut  in  lysvm  years  tins  opinion 
has  l^n  ehan;finu  SJ»mie  urejes  ami  it  is  fminently  pn^jvistsl  that 
(unions  should  raised  IsiMlv  m that  ins; itut tonal  fumls  would  Iw 
<jerived  primarily  from  (ujijons.  Funds  witli  which  lowdncfime  stu- 
dents rtudd  meet  their  wmdd  then  l»c  nrovidtxl  liv  grant  s or  h>U2- 
term  loans  aoeorvlin;]  to  financial  m^l. 

element  in  this  history  has  Iwn  the  crinoi^pt  that  the 
Mm/y  is  rwsp^msiWe  for  (he  Mipji«u1  of  children  throiiidi  ooUeJ^*  and 
ftir  the  payment  of  incidental  exfHmses  and  tuitions,  Htit  even  this  con- 
oept  rs  now  ehanirmir.  Tlie  first  major  broach  w^as  the  O.I,  Hill  undt^r 
whirh  veterans  w^rv*  i>rmsidcm!  to  Iw  emancipatetl  fmin  their  families. 
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A sccojid  modincatiou  of  the  old  concept  of  family  responsibility 
i-esnltetl  from  (lie  prevalence  after  World  War  11  of  early  marriages. 
The  spouse  was  <)fteu  substituted  for  the  pa  routs  as  a source  of  support. 
A third  luodilicatiou  came  about  through  the  recent  expansion  in 
advanced  study.  A distinction  upi>cars  to  liave  been  accepted  between 
the  single  uiidergradnate  who  is  usually  considered  dependent  ou  his 
paronts  and  the  advanced  graduate  or  professional  student  who  is  con- 
sidennl  emancip.ited  from  his  family.  Hence,  undergraduate  aid  is 
iisnally  based  on  need  as  measuml  by  parental  ability,  and  graduate 
aid  is  often  imrehiteil  to  family  ciromii.stanees.  Also  the  aUitmIe  has 
iHieii  changing  as  (o  the  ainount  of  sacrilicc  a family  is  expected  to 
make,  and  aid  has  become  available  (o  families  in  fairly  liigh  income 
bracl\ct.«t. 

Still  anoduT  change  in  tlie  family  concept  has  hcmi  (hat  some  men 
and  women  of  college  age,  c4igor  to  be  considercil  independent  adults 
and  chafing  under  parental  andiority  based  on  parental  linaucial  sup- 
poi*t,  have  sought  to  escaj>e  from  dependence  ou  parents.  Finally,  the 
newer  fonas  of  loans  have  been  loans  to  atudentfis  to  I>e  repaid  by  stu- 
dents out  of  future  earnings,  ndher  than  loans  to  paronts.  The  efTcct 
of  these  loans  has  lx‘en  to  relieve  parents  of  ti*a<litional  rcs|)onsil)ility 
and  to  shift,  it.  to  their  childron.  Hut  despite  all  ( hese changes,  tluit  have 
tended  to  rolieve  paronts  of  tinancial  ro>*ponsibiIity,  it  is  still  gimenilly 
uccepled  in  Amerira  dial  panmts  are  iv.s|>onsil)le  according  to  their 
means,  for  the  finance  of  tlieir  childron  at  lo.ast  through  the  iiiuler- 
graduate  years.  Paronts  arc  Mill  the  bulwark  of  higher  ednca!i<mal 
tiimnce.  . 

In  earlier  day.s,  it  was  considered  adequate  if  a family  met  the  Iiviinr 
costs  and  other  expenros  of  a son  or  daughter,  jdiis  perhaps  a small 
contrilnition  to  institutional  cost  in  (he  fonn  of  tuition.  It  was  ex- 
pMo<l  diat.  “society”  as  roproscntetl  by  donors  and  taxpaym  s would 
nuHCt  the  bulk  of  the  institUitional  costs.*  More  nvently,  however,  it  lui.s 
often  In-cn  .‘•iiggested  that  paronts  Mnuld  jmy  as  much  as  they  can 
alTonI  and  (h.it  wpII*1o  <|o  families  should  not  escape  with  less  than 
full  cost..  The  proseiice  on  cainpn.se.s  of  s|x>rts  cars  and  other  niarks  of 
liixiin*  aiv  often  cited  n.s  evidence  that  tuitions  should  1h»  raised. 

Wide  tigiwhicnl  KHMus  to  have  In^en  ronchwl  on  roverol  pronosit  ions 
conrtTuing  the  nde  of  the  family  in  the  linanro  of  higher  e<liicati«m. 
FiroU  (hero  n eins  to  I>e  no  debate  on  the  ])rosiimpti«m  that  the  Mmlent 
hims*df  should  Inair  the  full  cost  of  any  nimvovero«l  loss  of  income  duo 
to  his  devoting  time  to  higher  wlncatiou.  Siwiid,  the  indent  should 
ciuiiribnie  ns  unudi  its  jxissible  through  part-time  work,  though  this 
work  should  not  interfero  nmliily  with  his  studies  and  other  valnahle 
nctivities  of  collegia  life,  'PhinI,  the  family  slumh^  i^iitribiite  acmnl- 
ing  to  its  nbility  (owunl  the  nndergrmliiaie  student's  living  roMs  and 
inciilentnl  (‘xpehsi‘s.  The  family  is  on  (he  whole  a roliablo  and  willing 
poiirot*  liecmise  most  paronts  des]H»rately  want  their  children  to  go  to 
rolh'gx*  and  im^  propansi  to  make  saerificis  to  this  end.  Fourth,  some 
fonn  of  aid  should  j>e  nvaihihle,  either  grants  or  long-term  loans  to 
Rtudonts,  to  rover  living  ex|Hmse.s  and  college  cosis  lK*yond  the  family's 
capaeitv.  Finally,  inMrnctional  costs  sliould  Iw  distinguished  from  ox- 
IK'tisos  iov  research  and  public sc*n’ico not  clasely  related  to  instniction, 
inid  the  hitter  should  not  U*  <diargtal  to  families  by  means  of  tiii- 
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tions  but  rather  should  be  financed  by  taxes  and  private  gifts.  Agree- 
ment on  these  propositions  does  not  necessarily  justify  them  in  prin- 
cij^e,  but  it  makes  tliem  workable  in  practice. 

But  l^yond  these  areas  of  general  agreement,  there  are  differences 
of  opinion  on  two  major  issu^:  (1)  the  proportion  of  tlie  educational 
costs  of  colleges  and  universities  to  be  met  from  taxes  and  private  gifts 
and  the  propoitiou  from  tuitions;  and  (2)  when  families  are  not 
financially  able  to  provide  all  educational  costs  for  their  children,  the 
lelative  role  of  loans  and  grants  in  making  up  the  deficits. 


3.  THE  FINANCE  OF  INSTITUTIONAL  COSTS  OF  INSTRUC- 
TION: THE  ROLE  OF  TUITIONS 

Traditionally  in  America,  low  tuitions  have  been  advocated  “to  keen 
men  the  door's  of  opportunity  to  aspiring  young  men  and  women.-’ 
Tlie  raising  of  tuitions  has  almost  always  been  done  reluctantly  and 
only  when  otlier  sources  have  proved  inadequate.  The  present  posi- 
tion of  tuition  in  the  finance  of  higher  education  is  largely  tlie  result 
of  expediency  not  of  principle.  In  recent  years,  however,  attitudes  have 
been  changing,  and  high  tuitions,  even  high  enough  to  cover  all  instruc- 
tional costs,  are  often  advocated  on  principle. 

Three  major  arguments  a re  often  advanced  in  favor  of  high  tuitions. 

Tlie  fii'st  argument  is  an  application  of  the  “benefit  theory,”  namely, 
that  the  cost  of  public  services  which  benefit  particular  individuals 
should  bo  borne  by  the  beneficiaries.  It  is  argued  that  the  benefits  from 
higher  education  accrue  primarily  to  students  (or  to  parents  who  value 
the  economic  and  cultural  advancement  of  their  children),  and  that 
tho  institutional  costs  should  be  paid  primarily  or  wholly  through 
tuitions.  Taxpayers  and  donors,  it  is  fund,  should  not  be  expected  to 
contribute — especially  since  many  college  students  and  their  parents 
arc  or  will  be  in  the  upper-income  class. 

Even  if  one  accepts  the  benefit  theory,  it  scarcely  justifies  the  raising 
of  tuitions.  Those  who  use  this  argument  usually  focus  on  institiutional 
costs  of  higher  education  and  overlook  the  much  larger  costs  associated 
with  students — lossof  income,  livingexpeiist«5,  and  incidental  expenses. 
When  all  cost.s  arc  considen^d,  the  portion  borne  by  families  is  sub- 
stantial. They  are  nlnnuly  paying  (learly  for  the  individiiul  benefitsS 
received.  Moreover,  Bf^ioty  at  large  l>enefits  from  higher  education 
through  broad  economic,  fwial,  and  cultural  advancement  and  society 
(taxpayers  and  douois\  might  reasonably  hear  some  of  the  cost  even 
on  the  Tbenelit  theory.*  Slorc  important,  high  tuitions,  nnle.«is  students 
are  much  more  generously  financed  through  grants  than  they  have 
ever  been  or  uro  likely  to  bo  in  the  near  fntiii'e,  arc  a significant  barrier 

nrffument  thru  benpflti  and  tlierr^fore  ahould  boar  nomA  of  the  coat  In 

cppoMsl  by  aomA  oconomlntii.  Thr*y  point  out  that  nocloty  benoflta  from  many  private 
cxpondlturoe  and  that  we  do  not  roirulArly  '‘eubnldlte'*  eucti  expenditures  merely  becaune 
of  the  aodal  beneOte.  For  example,  society  benefliis  from  irood  nutrition  which  tendii  to 

Brevent  disease,  but  society  does  not.  therefore,  arrange  for  food  to  be  sold  at  prices 
!>low  cost.  .\a  opi>ose<l  to  this  view.  1 would  point  out  that  education  Is  so  ciitlcAl  to 
the  advancement  of  the  society  that  eneount|{<‘in^nt  of  It  throuah  suhsldlxatlon  from 
ireneral  taxea  Is  fully  Justlfled.  Certainly  If  a case  can  be  made  lor  "free"  elementary 
and  secondary  education,  where  tbe  element  cf  cost  resulting  from  forejrono  Income  Is 
Inrsvly  absent,  a much  stronger  caao  can  be  mede  for  subsidising  higher  education  where 
the  elemeel  of  foregone  Income  Is  so  large. 
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to  college-goin^  on  the  part  of  young  persons  from  low-income  fam- 
ilies. It  would  seem  extraordinarily  perverse  in  tlie  America  of  today 
to  raise  the  barriers  to  higher  education  precisely  at  the  time  when  we 
are,  or  should  be,  trying  to  open  up  oppoitunity  to  young  persons 
of  low  income  and  minority  backgi’ounds.  Finally,  the  benefit  theory 
would  be  more  plausible  as  a justification  of  liigliev  tuitions  if  the 
benefits  of  college-going  were  the  preserve  of  a small  minority.  On  the 
contniiy,  ^\jnei’ica  is  heading  toward  very  broad  participation  in 
liiglier  education.  In  ar^as  where  ample  and  varied  facilities  have  been 
pmvided,  iis  in  California,  as  many  as  80  percent  of  all  young  people  at- 
tend colleges  or  universities.  With  this  broad  base  of  participation 
almost  everybody  benefits  to  some  extent.  I would  conclude  that  the 
benefit  theory  is  a weak  basis  for  raising  tuitions. 

Tlie  second  argument  for  hi^h  tuitions  is  an  application  of  the  “abil- 
ity theory”,  namely,  that  families  who  can  afford  to  pay  tlie  cost  of 
educating  tlieir  children  should  bear  the  full  cost.  To  accomplish  this 
objective,  tuitions  should  be  raised  to  cover  the  full  cost  of  instruction. 
Otherwise  tJie  children  of  the  ricli  would  be  “subsidized”  by  g&ieral 
taxpayers  and  donors  wlio  support  institutions  of  higher  education. 
Families  of  lower  income  woizld  pay  the  same  tuitions  but  would  be 
assisted  by  loans  or  ^ants.  This  argument  could  be  applied  just  as  well 
to  public  services  ouier  than  higher  education,  e.g.,  public  elementary 
education,  police  protection,  public  libraiw  use,  etc.  These  services 
could  also  be  financed  by  charges  to  cover  full  cost,  with  grants  or  loans 
to  help  low- income  peisons.  1 ney  are  not  because,  when  society  wishes 
to  encourage  the  u^  of  a public  service  by  making  it  readily  available 
to  all,  everyone — rich  and  poor  alike— should  enjoy  the  service  on  the 
same  terms.  However,  assuming  that  “society”  is  not  satisfied  with  the 
prevalent  distribution  of  income,  the  general  tax  system  which  finances 
such  a service  should  impose  graduated  rates  of  a type  that  would  re- 
quire the  rich  to  nay  more  than  the  poor.  It  is  not  wrong  for  the  rich  to 
receive  higher  education  at  a charge  below  full  cost  any  more  than  it 
is  wrong  tor  them  to  receive  any  other  public  service  or  private  good 
on  the  same  terms  as  the  rest  of  the  population — provided  the  general 
tax  system  is  “equitable.”  If  one  argues  thnt  the  rich  are  not  paying 
their  share  of  higher  educational  costs,  the  remedy  is  not  necessarily 
to  raise  the  charge  to  the  level  of  full  cost  but  to  revise  the  tax  system. 
One  must  admit,  however,  that  charging  higher  charges  for  the  serv- 
ices of  higher  educational  institutions,  is  one  wav  of  altering  the  dis- 
tribution of  income.  But  it  is  not  clear  wliy  higher  education  should 
be  singled  out  from  among  other  social  services  for  differential  pric- 
ing. On  the  whole,  the  ability  theory  is  not  a conclusive  justification  for 
high  tuitions. 

The  third  argument  for  raising  tuitions  is  what  I wciild  call  the 
expediency  argument.  TVIienever  institutions  cannot  find  adequate 
funds  from  any  other  source,  they  tuni  to  tuitions  ns  a last  i*esort.  Since 
tuitions  still  represent  only  a small  fre^^tion  of  the  total  cost  of  higher 
education  and  since  the  demand  for  higher  education  is  insistent,  tui- 
tions can  be  raised  substantially  without  much  effect  on  enrollments. 
For  the  Nation  ns  n whole,  tuitions  represent  less  than  one-tenth  of 
the  total  co.st  of  education.  If  they  were  doubled,  they  would  amount  to 
only  ono-fifth  of  the  total.  So  institutions  which  still  have  relatively 
low  tuitions  are  under  considerable  temptation  to  raise  them. 
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The  expediency  argument  is  the  one  tliat  usually  prevails  over  the 
more  subtle  ability  and  benefit  theories.  But  expediency  is  not  a ver'/ 
compelling  basis  for  a policy.  In  conchisionj  I find  no  persuasive  argu- 
ment for  tuitions  as  a method  of  financing  institutions,  and  I conclude 
that  the  Nation  would  be  well  advised  to  eliminate  or  reduce  tuitions,  or 
at  least  to  avoid  raising  them  further. 

If  financial  need  does  not  permit  all  tuitions  to  be  eliminated  or  re- 
duced, charges  in  some  parts  of  the  system,  c.g.,  community  colleges 
and  State  universities  should  be  held  to  a minimum  so  that  higher  edu- 
cation may  be  readily  accessible  to  persons  of  low  income  and  minority 
background.  There  must  be  a point  of  entry  and  a track  through  the 
system  that  presents  a minimum  of  financial  barriers.  And  of  course  a 
condition  of  low  tuitions  is  adequate  institutional  support  through  ap- 
propriations and  gifts. 


4.  THE  FINANCE  OF  STUDENTS:  THE  ROLE  OF  LOANS 

If  there  were  a system  of  generous  grants  to  students,  with  the 
amount  of  the  grants  proportioned  to  financial  need,  then  lugh  tu- 
itions would  not  represent  a serious  barrier  to  educational  oppor- 
tunity, though  the  red  tape  involved  in  securing  grants  might  still 
present  an  obstacle  to  low-income  and  miiiovity-gronp  students.  With 
such  a system  of  grants,  opportunity  for  young  peo]de  Avould  not  be 
seriously  curtailed.  However,  it  is  often  proposed  that  Joans  rather 
than  grants  be  used  to  finance  students.  Specifically,  it  is  ]U*oposed 
that  long-torin  loans  jmyable  by  the  sindent  over  many  yeai'S  or  over 
Ins  entire  lifetime  bo  the  princi]ud  form  of  support  of  stiulents  whose 
families  cannot  foot  the  entire  educational  bill.  In  my  judgment,  the 
case  against  heavy  reliance  on  loans  is  compelling. 

First,  heavy  reliance  on  loans  would  clearly  present  a serious  ob- 
stacle to  low- income  students.  No  matter  how  readily  available  the 
loans  or  liow  generous  the  terms,  to  ask  young  ])ersoiis  from  low-income 
and  minority  backgrounds  to  assume  indebtedness  of  $o,000,  $10,000, 
or  $‘20,000  to  get  through  a program  of  higher  education  presents  a 
formidable  barrier.  The  plan  might  not  frighten  away  iniddle-inconie 
])eople,  but  it  would  surely  deter  low-income  students.  To  oficr  loans 
as  the  principal  means  of  financing  students,  at  the  very  instant  Avhen 
America  is  t lying  to  open  u])  oppoitunity  to  millions  of  low- in  come 
young  ]:)eople,  would  seem  to  be  singularly  untimely.  As  a .serious  ju'O- 
posal  to  be  presented  to  minority  groups,  it  is  even  wanting  in  ele- 
mental tact.  It  is  saying  to  a young  black  person,  for  example,  “The 
opportunity  for  liiglicr  education  is  wide  open.  All  you  have  to  do  is 
borrow  $5,000  or  $10,000,  whereas  your  white  friends  will  be  sup- 
ported by  their  parents.” 

Second,  th.o  plan  is  highly  inequitable  as  between  iiigh- income  and 
low-iiicoiric  students.  Tlie  student  from  a high -in come  family  ends 
up  his  college  career  with  little  ov  no  debt,  while  the  student  from  the 
low-income  family  might  have  $5,000  to  $20,000  of  debt  depending 
on  the  length  and  nature  of  his  program.  The  low-income  student 
who  is  saddled  witli  the  debt,  is  the  very  one  likely  to  have  the  least 
advantage  in  a careei*  and  therefore  to  start  out  in  life  with  a double 
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handicap.  If  one  clings  to  the  theory  that  parents  are  responsible  for 
the  education  of  their  children,  then  society  should  stej)  in  as  sur- 
rogate for  the  children  of  low-income  families  whose  natural  parents 
cannot  assume  this  responsibility.  If  colleges  and  universities  are  to 
be  financed  by  high  tuitions,  the  finance  of  needy  students  should  be 
based  largely  (not  necessarily  wholly)  on  gi’ants/ 

Third,  from  the  social  point  of  view,  the  use  of  loans  does  not 
achieve  one  of  its  avowed  objectives,  namely,  to  place  the  cost  of  higlier 
education  upon  the  students.  The  true  economic  costs  of  higher  educa- 
tion consist  of  the  use  of  resources  at  the  time  the  education  occurs. 
If  these  costs  are  financed  by  loans,  the  true  economic  cost  is  borne  oA 
that  time  W the  ultimate  lenders  whether  they  be  private  savers  or 
taxpayers.  They  are  the  ones  who  give  up  the  needed  resources.  Later, 
when  the  interest  and  principal  are  repaid,  no  economic  resources 
are  used  and  no  social  cost  is  involved.  Repayment  is  then  merely  a 
transfer  payment  from  debtors  to  creditors.*  The  fact  is  that  there  is 
no  way  to  levy  the  cost  of  higher  education  on  impecunious  students. 
The  costs  can  only  be  borne  by  the  donors,  the  taxpayers,  or  the  lenders 
wlio  pay  the  needed  resources  at  the  time  the  education  takes  place. 
This  being  so,  it  would  seem  sensible  to  finance  institutions  directly 
by  means  of  gifts  and  taxes  and  not  go  through  the  red  tape  of  making 
and  collecting  loans  and  putting  a largo  part  of  the  coming  genera- 
tion into  debt. 

It  is  true  that  the  loan  system  might  be  o|)erated  as  a kind  of  re- 
volving fimd  such  that  repayments  of  past  loans  might  be  used  to 
finance  students  then  in  college.  But  this  system  would  be  of  the 
nature  of  a special  tax  on  former  students  to  finance  present  students, 
the  amount  of  the  tax  being  inversely  related  to  the  financial  ability 
of  the  b or  rowel's  at  the  time  they  were  in  college  and  not  related  in 
any  way  to  their  present  financial  ability.  I do  not  find  any  basis  for 
recommending  such  a system  of  finance.  The  curse  of  such  a system 
would  be  lessened  if  repayments  were  geared  to  income  as  proposed  in 
the  Zacharias  plan  and  similar  schemes.  However,  even  with  this  im- 
provement, I do  not  see  any  significant  advantage  of  massive  loans 
to  students  of  the  kind  so  often  advocated  today. 

5.  FINANCE,  POWER,  AND  ACADEMIC  FREEDOM 

I have  ]) resented  the  case  against  a model  of  higher  educational 
finance  which  includes  the  finance  of  institutions  by  means  of  tuitions 
at  the  level  of  cost  per  student,  and  the  finance  of  needy  stiidente  by 
means  of  long-term  loans.  I have  indicated  that  the  high -tuition 
feature  would  be  tolerable  if  needy  students  were  financed  mainly 
by  grants  instead  of  loans,  but  concluded  that  a model  combining  low 
tuitions  with  grants  to  needy  students  rather  than  loans  would  be 
preferred. 

The  combination  of  high  tuition  with  student  loans  has  irresistible 
appeal  to  hard-pressed  politicians  because  it  would  relieve  the  general 
taxpayer  of  aJll  or  most  of  the  costs  of  higher  education.  This  model 


^ In  the  final  section  of  this  paper  is  a positive  proposal  Involving  iboth  grants  and  loans. 
^Bconomista  wUl  recognize  a similarity  of  this  argument  to  the  well*known  argument 
about  the  futility  of  trying  to  transfer  the  costs  of  war  to  future  generations. 
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is  also  attractive  to  many  educators  because  it  would  appear  to  solve 
the  fund-raising  problems  of  institutions.  Their  only  remaining  finan- 
cial problem  would  be  to  attract  sufficient  em*ollments.  But  witlx  this 
model  the  finance  of  institutions  would  be  wholly  dependent  on  stu- 
d^ts.  Students  would  correspondingly  achieve  great  power  over  in- 
stitutions. Traditionally,  educatoi's  have  been  suspicious  of  any  plan 
that  concentrates  power  in  any  one  group  or  agency,  whether  it  be  a 
few  donors,  a single  Federal  agency,  the  state  government,  or  students. 
It  has  been  widely  held  that  institutional  independence  is  neces- 
saiy  to  academic  freedom  and  is  fostered  by  diversification  of  sources  of 
incoane.  It  is  not  clear  that  students,  as  a single  or  pnncipal  source 
of  fimds,  are  less  likely  to  repress  freedom  than  any  other  source  of 
finance,  llie  diversification  argument  may  not  be  wholly  persuasive. 
There  are  many  examples  of  donors  singly  or  in  groups,  or  state  gov- 
ernments, whiclrhave  dominated  the  finances  of  particular  institutions 
without  undermining  academic  fr’eedom.  However,  in  my  judgment,  it 
would  be  safer  for  institutions  to  be  financed  fr*om  a variety  of  sources, 
rather  than  to  be  utterly  dependent  on  a single  source.® 

To  siun  up,  the  disadvantages  of  the  high -tuition  moifh  student-loan 
model  are  serious— in  my  opinion,  fatal.  This  model  tends  to  shut  off 
oi>poitunity ; it  is  inequitable  as  between  students  of  low-income 
families  and  those  of  affluent  families;  it  concentrates  excessive  power 
in  one  gmup;  and  it  serves  no  economic  purpose  since  economic  costs 
must  be  met  in  the  present  anyway. 


6.  A CONOEETE  PEOPOSAL 

Having  argued  against  the  liigh-tuition  cum,  student-loan  model  of 
higher  educational  finance,  I am  perhaps  called  upon  to  present  a con- 
crete counter-proposal.  This  I have  done  at  some  length  in  another 
paper  which  I shall  briefly  siunmarizo  here.® 

Sly  plan  was  constructed  with  the  objectives  of  encouraging  the 
institutions  of  higher  education  to  progress,  opening  iq)  opportunity 
for  students  of  all  income  and  ethnic  gi’oups,  affording  reasonable 
equity  in  distributing  the  cost  of  higlier  education,  and  safeguarding 
the  legitimate  interests  of  both  private  and  public  institutions.  The 
plan  is  evolutionaiy  in  spirit  and  builds  upon  tradition  and  well-tried 
practices.  It  is  flexible  in  that  it  could  easily  be  adjusted  to  changing 
conditions  and  var^dng  levels  of  appropriations. 


'^  Various  other  argnmonts  for  the  hlgh-tuition-shulent-Ioan  model  are  made,  among 
them:  U)  institutional  diversity  would  be  encouraged  because  In  attracting  »#-udents  each 
Institution  would  try  to  offer  programs  tailored  to  the  need  of  its  ellentele,  (2)  students 
would  be  very  free  in  the  ehoiee  of  Institutions  and  programs.  (3)  students  would  value 
their  e<l  11  cation  boeaiiso  people  appreciate  what  they  pay  for,  (4)  Institutions  would  be  In 
direct  competition  for  students  and  Would  thus  he  foreed  to  be  eflleient  so  ns  to  offer 
nttrnotivo  programs  at  the  least  possible  cost.  These  arguments  may  have  merit  but  the 
advantages  olniniod  could  be  essentially  achlevod  under  a system  of  finance  bused  on  low 
tuitions  and  grants  to  students  supplemented  by  loans. 

It  should  be  mentioned  also  that  the  high  tuition  model  would  provide  for  only  those 
in.stltutionnl  costs  which  are  related  to  Instruction.  The  substantial  costs  Involved  in 
research  and  public  service  and  not  closely  rclntcd  to  Instruction  would  sttll  have  to  be 
met  from  sources  otlicr  than  tuitions.  The  Institutions  then,  would  not.  become  totally  self- 
supporting  tlirough  this  plan. 

0 The  Finance  of  Higher  Education,  Carnegie  Commission  on  Higher  Education.  194T 
Center  Street,  Berkeley,  Calif.,  1968. 
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The  plan  is  in  three  parts:  (1)'  Students  would  be  financed  partly 
by  grants  based  on  the  difference  between  a minimal  college-going- 
budget  and  the  financial  ability  of  parents  and  students  as  determined 
by  a means  test.  (2)  In  addition,  students  would  have  access  to  long- 
term loans,  without  a means  test,  to  take  care  of  “extras^’  over  and 
above  the  minima  pro^dded  in  the  grants  or  the  amounts  supplied 
by  parents.  Both  the  grants  and  loans  would  be  provided  from  Federal 
fun(k  but  would  be  administered  bj  the  colleges  and  universities.  (3) 
Institutions  would  receive  unrestricted  grants  by  ivhich  the  Federal 
government  would  share  in  future  increases  in  cost  per  student  and  in 
the  cost  of  future  enrollment  growtli. 

The  proposed  grants  to  students  v.’ould  be  available  to  any  student 
showing  need.  There  would  be  no  scholastic  requirement  except  that 
the  student  be  enrolled  full-time  in  an  approved  college  or  univer- 
sity of  his  choice  at  any  level  from  the  freshman  year  to  die  end  of 
graduate  or  professional  study.  The  amount  of  the  individual  grant 
would  be  set  acc-ording  to  need  as  measuied  by  the  cost  of  a minimal 
educational  program  and  the  ability  of  the  parents  to  contribute  and 
of  the  student  to  earn.  The  purpose  would  he  to  provide  a financial 
base  for  any  student,  regardless  of  circumstances,  to  attend  college  as 
long  as  his  abilities  would  permit  without  his  ending  up  heavily  in  debt. 

In  setting  the  amount  of  the  grant,  a budget  of  needed  e^ipenditures 
for  the  student  would  be  set  and  the  grant  calculated  by  subtracting 
from  the  budget  the  estimated  ability  of  the  parents  to  contribute  and 
the  estimated  earning  power  of  the  student.  The  College  Entrance 
Examination  Board  and  the  American  College  Testing  Program  have 
developed  procedures  for  administering  such  a program. 

Since  the  proposed  grants  would  provide  only  a minimal  base  of 
support,  to  be  augmented  if  necessary  by  loans,  the  budget  for  each 
stTident  would  be  tight  and  would  be  set  by  fairly  standard  formulas 
and  not  by  elaborate  tailoring  of  each  budget  to  special  individual 
circumstances.  For  example,  the  budget  might  have  a fixed  sum  for 
transportation  which  u‘ould  allow  for  commuter  travel  by  public 
conveyance  or  travel  to  aai  in-state  residential  institution.  It  would  have 
a fixed  amount  for  boolcs  and  supplies.  The  amount  allowed  for  board 
and  room  in  a residential  institution  would  be  set  at  or  below  the  aver- 
age cost  of  supplying  board  and  room  by  institutions  in  the  area.  The 
amount  allowed  for  board  and  mom  for  commuter  students  would  be 
based  on  the  average  imputed  cost  of  board  and  room  in  a family.  The 
allowance  for  tuition  would  not  be  the  tuition  charged  by  the  institu- 
tion attended,  but  rather  some  fraction  of  the  average  instructional 
cost  at  all  institutions  in  the  area  or  in  the  nation.  The  various  com- 
ponents of  the  student  budget  could  be  adjusted  from  time  to  time  to 
reflect  changing  costs  of  attending  college.  The  point  is  that  the  budget 
would  be  minimal.  It  would  not  enable  students  to  travel  from  Maine 
to  California  to  attend  college,  to  live  in  luxury,  or  to  enroll  in  high- 
cost  institutions.  Its  purpose  would  be  to  enable  any  student  to  get  to 
and  through  college  without  heavy  indebtedness  if  he  is  prudent  and 
willing  to  make  moderate  sacrifices. 

‘ Thogrant  systena  described  above  would,  by  itself,  be  fairly  restric- 
tivei  It  would  provide  only  the  bare  essentials  for  the  low-income  stu- 
dent and  because  of  the  rtieans  test  would  do  nothing  for  the  student 
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Docn  Kdttcallofi  Need  More  Money? 


V H»'  D i?dit?nm^  In  jfertn 

i\\  (t  o?t  ih».  i.rr}>  u;i(|lc‘>  ^\}u>  hmH  ;J  M*ll  I'fv*’  iflrsit 

|l»cU*  i|uy'»(-un,c^i  liiu'  ^tiliUliitilrrtl  ^v  Viini  <Wi^' 

irii**  I^«r‘sr>(fir»rt1  Itintn  w'n»  lydniilhijvvH  i(ru  nt»<il 

li^K*  ;jtiU’>  n 

t'h**  Di(i«*  t*ri|Kir|ln»(5l  1)4111  lJi«»  “mIioV  V <4f)  l)if> 

€\^H»  1')k>  ih**  ViiH 

<Jie*  dMiJHiMi-fvj  , 

Afi#^'  I jii»  ♦riwmwr*!*  #4f<^ 

4t>Jy,  ‘'At'**  mi^  ih«» 

t4  l)iP  itJ  <4(lt|f*Mlic|rh  tMtIJd 

aiutf^lv  K^'tititullj^  V t'*^<Mirm,  <H)  i1k*  <rtK‘ 

lilUltlj,  M’V  t'«‘iu'l  ihlll  ^^  tM<)lC'J'  |Krt)l  id  wf  >1n1c‘1v  «t»d  ?'<1lh 

In  wh  iluiti  iti  j Jkh^i  fisiitij? 

iii  M t W4i**i  t'«i-*»  m ihf>  trftw  ihun  ttt>4  «i«1t»t'i**#< 

}mi»  jtK^f»na*tt4  <n  t^'  n y*^i^‘ 

J4*‘tur4ti^  M'it  *dt»  i>|»V*‘  tK»*^|  *i  n Ht^y 

4drHtl4«t44  tltlj  tVl*^  tj^WlcWfc  <rrt  4«C|1l1t4 

nuclei  elf  y*!nt»5'  n^n»,  <$n 

i)i«>  «rtli*'i‘  y^-**  Vtf  >m  c4’ 

f>ht‘  t*i<4ie^  <)m1j1  IJk^V  )iHt»(1 

i(itiHtk<virt:ily  4iti4l  Wl«l  «<o>l1tV^e^  <)!l  ii*i(|  ut*t* 

a»tWK4\‘c‘t^i|  4t4  11k'  itlUlttv,  ^«n!1  )k*  iltJ  4 « tec'll’ c»f  » ;i*'<'c‘t'c^ 

4tdie^t>it>t'|lli<^  <;|tttl34y  jf  tif'lfl  % |ti  ■ctt'dc't’ 

i)ic^  ^w^4«'3y  f>t’«f^f+2it4*  n4 

illUl  l)l«*  F<u|c';}'|ii  |»^‘<e>tt4tHc^J‘l1  <r'imitH»t']t  ^ 
tif  itia1l4<l1n^illj  #^4, 

It)  !)4»  I liHM  V)f  W»«l 

ihe^  t)f  finWIfi#}  IttHtIdttfia* 

Dt'i*  tnm'e'tdly  M'tHiWitijf  f4iJtNiUc4ttj,  4i«4  t)'4|j:^4 

tt)  «4f  «i44«t)(|  i^  <c».i|4)iin  ^h\’  I t*t'= 

adt)4tttrt  <44  lit*  0 ftc4ic^‘  iMifT  ?)«4*4  <«ct  Atri*^'i^<»t)  tii|j!}t*T 
m 0 «ctut)4  J)t)0t)(^n}  t>H|4ai  Ot)4  u|l|t  t«if 

lltll  «%^W  t4ti4**l'ai«4ltt4  j««4)lAJl4<W«l  <li4  will  etc4t^ 

otxl  tiiDy  it)4*«^l  wnt*«tti,  0 ^ |tft(H)iiDr  Hn«)<^#il  ww  Mng  <*x* 


iVTlinm  c i inN 
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pc^rnr^nrl  liy  H will  lif*  rKvv»wftrr  fo 

iipvif»w  Ifw*  of  which  haut  rnii<l(*  it  i>o«»siliJc» 

for  hi|2h<*r  oflijr^atl^on  io  fin<l  itftflf  Mfijnli«nroir4y  in  th<*  trim>i  of  ji 
fK»rio(l  of  nnp«r»nplc»(!  wcjilih  a»n<i  ftnfltinail  f j^rnhloH. 

TJiii  fin)tl»n)»»t)ial  of  ih«^  in  ih«<  iMltiouion, 

441*1  hi;,4wT  oclnc'aiti**^^  i«  m in*ln«vify  in  whirh  alramali*' 

ooor^omw^  in  ainJ  Ul^jor  inpiif*  faf»r  <or  prr  dc^mv) 

4IW  «tmoM  «n}(n<mn4  wj»  in  *n  fw#nomy  in  wln'.-h  l«lKir 

pm<|tjr|jvilv  4<l^i4ncrN»v  ni  ain  incxoiwhlc*  ^ |«*fv\rn<  per  jru'ir,  i^incy*  llie 
ptW  \pvp\  h»*ki  H*>m  floi  iivrrji  jfi*  ra!l<'  of  «Hmj!  I wo  perwnt  jv»r  yc^r 
oxer Ibrt  pA^  itcn  yoi4>  <Jowwr  in  ’ibi*  o*?^ier  patl  of  iJbe  <l(vyi<Ic, 
more  ronerHiy),  money  w a;pr»  4n<l  Mlaf'io^,  l3ie  «t‘eraqf?w  rWn 
At  a 4wlo  of  ti  fieroetit  anniim,  *4vt(or»t;  of  ihe  ocvw)omy 

in  which  i^vwltantn  ity  <J(km>;  not  inct^^awe  wijl  I'ao  foiml  <o  jfKtwA»*e  the 
of  nOil  at  <hi?i  <yt  rlw  fts«fw  it-n*  ptWiporil.  of  m 

?'Api4  4oft*oa«*  in  the,  ^tjnalily  of  the  Jtlior  a%^ai5*We  <o  they 

1 locvitrie  J an  <1 10144  oomf^ 

If,  for  indAnre,  hiijW  otlimation  Ati<emHojl  to  jint  maiiJt/ain  jt,4 
r^iftwnt  of^fieflitire  iwn^tion  in  wn^M  iin<l  Miane^,  «n<I  if  money  w Asre* 
An<I  ?wl4iio4  in  the  He\  Ant  oait<*^rio»i  wwfw  inctiwnantr  at  the  ts^onmny- 
wide  tver»iit»  rile  of  & jvi'cwnt  per  ytxar,  *n<l  if  non*w  Ajre  And  *^%Ury 
0041 A (r,ir.  for  hnildini:^  jnd  ofpii}mwtt)  wetw  incnyi^inir  tti  <he  i^te 
of  inermm  of  <h«  prioe  index,  2 peivy*ni  per  year,  then  oom  per  ftindeni 
will  inenotNeit « mioof ; 

I im^Klhe pfojwilionof  nniiier>;ify oxpen*<ei»!  whidt  jroevt  for  w a^jojr 
and  MAtmea  <wnich htppen^tolK* nlKod  -To^a  ) 

Vim 

2^^  the  propojiioti  of  nnivmity  exj^en^r*^  whhh  in  i^ieni  on 
aJJ  rAher  itoni^  i Afiotit  W-loo;  ) . 

This  explxittA  why  ww  would  exp«i  oulle^  per  indent  to  in» 
<‘to*Uie  At  A iHitr  ocmi4<lerAhly  in  exoe44  of  the  ijyneiAl  rate  of  ptioe 
inriwAA**. 

Ilui  in  Addition  to  thi^  fundtmonlAl  dminostAnne^  there  ire  tddi- 
lionil  fAdofA  which  hire  rwAultod  in  t lAte  of  incmee  in  exjmdilure 
per  ^udeni  ounitiderihly  in  exoftM  of  whii  we  would  exped  from  thin 
dmple  otloultllon.  KAculty  aitlAiiei  Kite  not  only  mimUir^ed  their 
trUtive  |Kwition,huihiVe  inctrawed  rapidlv  relit  ive  toother  in<l 
»i»}ine4.  In  ficulty  wjUnex  wetw  iui  pet^cent  of  firtihy  #wilir» 

io4  in  In  oontr'i^,  minufidomir  w*^  incioAMoil  to  only 

1^2  perxexent  of  their  Aifure  end  tdAil  wigw4  incir^Aod  to  only 

i 17  percent  of  their  ievel.  (How  iid  Uowen,**Ficidiy  SilaHe4 : 

«nd  Kututw,”  pi{fe  Wh  Ihe  ?»ime  inflow  of  nvmey  frim  ;rmeni' 
ment,  private  donotw»  fhundatioftA,  and  at  udttit  tuitions  which  lua  made 


l>i  tt^kirmfltni 

Xii»  aoifi»f  fiit>  p40*emMtt4  n*f*oAki>  (titi  fetei*  tia# 


O Ow>i.  m«>4  tHimhir**  « iiSi 

0^1  eteiaoM  tA  I^mahia  ix<‘  Atitia««  ihaA»  |a  0*i»  ImM 

lilitNi#  « OtNlft^UXtA'Ar^'  f>taU\e«  f H ilt>  iM*4**>  OxNA  lit* 

IlHia  mllMM  a«UrH)*  H A VAnXAldtf  fit* A * lAi^a 

AU4  (A|>Af  <|«Af(U*r  <AMl|f*Wfli  <AA4  tM|l|4f4  llA*  M nvT«*A«a 

flit*  «A  «4H^f|t»Ali)  f^MlHtOof  jp 

ami,  w#  t»4Af  I*  fi**f  An<a»Aiai)iieM  *at«iwr*  ia  (*#»** oaa  i*  a4  4 * «wifAH*  wovu 

An«^  A*  i*  4A*9tvr  «»Ot)|>AIAv«i«  IA  «VAf  i«xr**0  4 «t4  e*l4ll4  <*A«v4 

iifnimM  v4a  efMAAf)**  a 0,4,  aim  iaW  rtma  |a  l4aX*r  «4Hn*0t«  fit#  AYAa««f 

It*  «^|H)Of«>4  A!  4 Ml*  ^)OAf  «attU  M ll*#  flA*  Ia  meA*J^  AkiftfMi  Aa4  «miO«A 

I lA  rr**^*****^!  tU«4H!ir4  re«AHM*A  %4  rA4o^*4fi\ 


(hiji  rapid  tive  in  factilty  f^iUrica  possiblo  hna  nlao  rcsullod  in  a ^on- 
c*rally  rif*in^  t^niulnixl  of  llic  rv^catrli  cqtiipntcnl  necessary  for  a 
‘‘properly  c^quippod  tinivcrsity.”  More  money  and  new  technobJfn*  have 
moan!  that  computer  time  at  otir  iinivcrgilies  is  now  available  for 
un<leiyradua(e«and  Ihatolherexpiipment  which  might  pteviously  have 
la*cn  mnsidemi  a luxury  is  now  a necessity  for  ^topdJighl  institu- 
tioiui^*^  All  this  has  mcanl  tJtat  rv\Tir<ies  and  expenditures  |>er  student 
atxair  major  private  universities  have  Ixvn  increasing  at  a rate  of  over 
H |>eroenl  ja*r  year  froni  I1C»n-r»o  to  liiorMtO  (on  r^wemies  see*"Townnl 
A Long*Iuinge  Plan  For  Federal  Financial  Support  For  Higher  I*Mu* 
ration/^  U*S.  Hepartment  of  'HKW.  On  exivnditurys  see  “The  Eco- 
luunics  of  the  Major  Private  rnivmities*'  hv  Wiliiaiii  G.  Hown). 

To  the  extent  I hat  the  linam  ial  lrou!d(^<  of  higher  educati<ui  ci(»n- 
simply  of  tjie  inalrilily  to  exivndiliires  per  student  in  the 

future  at  lire  !*ame  rate  at  v Iiirh  tliey  have  Iwn  inerva^e*!!  in  the  pa^t* 
this  may  not  a social  prrddem  at  all,  hut  a |K»rfectJy  normal  and 
even  ile^irahJe  f*1ateof  ndairfs. 

After  all,  K»riHy  has  made  no  commitment  to  |ier|M*tually  increase 
the  rxdative  economic  |HYvition  of  college  pmfessors.  It  is  douMfiil, 
even  now,  if  wr,  take  into  amuint  the  extended  \acaiions  receivtal  hv 
the  mwdemic  profession,  that  factihy  salaries  are  any  lowrr  at  all, 
than  non»ar4deinic  salaries  and  they  may  even  W higher.  ( According 
to  llowat^i  It.  Ihman,  “Faculty  S.al.aries:  Past  and  Fulurvv’  “the  sal* 
.sties  of  ts|ucaii(m.il  in^lilutious  are  almul  Itervent  of  those  paid  by 
tlve  Fcijeral  pivetitment  anci  TK  peivettlof  tluwe.  paicl  in  indusjty  ami 
htisiness,*'’  amhlit^se  i^iiuatos  are  ImhisI  on  a 0 to  10  month  service  with 
cxtcndtsl  Ghn^tinas  and  KaMer  holidays.  If  we  estimate  that  the  av* 
erage  acadejiiic  work  year  is  only  alsttit.  )tercent  as  long  as  the 
work  yevir  in  g^ivenunerit  and  iMisiness,  then  academic  salaries  would 
aptWr  to  he  at  least  as  high  as  salaries  offeretl  eJsewhciv.) 

IndcMsl,  cAsiial  empiricism  wouM  indicaU'*  that  it  is  rar^e  for  uni* 
versity  academic  de]>atlmenls  to  lx*  worriisl  eJmut  the  jmf^ihilitv  of 
their  faculty  living  iiermamtiily  hirxvl  away  to  n<m'a<rademic  employ* 
inent.  "Otey  are  often  afnitd  of  losing  a priae<|  oo]lo»gue  to  amither 
uni^'ersity,  hut  this  is  a svmi4om  of  (le:ee  bidding  for  sccrce  Ph.  IVs 
in  an  alinosjOtertMif  rani<fly  rising  sialwries.  not  of  inadequate  resourvi^ 
lieing  «levr^to(l  to  higiier  ethical i^n.  And  this  olis^nartion  tveei\^ 
siivmg  impjmtl  frtmi  the  fan  that  the  net  migration  of  Pli.  l)*s  out 
of  ar^ademie  jjff'  h;-s  lasrn  alim^  />em  for  the  enlifv  is^rhsl  frtim  lO.M- 
0|  ( Allan  M.Ciriter,  “A  N^w'  I/xik  At  The  S^<pply  of  College  Teach- 
ers/* page  and  if  the  rxwnt  simrji  in  tvA?ses‘5n  the  ndative  «vo* 
nomic  position  <»f  rvdhge  imehers  liavo  had  any  we  would  ex* 
j*rtri  the  net  migrashm  rate,  in  nnuw  rroen*  ycatfs.  to  l*e  either  Jtero  or 
negative, 

Xor  them  any  evidence  th«*  it  is  ncci^ssai v to  further  incrva.se 
r>eJaiive  coMiomic  |m»ition  of  c#,dcire  prt)tVa!wrirs  ni  order  to  ensmv  an 
adopiate  supply  of  new  P)i  H*s  for  the  plTdV  PiojcvUions  of  paM 
trendiiiii;  theonitml  of  new  j’h.  IVs.the  pm|mrtion  curr.mt|y  accepting 
p4is  in  higher  vihtcat ion,  and  the  fuiutv  rate  of  inmase  in  student  em 
tolhuenls  loadni  to  the  oonehiMrat  that  pivmenl  tnemls  \<*ill  enahle  us  to 
attract  moiv  than  enough  liew  Ph.  I>‘s  to  tvdlegv  teaching  to  increase 
the  pmjmrtion  o^  Ph.  IVson  college  and  nnixwsity  faculties  at  a veiy 
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iv^|kvI:iMi-  nilc?iii  llic  1070s.  (“Fiitniv  rjiciilty : Needs nml  Kehoiirces," 
Allan  M.r.'uiUT.) 

The  producers  of  any  economic  pood  can  always  think  of  produc- 
tive ways  ill  wliich  they  couhl  use  a great  many  nion'  of  s<>cictyV  scarce 
H-oiinvs.  hut  in  most  tidds  \\c  have  a market  wliicli  makes  sure  (moiv 
or  less  effect ively)  that  fliey  do  not  in:?  those  resources  past  the  point 
where  the  rising* value  of  the  ivsoiiice.s  to  other  sectors  of  the  ^•conomy 
is  just  equal  to  the  declining  amount  which  consumers  an*  willing  to 
pay  for  the  resulting  output.  No  such  market  ojK'nites  in  alhn'ating 
oiif  .scarce  supplies  of  lalxir  and  cajiital  to  flie  tield  of  higher  educa- 
tion. All  higher  educalioiml  iuslitiitioiis  aiv  heavily  suhsidi/ed  hy  gov- 
enuiieiit,  indindual  donors  and  foundations.  In  addition, the  output  in 
colleges  and  iiniversif  ies,  particularly  in  the  mo'^  heavily  suhsidi/.<Hl.  is 
general Iv  rationed  hy  admissions  standanls  and  (especially  in  oiir  lug 
state  iim\*ersities)  l>y  failing  out  •‘siihstniidanr*  diideiits.  Thus  the 
total  quantity  of  national  resources  availahic  for  higher  education 
is  dclonnine<l  not  by  a market  but  by  the  anioiuit  which  iinivoiviiies 
can  coax  out  of  private  donors,  goveriiinent  Isvlies,  foundations  and 
stiidcnfA 

Hut  even  though  we  have  ample  n*:isoii  to  Ik*  skeptical  of  any  claim 
that  the  problems  l)o.soUing  higher  iHliicat ion  stem  from  a geiienil  state 
of  acatlemic  imverty,  there  is  reason  to  l>elicve  that  ('ollegis  and  uni- 
versities have  financial  prf)blem.s  which  consist  of  more  than  the  at- 
tempt by  representatives  of  ocadcr*  to  persuade  twietv  to  coimiiit 
a larger  proportion  of  its  resources  i ? Iiiglicr  e<hicatioii.  i'lic  financial 
iiiM'dirily  fell  by  >0  many  iiisliliilions  may  well  Ik*  raiis(»d  hy,  and 
svmpt«uimlic  of.  I lie  intense  c‘onr  vlilioii  for  academic  presligx*  and  dis- 
tinction amruiL'  cfU:i]H*fing  in.'<  lint  ions  aid  not  by  tlie  |>overfy  of  I lie 
higher  dlucalional  H*ciorasa  whole.  The  hulowing  argiimeiil  will  at- 
tempt  to  demoiiM nite  that  these  coiii|K*lilive  .tniiiis  are  likely  to  Ik* 
iiffcrted  only  slightly  even  hy  n»1aliv4‘ly  l.arge  aiiicnnlsof  inslitiuion:il 
aid  and  fiirthmiion*,  I hat  in  the  |K‘culiar  conlexi  of  the  dual  price 
svsTeiu  wllhiii  whidi  higlier  education  in  .\merica  cum'iilly  o|>er:iles, 
jimblems  an*  as  likely  to  Ik*  aggnivated  ns  to  Ik-  nlleviated  hy 
such  aitl. 


Tin*:  DUAL  PRICE  SYSTEM 

A dual  prieo  svstem  cxista  whenever  similar  prodneta  are  sold  for 
different  prices,  'fhis  state  of  affairs  clearly  describe^  American  higher 
inluration.  Our  public  colU*)ires  and  universities  rccei>Ti  heavy  subsidies 
from  stale  and  local  government  lax  n*veiiues  while  our  private  insti* 
tut  ions  n^ive  much  smaller  public  subsidies  and  even  those  govern* 
nienl  programs  uliich  do  subsuliite  private  institutions  are  also  avaih 
able  to  public  colleges  and  univenuiies.  The  result  of  course,  is  that 
private  sdiool  tuitions  are  inuch  higher  than  public  scliool  tuitions 
and  the  gap  in  Imth  absolute  and  |K*rcenlagt^  teniis  has  biH*ii  growing. 
In  the  |H*riod  from  IthJS  to  1656,  the  ratio  of  private  to  public  school 
tuition  fliiciiiated  in  the  imtTow  range  fnmi  1.52  to  1,65,  hut  in  the 
decade  after  1650  this  mtio  iiicrvase<l  steailily  until  in  1006  it  reached 
the  level  of  2,07.  Tuitions  at  private  colleges  and  universities  have 
piv^bably  been  increasing  at  a rale  of  5 or  0 iK*rcent  i>er  venr  since  1058 
(WilliamO,  lWn,p,51), 
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Simple  economics  (or  common  sense)  tells  us  that  if  a product  is 
sold  for  two  different  prices,  then  tlic  producer  of  the  high  priced 
brand  had  better  lind  some  way  in  whicli  to  differentiate  his  Ibrajid 
from  his  competitors.  Private  colleges  are  somewhat  more  immune 
to  the  affects  of  a dual  price  system  than  are  other  economic  enter- 
prises since,  as  mentioned  earlier,  higher  education  is  a rationed 
commodity,  for  which,  by  definition,  demand  exceeds  supply  at  cur- 
rently J)rcvailing  prices.  Thus,  even  if  the  “product*-  offered  by  public 
and  private  colleges  were  identical,  demand  for  (i.c.  applications  to) 
private  colleges  would  not  be  zero.  But  if  private  colleges  and  uiii- 
vei'sities  wish  to  attract  their  .shai’c  of  the  l>cst  students,  as  they 
clearly  do,  then  it  is  imperative  that  they  find  some  special  appeal 
which  will  offset  their  higher  tuitions.  Private  higher  education  has 
traditionally  met  this  need  in  one  of  three  ways:  (1)  they  offer  a re- 
ligious affiliation  and/or  training  not  available  at  public  institutions: 
(2)  tliey  offer  a small,  intimate  liberal  arts  education;  or  (3)  they 
offer  a high-cost,  high  quality  education  to  an  extremely  select  body 
of  students. 

However  the  trend  of  the  last  fifty  years  has  been  in  the  direction  of 
drastically  diminishing  the  infhicncc  which  religious  afliliatioii  has 
on  the  substance  of  a college  education.  This  has  been  largely  the  re- 
sult of  the  rise  in  the  powder  of  the  academic  departments  and  dis- 
ciplines over  the  content  of  the  academic  program.  Even  prominent 
church  leaders  would  be  hard  pressed,  in  all  likelihood,  to  explain 
how  Methodist  economics  differs  from  Episcopalian  economics  or 
Catholic  economics.  In  many  of  the  Protestant  colleges  the  significance 
of  the  original  religious  afliliation  has  decreased  almost  to  the  vanish- 
ing point,  and  even  in  the  Catholic  colleges  and  universities  any  spe- 
cincally  Catholic  influence  on  the  curriculum  is  on  the  decline. 

It  is  difficult  to  believe  that  this  decline  can  or  will  be  halted.  No 
one  .seems  to  have  much  idea  of  what  a specifically  religious  approach 
to  most  academic  subjects  would  consist  of  and  in  the  absence  of  such 
an  idea,  no  one  really  has  either  tlio  will  or  the  power  to  impose  a 
heavily  religious  approach  on  American  higher  education  (for  a 
more  o.xtensivc  discussion  of  this  subject,  see  The  Academic  Revolu- 
tioiXy  Christopher  Jcncks  and  David  Riesmau).  Wiilo  this  is  probably 
all  to  the  good  in  many  respects,  it  nonetheless  means  that  one  of  the 
most  important  ways  in  which  private  colleges  and  universities  have 
justified  their  higher  tuition  is  becoming  a progressively  less  market- 
able commodity  at  just  the  moment  when  the  tuition  gap  which  neces- 
sitnte.s  such  different  iati  on  threatens  to  become  truly  enornious.  For 
even  if  the  trend  of  the  last  ten  years  was  halted  and  public  tuitions 
began  to  grow  at  tlio  same  rate  as  private  tuitions,  the  absolute  gap 
between  them  would  still  grow  rapidly.  If  both  public  and  private 
school  tuitions  grew  at  a mte  of  5 percent  per  3^ear,  the  dollar  gap 
between  a typical  public  and  a twical  private  school  tuition  would 
also  grow  at  5 percent  per  3’car.  The  conclusion  ^ins  to  be  almost 
inescapable  that  the  need  for  (liffoieiitiation  of  private  colleges  is  al- 
mostcertain  to  increase  in  the  future. 

This  combination  of  the  declining  role  of  religious  affiliation  and 
the  rapidly  grawing  tuition  gap  between  public  and  private  higher 
education  can  bo  expected  to  contribute  to  a feeling  01  iiisecurity  on 
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tlie  part  of  tlio^  responsible  for  tlio  future  growtlx  and  prosperity  of 
private  institutions.  Hliat  role  will  private  higher  education  be  able 
to  stake  out  for  itself  which  will  justify  these  soaring  tuitions  ? 

It  may  be  tlint  tlie  private  sector  luis  sometliing  of  an  advantage  in 
small  high  (juality  liberal  arts  colleges.  Only  percent 
of  fnll-tinie  students  enrolled  in  four  year  private  institutions  are  in 
universities  as  op])oso(l  to  oG  percent  in  the  public  sector.  {Opening 
rtill  Imvolhnent  hi  Higher  educafioh,  1DG7)  Professors  and  students 
who^  are  utti*a(;ted  by  tlie  flexibility  and  lack  of  cnmbersonie  adminis- 
tration wliicli  clniracteri/.es  .small  undergraduate  colleges  are  also  likely 
fo  be  attracted  by  antoiioinous  institutional  control.  But  it  is  far  from 
clear  that  institutional  antononiy  will  justify  really  largo  tuition 
gaps  and  even  if  it  would  the  continued  c()m])etitive  viability  of  private 
liberal  arts  colleges  is  not  likely  to  be  enough  to  guarantee  for  the 
private  sector  a continued  i*ole  in  (he  nniiusti’eani  of  A in  eric  an  higher 
education.  Positions  of  prestige  in  academic  life  are  increasingly  asso- 
ciated with  the  publishing  of  distingnishod  work  which  is  recognized  as 
such  by  one  of  the  establi.slied  ucadoniic  disciplines.  There  can  be  little 
doubt  that  a graduate  progniin  provides  a far  more  fruitful  arena 
for  the  type  of  I’esearch  which  ty])ic^lly  leads  to  such  pnlili  cat  ions. 
Only  universities  have  the  research  facilities  and  eager  pool  of  graduate 
research  assistants  which  are  often  crucial  to  (he  research  process.  Tlie 
result  is  that  the  bulk  of  the  ino.st  capable  new  Pli.  I3s  inevitably  head 
for  the  large  and  mediniii  sized  nnivoi*.sities  which  then  are  able  to 
gather  most  of  the  research  contracts,  money,  prestige  and  top  students. 

If  private  higher  education  is  (o  lie  restricted  to  jirovidiiig  a small, 
intimate,  liberal  arts  education  tlion  tlie  jirivate  sector  will  assume  an 
incn»asingly  i)eriphoral  role.  Tlie  leadei*ship  in  rcsearcli.  faculty  sal- 
ario.s  and  involvement  in  the  great  policy  issues  of  tlie  day  will  ,-ass 
to  state  controlled  institutions, 

Tlie  most  im]>or(nnt  way  in  which  the  private  sector  can  assure 
Itself  a cojitinning  ability  to  attract  its  share  (and  more  than  its  slinre) 
of  the  host  .shi dents  and  faculty  is  liy  maintaining  an  ability  to  offer 
a high-cost,  high  quality  education  to  an  oxtreinely  select  group  of 
students.^  As  hmg  us  private  institutions  can  spend  more  jior  student 
than  their  cciii])otitioii  in  the  public  .sector,  and  as  long  as  tliey  can 
at  least  iimintaiii  and  pie forably  increase  (lie  size  of  tliis  gap.  they  u ill 
con  ti  line  to  ])lny  a cent  ml  role  in  I lie  forefront  of  Ainericaii  higher 
edneatiom  As  mcently  as  inor5-a4.  all  eiglit  institutions  which  received 
an  A rating  from  the  AAUP  on  botli  average  and  in  ini  in  nm  faculty  pay 
.scales  wei-e  in  the  private  sector.  At  the  grailniue  level  a study  bV  tli*e 
American  Coniicil  on  Education  do.«ignatcd  “lending  nnivorsitio.s*’ 
in  the  five  broad  fields  of  engineering,  luimanitios.  social  .sciences,  bio- 
logical .sciences  and  physical  .sciences.  Emm  toT8^^  of  tlie  loading 
institutions  were  private  in  oacli  of  the  five  fields  (William  G.  Bowen 

Considering  tlioir  limited  access  to  public  tax  revenues  the  private 
.sector  lias  been  .surprisingly  snccossfnl^  in  the  10r)0's  and  lOOOls  in  not 
only  maintaining  Init  in  widening  their  odjre  over  public  in.stitniions 
in  expenditures  per  .«tndont.  In  the  lO.no’s  it  was  the  private  Luiver- 
sities  which  took  the  lend  in  bidding  up  faculty  salaries  (William  G. 
Bowen,  p.  7)  and  from  the  rate  of  growth  of  ]ier  student 
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re\'euues  has  been  most  impressive.  During  this  period  revenues  per 
student  increased  at  a rate  of  8.1%  at  private  institutions  and  only 
4.0%  at  public  institutions.  In  addition  the  faculty-student  ratio  in 
public  institutions  declined  from  1956-66  but  rose  over  the  same  period 
in  private  institutions.  A slight  decline  in  the  proportion  of  faculty 
with  Ph.  D’s  from  1963-66  was  borne  completely  by  public  institutions 
(HEW  report,  pp.  12-13). 

To  a large  extent,  no  doubt,  these  improvements  in  the  i*elative 
status  of  private  higher  education  were  a reflection  of  a deliberate  de- 
cision by  private  school  administrators  that  rapidly  rising  enrollments 
was  a lower  priority  goal  than  academic  excellence.  As  a result,  the 
lieriod  1959-65  saw  the  propoiiion  of  total  income  going  to  the  pri- 
vate sector  decline  only  slightly,  from  45  to  44%,  while  the  proportion 
of  students  enrolled  in  private  four  year  institutions  declined  much 
more  pvecipitiously  from  45  to  38%  (HEW  report  p.  12^).  The  most 
jihuisjble  explanation  for  these  trends  is  that  public  and  private  in- 
stitutioms  arc  rcsjioiidiiig  to  a different  set  of  pressures  by  creating 
a (litVerciit  set  of  institutional  jiriorities. 

Public  schools  frequently  feel  keen  legislative  pi’essure  to  admit 
all  qualified  higli  school  graduates  even  at  tlie  cost  of  some  decrease 
in  quality  of  instruction.  Private  institutions  have  no  comparable 
pi’cssui'es  to  expand  enrollments  as  fast  (or  faster)  tlian  the  rate  of 
increase  of  liigh  school  gi’aduatcs  but  in  view  of  the  ominously  widen- 
ing tuition  gap  they  do  have  a vital  interest  in  making  sure  that  their 
ability  to  attract  good  students  is  unimpaired.  Quite  apart  from  the 
pride  any  administiMitor  must  feel  in  being  associated  witli  an  institu- 
tion with  a top  academic  reputation,  pn^^ate  school  admiiiistratoi*s 
must  also  realize  that  an  important  source  of  their  future  income 
comes  from  alumni  contributions.  Today's  students  are  tomorrow’s 
alumni  and  today’s  top  liigli  school  students  liave  the  best  prospects 
of  becoming  tomorroAv’s  well-to-do  contributors.  If  the  ability  to  at- 
tract the  best  high  school  graduates  is  lost  it  may  be  the  beginning  of 
a cumulative  process  of  decline  Avhich  will  see  a loss  of  income,  and 
inability  to  hold  good  faculty,  a further  loss  of  attractiveness  to  stu- 
dents and  an  inability  to  raise  tuitions  to  meet  rising  costs  without 
driving  away  still  more  good  students. 

Thus  the  public  sector  evidently  feels  it  necessary  to  expand  enrcll- 
ments  at  a rapid  clip  even  if  this  results  in  a relatively  slow  growth 
in  income  per  student.  The  private  sector  feels  it  prudent  to  accept 
a rapidly  falling  sliare  of  total  enrollments  in  order  to  ensure-them- 
selves  the  continued  ability  to  incre  ase  expenditures  per  student  at  a 
much  more  rapid  clip  than  its  competition  in  the  public  sector. 

The  system  lus  presently  constituted  would  appear  to  liavs  built  into 
it  all  the  elements  neces^ry  to  assure  a state  of  penuanent  financial 
instability.  The  private  sector  feels  it  must  constantly  widen  the  quality 
gap  wluch  it  maintains  over  the  public  sector  in  order  to  pi*esei*ve  its 
ability  to  attract  top  students.  Equality  with  the  leading  public  uni- 
versities may  not  mean  instant  oblivion,  but  it  will  very  likely  lead  to 
a cumulative  process  of  decline  Avhicli  will  make  it  increasingly  difficult 
for  these  institutions  to  tap  their  nonnal  private  sources  of  funds  and 
which  could  finally  leave  many  private  schools  with  the  dismal  choice 
of  cither  catering  to  special  comers  of  the  higher  education  market  or 
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else  providing  a college  education  for  those  unable  to  gain  admittance 
to  a low  tuition  public  school.  On  the  other  hand,  if  the  private  schools 
succeeded  in  raising  sufficient  funds  to  widen  their  lead  over  public 
schools,  as  they  apparently  have  in  the  period  up  until  1965-66  (after 
which  detailed  financial  data  is  no  longer  available)  the  almost  inevita- 
ble result  is  that  public  colleges  and  univei’sities  begin  to  f^l  acutely 
dissatisfied  with  their  deteriorating  relative  academic  position.  Col- 
lege administratoi“S  in  the  public  sector,  after  all,  can  hardly  relish  the 
sight  of  their  own  institutions  being  consigned  to  peimanent  second 
rate  status  and  a continuing  inability  to  incre^e  expen dituies  pei* 
student  at  the  same  rate  at  which  it  is  raised  in  the  private  sector 
must  eventually  lead  to  tliis  result. 

This  explains  how  it  is  possible  for  higher  education  to  be  richer 
and  more  heavily  subsidized  than  ever  before  in  its  history,  paying 
higher  salaries  relative  to  business  and  government  than  they  have 
for  at  least  the  last  thirty  years,  receiving  unprecedented  amounts  of 
income  from  government  research  contracts  and  yet  be  showing  signs 
of  acute  financial  strain.  Neither  the  riches  nor  the  distress  is  an  illu- 
sion. The  financial  distress  is  merely  a symptom  of  the  competitive 
pressures  between  institutions  which  are  built  into  the  dual  tuition 
system. 

An  adequate  level  of  funding  for  the  higher  educational  sector  as  a 
whole  is  not  necessarily  an  antidote  to  these  competitive  pressures  and 
in  fact  we  might  even  expect  more  acute  dissatisfaction  during  periods 
when  rapid  increases  in  the  level  of  funding  are  causing  large  changes 
in  the  relative  wealth  of  different  institutions. 


INSTITUTIONxYL  AID 

It  should  be  clear  by  now  that  programs  of  institutional  aid  which 
propose  to  simply  appropriate  money  and  spread  it  around  by  means  of 
a formula  are  an  expensive^  and  ineffective  way  to  combat  what  is 
laiown  in  some  acacVemic  circles  as  “the  financial  crisis  in  higher 
education.”  To  any  individual  university  president  contemplating  the 
financial  jiroblems  facing  his  institutions  it  must  seem  clear  that  a 
relatively  modest  federal  appropriation  will  eliminate  his  small  but 
ominous  deficit  and  transfonn  the  financial  condition  of  his  university 
from  poveity  to  solvency.  But  it  does  not  by  any  means  follow  that 
comparable  quantities  of  aid  spread  over  all  colleges  and  universities 
will  impi'ove  the  competitive  position  of  any  of  them. 

The  precise  effect  of  institutional  aid  on  the  competitive  position  of 
each  institution  depends  almost  completely  on  the  formula  according 
to  which  the  aid  is  distributed.  A formula  which  gives  great  weight 
to  enrollments  will  tend  to  narrow  the  percentage  gap  between  expendi- 
tures per  student  in  high  and  low  cost  institutions.  A formula  based  on 
the  rate  of  increase  of  enrollments  will  tend  to  be  far  more  helpful  to 
the  rapidly  expanding  public  sector  than  to  private  schools.  Aid  based 
on  research  contract  awards,  on  the  other  hand,  will  tend  to  channel 
disproportionate  amounts  of  money  into  the  best  and  most  expensive 
uniyei’sities  and  particularly  into  the  lop  private  luiiversities.  By  com- 
bining several  of  these  criteria  and  wei^iting  each  properly  a formula 
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could  no  doubt  be  devised  which  would  cause  the  minimum  number  of 
changes  in  the  preisent  competitive  structure  of  higher  education.  Such 
a formula  would  simply  raise  the  overall  level  of  funding  of  higher 
education  without  altering  significantly  the  present  heirachy  of  aca- 
demic prestige  and  quality. 

The  dual  tuition  system  probably  places  some  limits  on  our  ability 
to  select  a formula  designed  to  reduce  the  inequities  in  the  wealth  of 
colleges  and  universities.  A pattern  of  aid  which  threatened  to  seriously 
erode  the  ability  of  the  top  private  universities  to  maintain  a quality 
gap  gi*eat  enough  to  justify  their  high  tuitions  might  lead  to  just  the 
Idnd  of  cumulative  decline  discussed  earlier.  An  equalitarian  approach 
to  institutional  aid  is  likely  therefore  to  aggra\'ate  the  competitive 
strains  which  are  built  into  the  dual  tuition  system. 

On  the  other  hand,  a formula  could  be  chosen  which  heavily  re- 
warded institutional  quality  by  basing  aid  largely  on  criteria  such  as 
number  of  advanced  degrees  or  research  contract  awards.  Such  a ])i*o- 
gram  would  indeed  have  the  affect  of  making  the  dual  tuition  systeni 
more  viable  by  strengthening  the  preeminent  position  of  the  top  pri- 
vate universities.  But  it  is  highly  unlikely  that  we  would  want  to  be- 
stow disproportionate  amounts  of  aid  on  those  institutions  which  are 
already  engaged  in  educating  a very  wealthy  student  body  with  the 
most  expensive  educational  resources  available.  The  countiy  has  better 
things  to  do  with  its  tax  dollars  these  days  than  to  spend  them  making 
a major  social  institution  more  inequal itarian  than  it  already  is. 

A more  likely  approach  would  have  the  aid  foimiulas  contain  several 
different  criteria,  chosen  and  weighted  in  such  a way  as  to  leave  the 
present  academic  hierarchy  as  unchanged  as  possible.  Distributions  of 
aid  which  undermined  the  competitive  position  of  any  group  of  in- 
stitutions would  be  avoided  and  the  formula  writers  would  labor  long 
and  hard  to  give  all  institutions  their  “fair  share”  of  the  aid. 

Federal  programs  which  dispense  money  or  benefits  to  gi*oups  out- 
side the  government  seem  to  have  a powerful  tendency*  to  develo])  a 
constituency  and  a political  life  of  their  own.  Institutional  aid  could 
be  expected  to  follow  the  same  pattern.  Those  in  charge  of  writing  and 
revising  the  aid  formulas  (whether  they  be  a congressional  roniinittee 
or  an  agency  in  the  executive  depaitoeiit)  would  undoubtedly  be  in- 
undated with  lengthy  and  persuasive  papers  from  individual  institu- 
tions or  from  groups  of  institutions  seeking  to  demonstrate  that:  (a) 
according  to  some  ingeniously  devised  criterion  they  had  received  less 
than  their  share  of  the  aid,  and  (b)  their  own  continued  prosperity  was 
an  essential  prerequisite  to  having  a healthy  and  effective  system  of 
higher  education.  This  vocal  constituency  would  no  doubt  create  a keen 
sensitivity  among  the  formula  writers  to  the  financial  problems  of  each 
institution  and  a strong  inclination  on  their  i^ai't  to  minimize  the 
causes  for,  and  hopefully,  the  volume  of,  complaints  by  giving  each 
institution  a “fair  share”  of  the  total  aid  budget.  In  practice,  a “fair 
share”  for  each  institution  would  probably  mean  giving  each  institu- 
tion just  enough  to  niaintain  its  traditional  position  in  the  academic 
hierarchy.  Now  this  is  not  to  claim  that  the  formula  will  be  constantly 
nianipulated  so  as  to  niake  sure  that  no  institution  ever  suff‘ei*s  a decline 
in  quality.  Some  institutions  will  be  poorly  administered  or  will  face  a 
disappearing  market  and  there  will  be  no  practicable  way  to  prevent 
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tlieir  decline.  But  it  does  seem  probable  that  aid  by  formula  will  have 
a tendency  to  slow  down  or  stop  any  major  changes  in  the  relative 
status  of  classes  of  institutions  (e.g,  large  public  universities). 

Wien  I was  working  a)t  the  Department  of  Health,  Education,  and 
Welfare  the  past  summer,  the  Office  of  Education  was  already  busilj'’ 
engaged  in  attempting  to  devise  formulas  which  would  give  each  insti- 
tution just  such  an  equitable  share  of  the  aid. 

In  ail  likelihood  the  formula  writers’  desire  to  preserve  the  competi- 
tive position  of  as  man}^  collets  and  universities  as  possible  would 
occasionally  be  tempered  by  the  desire  to  reward  those  institutions 
which  it  is  felt  are  making  the  most  productive  use  of  educational 
resources  or  whose  research  and/or  teaching  make  their  continued 
prosperity  especially  impoi'tant  to  the  national  interest. 

It  may  not  sound  like  a particularly  awful  arrangement  to  have  a 
trained  group  of  government  experts  distributing  aid  to  our  institu- 
tions of  higher  learning  with  an  eye  toward  dividing  the  money  up 
equitably  among  schools  and  encouraging  educational  productivity. 
Nevertheless  I am  convinced  that  in  addition  to  solving  very  few  finan- 
cial problems  aid  by  formula  will  politicize  and  bureaucratize  deci- 
sions about  resource  allocation  'toithin  higher  education  in  a most 
unfortunate  way  and  that  strengthening  the  role  of  the  market 
through  expanded  programs  of  student  aid  will  have  superior  educa- 
tional and  social  results  on  virtually  every  major  count. 

MARKET  PLANNING  VS.  CENTRALIZED  PLANNING 

It  should  be  noticed  in  this  regard  that  it  is  one  of  the  chief  virtues 
of  an  unfettered  market  that  it  is  neither  fair  nor  equitable  in  allo- 
cating 1‘esources  among  producers.  A market  makes  no  attempt  what- 
ever to  guarantee  producers  an  indefinite  continuation  of  their  com- 
petitive position.  On  the  contrary,  it  allows  consumers  to  vote  their 
pi’cferences  using  dollars  as  ballots.  Producers  who  are  successful  at 
maximizing  value  of  output  and  minimizing  cost  tend  to  thrive  and 
expand — those  who  fail  tend  to  wither  and  contract.  A market  allows 
and  indeed  institutionalizes  a process  of  continuing  upheaval  in  com- 
petitive relationships  while  producer  subsidies  often  tend  to  preserve 
the  existing  relationships  between  producers. 

Now  we  quite  properly  feel  that  a student’s  access  to  higher  educa- 
tion should  not  be  determined  by  the  number  of  such  dollar  “votes” 
available  to  him.  To  allow  a young  man’s  own  wealth  to  deternhiie  his 
educational  opportunities  would  partially  close  one  of  the  most  im- 
portant doors  to  equality  of  opportunity  for  children  from  pooror 
families.  Government  is  justly  concerned  with  prying  open  such  doors 
not  shutting  them. 

It  is  one  of  the  chief  drawbacks  of  institutional  aid  that  it  shifts  the 
focus  of  the  government’s  attention  from  the  problem  of  finding  an 
equitable  and  efficient  distribution  of  aid  among  students  to  the  prob- 
lem of  finding  an  equitable  and  efficient  division  of  educational  re- 
sources among  institutions.  And  this  is  a problem  which  is  not  amen- 
able to  a satisfactory  centralized  solution. 

Should  colleges  and  universities  be  large  or  small?  Should  they  be 
in  urban  areas  or  in  rural  areas?  Should  they  alter  the  ratio  of  junior 
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lo  fH^nior  factilly  f ShonM  c!juwr«  Ik*  lirjrrr  nr  Mnallcrf  Should  more 
money  Ik*  Fpcni  on  libmricworon  com|inloi>!! . . .TIicjmc*  kiuI  Imiulrtsls 
nf  other  Iftrpe  and  wimll  dioiocn  and  Irado-oiTh  ran  no  donbl  Ik*  in- 
(Iiicnwl  liy  tinkering  in  a wiitaWc  tray  uifli  Fie  aid  fmtnulaK  Hmv 
«leriri\t*ly*thta  tinkering  altcrf<c*<ltir4itiotial  drr  (wxfi,  likely  to  de|Kmd 
on  flic  flHemiinatinn  of  the  fonniila  writers  m l or  the  inijioHanrc  of 
foi^itila  aid  in  ml  lege  and  university  budgets.  Hut  unless  the  fonmil.t 
writers  are  siintdy  rmitent  to  nmintain  the  flatus  f|*io  or  give  out  nid 
that  satisfies  tkiiiic  other  nrliitrarilv  rliosen  dehnition  of  fainiess,  they 
will  no  doubt  engage  in  Midi  tinkering  frfmi  time  to  tiiiu*. 

♦still,  it  is  preciselv  in  this  tv|K*  of  unkeriiig  with  details  of  re* 
HMime  allocation  within  indivicbitl  twtors  of  the  emiioiny  thnt  «vii- 
tralixeil  |ilaniiingg¥uierally  turns  out  to  Ik*  a rhiiiisy  niid  inelhvtive  de- 
vice lacking  most  of  the  suhlcty  and  rcs|)ect  for  small  dislinrtioiis 
which  make.*;  a mniket  such  a sensitive  niedinniMu  for  satisfying  in- 
dividual preferences. 

Kwii  wi*rc  wc  to  nssunic  that  the  fonnuln  writing  iind  revising  was 
done  by  n hrilliant  group  of  tecIinidans^Jdivioiisof  nil  wlf  iiitereste<l 
loldiyiug  and  siiigleiiiindwlly  intent  on  encoiiniging  the  most  s<K*inIIy 
iiK'fiil  and  priHliirtive  of  oiircollegi*snii(I  iiniveivities,  thisohjt*ctioii  to 
neiuitniliml  allorntion  of  ediicntionnl  roMUirres  loses  little  of  its  fonx*. 
SiipiKise,  for  insinnee,  that  after  careful  reM*ardi  the  foniiiihi  writers 
<*oiirhi(Ie  that  higher  education  is  clnimcterizwl  hv  increasing  returns 
tos-ale.TIiev  might  roiiie  to  thiscfuidiision  after  finding  that  e.viieiuli- 
tiin^  on  such  esstmtials  as  lihniries,  rompiilei*s,  lah-eqiiipnient  and  ad- 
ininistmtioii  failed  to  iiim*as(*  pn)|K)rtiomito!y  with  eiiiv)IImcnts  and 
that  there  were  no  decreasing  letiirns  to  scale  afrecliiig  other  iiipnls 
siifljcieiil  ly  Inrjgc  to  ofTsc»t  these  declining  ;)cr  .student  e.xpoiiditii n*s.  The 
policy  coiirhision  would  I)o  that  inputs  |>er  student  arc  fiiiinller  in  n 
large  school  than  in  n sninll  one  over  the  whole  existing  range  of  school 
si/.es  .mid  that  foniiuhis  .should  Ik*  written  in  such  a wa}^  so  as  to  en- 
courage ranid  growth  of  small  schools,  mergers,  or  other  policies  which 
would  leml  to  a coiumlidation  of  American  colleges  and  miivorsitios 
iiilon  siiiidl  niimborof  giant  institutions. 

Thi.s  exninpio  illustrates  one  of  the  classic  pitfalls  of  dispensing 
with  a market  in  micro-economic  decisions  concerning  ivsoiin*e  allo- 
cation. It  is  indeed  desirable  to  maximize  output  per  iiirt  of  input 
and  to  do  so,  is  by  definition,  to  increase  economic  ofliriency.  Rut  as  any- 
one young  enough  to  remenilier  liis  college  days  must  iwlize,  a small 
lil)or;vl  arts  college  is  not  the  same  output  as  a largo  urban  imivoi*sity. 
If  students  ni*o  willing  lo  pay  the  difTorenco  in  co.sts  plus  interc.’^i  out  of 
their  fnhiit^  incomes  for  the  privilege  of  oiijoving  an  intimate,  inte- 
grated lilieml  arts  ediication—then  it  is  difRciilt  toseo  why  this  is  not 
at,  least  as  ix*asanablo  a consumer  choice  as  the  decision  to  purchase  no- 
rofrigeratow,  night  club  t ickots,  or  barbecue  grills. 

, Of  coiim  our  intelligent  formula  writei’s  might  realize  the  value 
of  .small  liberal  arts  colleges  but  only  a market  can  provide  ns  with 
iiifoniiation  on  the  precise  value  of  this  product  to  the  student  and 
only  a market  will  tend  to  pi'ovido  an  additional  service  if  and  only 
if  tlio  incimsed  value  of  output  exceeds  the  inci'ensed  cost.  TJio  sensi- 
tivity of  a market  then  derives  from  its  comprehensive  consideration 
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of  and  bciic6ti<  in  evnluntinp  altcmnlives  and  the  precision  with 
which  it  mcastira  and  applies  this  information. 

A closely  related  drawback  of  aid  by  formula  is  that  in  an  area  in 
which  oiir  jEToals  arc  os  sulitle  and  complex  ns  they  are  in  higher  edu- 
cation it  will  lie  difficult  to  design  a formula  which  rewards  and  en- 
courages ^hicational  excellence  without  simultaneously  encouraging 
an  educational  system  wliich  strives  to  excel  partly  in  ^erilo  formula 
lieating.  Formulas  can  occasionally  be  relatively  effective  substitutes 
for  a market  where  the  criteria  for  success  are  simple  and  straight- 
forward. We  might  e.\])cct,  for  instance,  that  we  could  base  the  salary 
of  the  manager  of  a state-owned  electric  trust  on  maximizing  the  out- 
put in  kilow.att  hours  (with  a fixed  costs  constraint)  of  a nice,  simple 
iindiffen?ntinted  ]>nHluct  like  electricity  and  get  reasonably  good 
results. 

Rut  even  areas  which  swm  relatively  simple  become  far  more  com- 
plex when  one  tries  to  divorce  oneself  too  coinpletelv  from  market 
criteria  on  cost  and  value  of  output,  ns  many  a Soviet  planner  has 
found  mueli  to  his  chagrin. 

'\^^len  n Soviet  production  manager’s  Ixmiis  pay  was  made  dependent 
on  the  total  weight  of  nails  produced,  the  Soviet  economy  found  it- 
self with  nn  acute  shortage  of  little  nails.  'When  the  pay  of  a hydro- 
electric manager  was  made  partially  dependent  on  how  little  of  his 
own  hydroelectric  power  he  used,  planners  found  that  hydro-electric 
station  managers  were  building  their  own  inefficient  gasoline  genera- 
tors jnst  to  supply  the  needs  of  the  dam  complex. 

Yet  producing  nails  and  electric  power  is  relatively  simple  com- 
pared with  our  comple.v,  subtle  ana  often  intangible  objectives  in 
}>rodiicing  higher  education.  We  want  education  to  maximize  the  con- 
tribution individuals  can  make  to  national  income,  maximize  the  pres- 
ent enjoyment  (consumption  benefits)  students  derive  from  their  edu- 
cation, and  maximize  the  future  satisfaction  which  citizens  are  able 
to  obtain  from  the  cultural  advantages  of  having  had  a college  edu- 
cation. The  decisions  required  of  a college  administrator  who  wishes 
to  maximize  the  value  of  even  one  of  these  three  “outputs”  are  clearly 
both  numerous  and  complex.  To  maximize  the  total  value  of  ail  higher 
educational  outputs  (while  keeping  within  some  cost  constraint)  is  an 
immensely  complex  task  which  can  only  be  approximated  by  a pains- 
taking process  of  trial  and  eiTor  over  a period  of  time.  But  a formula 
can  only  measure  nn  administrator’s  success  using  a few  relatively 
crude  measures  of  output  or  input  (eg.  enrollments,  expenditure,  de- 
grees granted,  or  research  contract  awards).  Since  the  criteria  for 
maximizing^  income  from  the  formula  are  necessarily  far  simply 
than  the  criteria  for  maximizing  the  satisfaction  of  students,  it  is 
always  possible  to  make  educational  decisions  which  increase  govern- 
ment aid  without  improving  educational  quality. 

To  illustrate  this  point  let  us  take  a brief  look  at  the  probable  effects 
which  the  foimula  contained  in  the  Miller  Bill  might  be  expected  to 
have  on  educational  decision  making.  This  bill  was  introduced  in  both 
the  89th  and  90th  Congresses  and  it  is  ]>robably  a fairly  typical  ex- 
ample of  what  we  can  expect  an  institutional  aid  formula  to  be  like. 

The  Miller  Bill  authorizes  $160  million  dollars  to  he  distributed 
among  various  colleges  and  universities  according  to  a three  part 
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fonnula.  $50  million  would  l>c  distributed  amonp:  the  different  institu- 
tions b^d  on  each  institution’s  share  of  the  total  number  of  5=cicnre 
credit  hours  taiipht  in  its  Stale.  (The  $50  million  is  first  dividwl 
amonjr  the  Slates  on  each  State’s  proportion  of  the  nation’s  hiuli 
school  praduates). 

A second  $50  million  would  bo  awarded  to  institutions  based  on  the 
' project  awanls  from  three  Federal  apencies  (NIH. 
UJv,  and  ^SF)  with  a limit  of  $<*100,000  on  the  amount  which  mav  po 
to  any  one  institution. 

The  third  $50  million  in  the  Miller  Bill  is  allocated  on  the  basis  of 
eamw  master.s  and  doctor's  deprees  in  the  sciences  durinp  the  imme- 
diately pi’cvioiis  three  years. 

College  presidents  have  always  been  chosen  partially  for  their  ex- 
cellent fiind  raisiiip  ability*  If  the  Miller  Bill  were  passed  (and  the 
level  of  fiindiiip  were  snhscqnciitly  niised),  it  seems  likely  that  tlie 
collepc  president  of  the  future  would  have  to  become  someth inp  of  a 
wizard  at  ju^rplmp  with  academic  standards  in  order  to  produce  a 
university  which  would  bo  tolerable  from  an  educational  point  of  view 
and  would  also  pivo  his  university  the  hiphest  possible  ratinp  in  the 
formula. 

For  instance,  if  the  chairman  of  some  department  felt  it  would  im- 
pro^  Ins  propram  to  institute  some  rigorous  now  requirement  for  the 
I h.p,  the  President  might  be  foiled  to  veto  the  proposal  on  the  per- 
^ctiy  rational  (from  the  university’s  point  of  view)  ground  that  the 
Federal  subsidy  lost  ns  a result  ot  the  decrease  in  advanced  degrees 
awarded  would  bo  more  valuable  than  the  improved  educational 
standards  resulting  from  the  new  rule. 

In  addition,  the  Miller  Bill  threatens  to  enshrine  the  Ph.D  into 
Congre.ssional  statute.  This  would  make  it  more  difficult  for  individual 
universities  to  experiment  with  different  sorts  of  degree  programs  at 
ju^tlie  time  wlion  siicli  experimentation  is  sorely  needed. 

Or,  to  fake  another  example  of  more  current  concern — it  is  a wide- 
spread complaint  ahiqiig  many  undergraduates,  particularly  at  our 
large  public  iiniveisities,  that  most  or  the  faculty  time  and  interest 
y?  lavished  on  graduate  students  and  research  and  very  little  is  left 
for  the  pedestrian  task  of  teaching  them.  By  allocating  one-third  of 
the  aid  on  the  basis  of  research  contract  awards,  the  Miller  Bill  might, 
in  all  sorts  of  little  ways,  pressure  universities  to  place  an  even  heavier 
accent  on  research.  And  this  would  happen  even  if  the  market  value 
that  students  were  willing  to  pay  out  of  their  future  incomes  for  the 
consumption  and  investment  benefit  of  bettor  teaching  far  exceeded 
any  estimate  of  the  value  of  the  research. 

Til  ere  are  many  ways  in  which  a university  which  is  hungrier  for 
reseaicli  contracts  than  for  competent  teaching  can  make  this  paiii- 
riilly  iippareiit  to  all  concerned.  At  one  large  mid- western  university 
tneie  is  already  a small  pay  differential  between  graduate  students 
wJio  worJc  ^ research  assistants  and  those  who  work  as  teaching 
assistants.  Making  university  budgets  even  more  dependent  on  re- 
search contract  aw^ards  could  easily  result  in  widening  such  differen- 

exist  and  creating  them  where  they  do 
not,  thus  effectively  channelling  all  the  best  graduate  students  into 
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STUDENT  AID  AND  THE  PKOPEU  ROLE  OF 
GOVERNMENT  IN  HIGHER  EDUCATION 

The  major  alternative  to  aid  by  formula  in  to  enhance  the  role  of 
the  market  in  allocating  rosonrccs  within  higher  cducsition.  A market 
enables  consumers  (in  this  case  students  and  their  families)  to  make 
the  choices  which  result  in  society’s  allocation  of  resources  !)v  pro- 
viding consumers  with  a sot  of  prices  which  serve  as  signals  indicating 
the  social  cost  of  different  commodities  or  of  different  variations  of 
the  same  commodity.  Consumers  then  buy  the  bundle  of  coods  which 
maximizes  their  satisfaction  within  the  limits  imposed  by  their  in- 
comes. Tn  addition,  a proper  market  should  allow  consumers  to  pur- 
chase durable  consumer  or  producer  goods  which  yield  a stream  of 
i*eturns  over  a numl>cr  of  years  (e.g.  a car,  a house,  a factory)  by 
l)orrowing  and  repaying  out  of  tlieir  future  incoine. 

It  follows  then  that  increasing  the  role  of  the  market  in  allocating 
resources  within  higher  education  can  only  be  accomplished  by  some 
combination  of  the  following  three  policies: 

(a)  Increase  the  proportion  of  educational  expenditures  covered 
bv  .stlident  fees  and  tuition.  This  will  not  only  result  in  making  student 
charges  perfom  the  same  fiiiietion  as  any  other  price;  i.e.  indicating 
to  the  student  the  social  cost  of  higher  education  and  inducing  him 
to  consume  more  expensive  forms  of  higlier  education  only  if  he  ex- 
pects equally  valuable  lienefits — but  It  will  give  a powerful  incentive 
to  college  administrators  to  provide  the  type  of  education  which 
attracts  students  or  else  face  a swift  loss  of  their  most  important  source 
of  revenue,  and  with  it  a loss  in  the  size,  power  and  prestige  of  the 
institution  over  which  they  preside. 

(b)  Make  the  proportion  of  educational  expenditures  covei*ed  by 
student  charges  more  unifom  among  different  institutions.  This 
would  force  students  to  choose  between  competing  institutions  on  the 
basjs  of  real  social  costs  and  pci*sonal  benefits,  not  on  the  irrelevant 
basis  of  how  heavily  subsidized  different  institutions  happen  to  be. 

(c)  Make  it  possible  for  students  to  \my  their  college  tuition?  and 
living  expenses  out  of  their  future  incomes.  This  would  not  only  end 
the  bias  against  investment  in  education  which  tlie  difficulty  in  obtain- 
ing such  loans  creates,  but  unlike  a student  aid  ])rogram  consisting 
solely  of  grants  it  would  give  students  an  incentive  to  economize  on 
educational  expenditures  to  the  greatest  extent  consistent  with  maxi- 
mizing their  own  satisfaction.  A price  system  and  a market  should 
make  it  possible  to  decentralize  decisionmaking  about  resource  alloca- 
tion. If  a program  of  guaranteed  long  term  loans  is  linked  to  the 
reforms  in  the  tuition  system  already  mentioned,  it  will  enable  us  to 
leave  the  decision  as  to  the  proper  trade-off  between  liigher-cost  and 
higher  quality  largely  to  the  judgment  of  the  individual  student.  If  he 
feels  the  benefits  from  a more  expensive  education  are  worth  a larger 
obligation  to  repay  out  of  his  future  incoine  then  he  should  borrow 
the  money,  otlierwise  the  scarce  funds  will  go  to  someone  who  feels 
better  able  to  make  productive  use  of  them. 

As  a practical  matter,  this  means  sliarply  raising  tuitions  at  public 
institutions  and  enacting  a program  of  long  term  student  loans.  The 
details  of  such  loan  programs  have  been  carefully  spelled  out  else- 


643 


046 


where  (77<c  EdncaOoml  Opportunity  Dank:  .l«  Economic  Anahjnh 
Of  A Contingent  Hcvajfnxcni  Loan  Program  For  Higher  Education 
by  Knrl  Shell,  Franklin  M.  P^isher,  Duncan  K.  Foley  aiui  Ann  F, 
hViedlncmlcr.  A less  radical  j)roix)saI  wliich  avoids  sjiiiio  of  the  prob- 
lems with  the  Educational  Opportunity  Bank  is  outlined  in  appendix 
D to  the  HEW  report  cited  earlier)  but  it  should  not  be  forj^tten  (bat 
to  bo  as  fair  and  as  effective  as  iK)ssiblc  a proper  program  of  student 
loans  should  allow  the  student  to  jxiol  the  risk  that  he  will  have  to  pay 
back  his  loan  out  of  ii  relatively  modest  fiitui*e  income,  Some  good 
students  are  liable  to  l)o  wary  of  incurring  a large  fi.xed  debt  at  a time 
In  (heir  lives  when  their  future  income  prospects  are  very  uncertain. 
This  jwofing  can  be  accomplished  either  by  making  the  i^cpayiuent 
obligation  in  the  form  of  a n.\ed  percentage  of  future  income  for  each 
$1,000  borrowed  (as  i)ro2x>sed  by  the  proponents  of  the  Educa(ional 
Opportunity  Bank)  or,  less  radically,  bv  incorporating  certain  partial 
loan  forriveness  provisions  for  those  udiose  incomes  fall  below  a cer- 
(ain  levm.  In  addition,  a loan  prognim  which  seeks  to  maximize  the 
college  alternatives  open  to  students  at  all  income  levels  should  reduce 
to  a minimum  the  burden  of  education  expenditures  which  must  be 
paid  in  cash,  A really  effective  loan  program  should  allow  the  student 
to  borrow  enough  to  pay  most  of  his  general  living  expenses  in  addi- 
tion to  the  full  cost  of  his  tuition  and  fees. 

None  of  this  is  to  imply  that  the  government  has  no  role  in  American 
higher  education  except  (o  guarantee  loans,  pool  risks  and  collect  the 
repayments.  First  of  all  we  may  want  to  give  special  encouragement 
to  poor  students  to  attend  college.  This  could  easily  be  accomplished 
within  the  framework  of  a student  aid  package  by  including  a pro- 
gram of  Educational  Opportunity  Grants,  Such  a program  would 
give  scholarsliips  to  poor  students  admitted  to  college  anaunivei'sities 
with  the  amount  of  the  help  determined  by  family  Income.  ( Such  plans 
are  described  in  Shell  ct  al  and  in  the  HEAV  re2:>ort  appendix  D,) 

A second  legitimate  justification  for  a government  role  in  higher 
education  concerns  the  matter  of  the  externalities  which  tend  to  be 
associated  with  the  production  of  knowledge.  Research  and  teaching 
by  their  veiy  nature  result  in  the  “production*’  of  a host  of  ideas, 
some  of  which  may  play  a seminal  role  in  stimulating  a long  chain 
of  other  discoveries  which  may  finally  lead  to  an  economically  useful 
innovation.  But  it  is  generally  impossible  to  sell  the  idea  at  the  be- 
ginning of  the  chain  both  because  an  idea  has  a way  of  quickly  becom- 
ing common  property  and  l:)ecause  its  true  value  is  generally  only  dimly 
jjerceived  when  it  was  first  discovered  and  it  is  rarely  possible  to  value 
accui'ately  Its  Worth  in  the  web  of  discoveries  which  led  to  the 
profitable  innpvation.  As  a result  we  can  expect  the  true  social  bene- 
fits whieh  flow  from  the  production  of  knowledge  to  be  far  greater 
than  the  amount  which  it  would  be  worthwhile  for  any  private  com- 
pany to  invest  in  basic  research.  The  upshot  of  this  is  that  research 
and  particularly  basic  research  must  oe  financed  primarily  by  the 
government.  Since  education  and  particularly  graduate  education  is 
l^art  of  the  knowledge  producing  process,  we  may  expect  the  total 
social  benefits  from  higher  education  to  be  greater  than  the  private 
benefits  to  the  student. 

Education  may  also  produce  other  external  benefits  such  as  making 
citizens  into  more  tolerable  neighbors,  enhancing  the  viability  of 


647 


democratic  goveninient  (altlioiijgh  anyone  who  rends  the  newspapers 
\Jiesc  days  iiiiglit  Imve  liis  doums)  etc.  These  external  benetits  plus 
most  iKJople'S  general  prejudice  in  favor  of  an  enlightened  citizenry 
pnibaoly  constitute  an  ndoqiinte  justitication  for  the  nation  to  invest 
more  in  higher  education  than  would  be  demanded  by  imlividiml  stu- 
dents borrowing  funds  at  the  market  rate  of  interest.  But  adeciunte 
subsidies  to  the  higher  education  sector  of  the  economy  can  easilv  be 
woi’ked  into  a comprehensive  student  aid  package  simply  by  making 
tlie  terms  of  the  grants  more  generous  and/or  (depending  on  whether 
we  wish  to  direct  all  of  the  additional  subsidy  to  poor  students  or  wish 
to  spread  it  around  to  all  students)  by  decreasing  the  interast  rates 
on  (he  student  loans.  Even  u .small  mluction  in  the  interest  rate  on  a 
thirty  or  forty  3’ear  loan  would  amount  to  a large  subsidy  and  a largo 
i-eduction  in  the  cost  to  tire  student,  (For  instance,  in  Shell  et  al  it  is 
.sliqwn  that  in  the  case  of  a fort}’  year  repayment  period  to  the  Edu- 
cational Opportunity  Bank,  reducing  the  interest  rate  from  4,0%  to 
»1.3%  would  halve  the  percentage  of  a student’s  future  income  wliicli 
he  was  obligated  to  pay  back  to  the  bank.  The  reduction  would  bo 
from  .5%  to  .25%  per  $1000  borrowed. 

Extenrolities  may  occasionally  provide  a reasonable  jiustification  for 
more  selective  intervention  by  the  state  in  higher  education.  The  ‘‘com- 
piehcnsive  and  precise”  consideration  of  costs  and  benefits  which  I 
earlier  claimed  as  an  advantage  of  markets  in  allocating  resources  ap- 
plies only  to  tliose  benefits  actually  enjoyed  by  the  student.  If  higlier 
edueation  produces  “external”  benefits  to  society  in  addition  to  the 
direct  benehts  reaped  by  the  student,  then,  as  noted  above,  .some  govern- 
ment subsidy  to  higher  education  is  necessary  if  the  optimal  amount 
is  to  be  produced.  But  if  the  proportion  oi  “direct”  to  “external” 
benefits  produced  b}'  all  types  of  higher  education  is  the  same,  then 
there  will  be  no  need  for  government  to  interfere  in  the  allocation  of 
resources  within  higher  education.  It  is  only  if  some  fonns  of  higher 
education  are  more  “loaded”  with  external  benefits  than  otliers  that 
it  beconi^  necessary  for  government  to  influence  some  of  the  trade- 
offs W’ithin  the  higher  educational  sector.  Ifo  doubt  there  are  instances 
where  we  feel  that  society  should  subsidize  one  fom  of  education 
more  heavily  than  another.  Graduate  education  or  instmetion  in  the 
sciences  might  be  thought  to  yield  an  especially  high  proportion  of 
external  benefits  and  these  would  justify  special  subsidies.  But  these 
subsidies  can  always  be  provided  for  by  simply  increasing  the  gen- 
erosity of  scholarship  aid  in  these  areas  or  by  including  partial  loan 
forgiveness  clauses  associated  with  certain  types  of  employment. 

Student  aid  is  therefore  a flexible  instrument  w’^hich  can  be  used  to 
fulfill  the  major  public  objectives  (aside  from  supporting  research) 
in  higher  education.  Speciflcally,  student  aid  can  efectivdy:  (1)  in- 
crease equality  of  opportunity,  (2)  provide  any  desired  level  of  sub- 
sidy.tp  higher  education,  and  (3)  provide  differential  subsidization  for 
different  typps  of  higlier  education  where  necessary. 

But  it  seems  fair  to  assei:t  that  in  the  case  of  the  vast  majority  of 
educationa,!  decisions  we  have  no  reason  to  believe  that  either  alterna- 
tive is  more  heavily  loaded  witli  external  benefits.  In  this  situation  it 
seems  to  be  most  sensible  to  make  it  possible  for  students  to  maximize 
the 'value  of  the  “direct”  benefits  provided  by  higher  education  by 
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allowing  thoir  choices  to  detenu ine  the  allocation  of  resonrcos  within 
the  higlier  educational  sector.  This  can  only  be  done  Ijy  giving  students 
tlie  same  alnlity  to  hid  rosoni'ces  into  the  types  of  schools  they  want 
which  consinners  in  otlier  sectors  of  the  oconoiny  enjoy.  And  this  in 
turn  implies  that  wo  embark  on  a policy  of  encouraging  tuitions  to 
more  nearly  cover  costs  and  adopting  a well  tlioimht  out  piogram  of 
student  aict.  A liigher  educational  system  flnanced  in  this  way  ^vonld 
liave  the  following  advantages  over  tlie  present  system: 


ADVANTAGES  OF  STUDENT  AID 

(p  It  would  result  in  an  end  to  the  differential  subsidies  (or  dual 
tuition  system)  j)resently  enjoyed  by  public  institutions  and  as  a re- 
sult it  would  mean  that  all  schools  Avould  compete  for  students  on  more 
nearly  equal  tcmis.  Under  the  present  system  public  schools  operate 
in  a pmtfccted  market  under  tlie  umbrella  of  a huge  tax  subsidy.  They 
ofler  free  or  low  tuitions  to  students  who  live  in  the  right  city  or  state. 
As  a result  those  students  l^econie  a capti^^e  market.  If  a private  school 
offers  a more  attractive  education  tlian  a public  school  and  botli  lia^'e 
equal  marginal  costs  (or  if  the  private  school  lias  lower  marginal 
costs)  tlien  the  private  scliool  is  using  resources  more  efficiently  and 
barring  some  unequal  loading  of  externalities  discussed  earlier,  we 
would  like  to  see  it  exjiand  at  tlie  expense  of  the  public  institution. 
But  iis  tlie  system  pieseiitly  operates,  if  students  find  the  University  of 
(!alifoniia  at  Berkeley  a large  amorphous  institution  which  pays  too 
little  attention  to  its  undergi*achiates,  tliere  is,  iieveitheless,  very 
little  wliich  most  of  tlieiii  can  afford  to  do  about  it. 

A related  point  touclied  on  earlier  is  that  a market  maximizes  a more 
comprehensive  and  humane  concept  of  efficiency  than  a central  planner 
ei*er  can.  Tlie  school  which  produces  the  most  productive  professionals 
(or  ill  more  operational  terms,  which  adds  the  maximum  increment  to 
a students  future  income)  at  the  least  cost  may  maximize  efficiency  from 
the  iphiiiner's  point  of  view  but  once  we  realize  that  education  has  a 
consumption  as  well  as  an  investment  component  it  should  be  clear  that 
tliis  school  will  not  necessaiily  maximize  real  economic  efficiency.  Only 
the  student  can  really  decide  how  much  he  is  willing  to  pay,  either  in 
the  form  of  a smaller  future  income  or  in  the  form  of  higher  tuitions, 
for  an  education  whicli  he  finds  more  congenial,  relevant,  and 
stimulating. 

(2)  Raising  public  school  tuitions  and  making  large  ainoniits  of 
grant  and  loan  money  available  to  students  will  tend  to  increa.se  the 
demand  for  private  higher  education  (or,  more  precisely,  will  tend 
to  shift  outward  the  demand  curve  facing  each  private  institution). 
Increased  demand  will  mean  that  private  schools  will  be  less  lilcely  to 
be  priced  out  of  the  market  by  present  tuition  increases  and  more  able 
to  increase  their  revenues  by  raising  tuitions  more  rapidly  without 
losing  their  ability  to  attract  good  students.  This  should  ensure  the 
contiiiu^  ability  of  private  liiglier  education  to  exist  on  a sound  finan- 
cial basis  and  will  strengthen  the  autonomy  and  diversity  of  American 
colleges  and  universities  generally. 

(3)  A loan  progiam  will  distribute  the  considerable  burden  of 
financing  higher  education  more  equitably. 
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It  will  render  it  unnecessary  for  parents  of  modest  incomes  to  foot 
most  of  the  bill  for  an  expensive  investment  which  will  deliver  its 
returns  in  a stream  over  their  children's  entire  working  lifetime.  This 
should  remove  a considerable  source  of  anxiety  from  the  financial 
plans  of  many  middle-income  families. 

A loan  program  will  also  remove  from  students  with  little  parental 
financial  support  the  burden  of  vi^orking  at  a poorly  paying  part-time 
job  while  pui’suing  their  education.  Even  the  relatively  small  numbers 
of  students  from  poorer  families  who  aie  admitted  to  higher  educa- 
tional institutions  tend  to  have  a disproportionately  high  dropout  rate 
(Froonikiiijpp  1, 12).  Surely  we  should  not  wish  to  add  to  the  handi- 
caps impos^  on  students  fi-om  i:>oor  (and  even  middle-income)  fami- 
lies by  forcing  work  at  a menial  job  to  take  up  time  which  more  for- 
tunate students  can  use  to  pursue  tlieir  studies. 

And  surely  it  is  an  example  of  gross  inefficiency  in  the  workings  of 
our  caintal  markets  when  students  who  will  soon  be  earning  $10,000 
2)er  year  are  forced  to  eke  out  a minimal  existence  with  the  aid  of  a 
menial  job  paying  $1.25  per  hour. 

It  is  quite  possible  that  a sharp  rise  in  tuitions  combined  with  a 
large  scale  loan  iwogmm  could  lead  to  a rise  in  demand  for  college 
education,  iraiticularly  among  poorer  high  school  graduates.  This 
would  result  if  the  effect  of  the  loan  program  in  iin2n*ovi ng  the  oper- 
ation of  the  capital  market  facing  students  more  than  oft’set  the  effect 
of  the  increased  price  of  tlie  education.  Even  if  the  loan  program  did 
not  fully  offset  the  effect  of  the  higher  tuitions,  a program  of  grants 
aimed  specifically  at  low  income  students  whose  decision  about  college 
attendance  is  particularly  price  elastic  (i.e.  sensitive  to  cost  changes) 
would  be  more  efficient  in  increasing  demand  than  would  an  equivalent 
sum  of  money  iised  to  provide  reduced  tuitions  for  all.  (For  evidence 
on  price  elasticity  of  college  attendance  broken  down  by  family  in- 
come level,  see  the  reference  to  the  work  of  Dr.  Stephen*  Hoenack  in 
the  HEW  report  cited  earlier  as  well  as  his  paper  in  this  volume) . 

(4)  Many  people  are  aware  that  student  determents  and  accelerated 
draft  calls  have  created  a less  than  ideal  student  attitude  toward  their 
education.  But  it  seems  to  me  that  the  draft  situation  has  combined 
with  the  relatively  slight  student  obligation  to  2)ay  for  the  direct  cost 
of  their  education  (eitlier  because  of  heavily  subsidized  tuitions,  or 
because  of  the  well  knowji  capital  market  iinperfections  which  force 
2mrents  to  foot  the  bill)  and  the  wides2^read  student  iinjn*ession  that 
producing  a .stimulating,  relevant  undergraduate  education  is  a goal 
witli  a distinctly  low  priority  in  most  schools,  to  create  a thoroughly 
unfoitunate  student  attitude  toward  higher  education.  Many  students 
have  come  to  view  their  undergraduate  years  as  a free  but  rather  dull 
sanctuary  from  a greater  evil . 

This  is  2>recisely  the  wrong  attitude  on  every  count. 

^ It  produces  resentment  against  the  college  administration  and  so- 
ciety alike  and  leads  to  a college  community  filled  with  far  too  many 
students  who  have  no  idea  wlnat  they  are  doing  there. . 

A student  who  has  not  developed  any  strong  academic  or  2>i*ofes- 
sional  motivation  to  attend  college  should  not  feel  trapped  in  school. 
Exempting  college  students  from  the  draft  has  had  an  enormously 
corrosive  effect  on  the  morale  of  many  college  communities. 
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Instead  of  viewing  college  as  a lesser  evil,  a student  should  realize 
that  a year  in  college  is  a costly  business,  frequently  requiring  several 
thousand  dollars  worth  of  labor  and  eapitcVi  which  could  be  employed 
productively  elsewhere.  If  a student  does  not  believe  that  he  is  receiv- 
ing professional  training  and/or  a stimulating  and  relevant  education 
wliich  justifies  this  expense,  he  should  feel  free,  indeed  he  should  be 
encouraged,  to  make  better  us  of  his  time.  A few  years  of  work  out- 
side of  school  can  often  produce  more  serious  students  with  a more 
clearly  defined  academic  or  professional  goal. 

Ihit  if  we  are  really  to  have  students  who  value  their  education, 
it  is  also  necessaiw  that  they  see  concrete  and  continuing  evidence 
that  providing  a relevant,  stimulating,  and  productive  education 
is  the  central  concern  of  college  administrators  and  teachers  alilce. 
Tliey  must  not  have  reason  to  believe  that  teaching  is  a peripheral 
matter  in  the  affaii's  of  a gi*eat  university  to  be  worried  about  in  an 
administrator’s  spare  time  when  matters  more  central  to  the  institu- 
tion’s prosperity  and  survival  have  been  taken  care  of. 

In  order  to  create  a more  desirable  set  of  student  attitudes  we  must : 
(a)  end  tlie  special  draft  status  enjoyed  by  students  (or  abolish  the 
draft)  (b)  encourage  students  to  pay  the  bullc  of  the  direct  costs  of 
tlieir  education  out  of  their  future  incomes  (c)  make  the  prosperity 
and  survival  of  colleges  and  universities  directly  dependent  on  their 
ability  to  attract  students  in  open  competition  a free  market. 

Draft  reform,  a greatly  expanded  program  of  student  loans,  and  an 
end  to  the  dual  tuition  system,  would  accomplish  all  three  goals  and 
miglit  go  a long  way  toward  both  improving  the  quality  of  the  educa- 
tion offered  to  undergraduates  and  reducing  the  frivolousness  and 
sense  of  alienation  which  too  often  characterizes  student  attitudes 
toward  their  education. 

Tentative  empirical  confirmation  of  the  link  between  tuition  financ- 
ing and  educational  excellence  comes  from  a study  of  a sample  of  40 
major  public  and  private  universities  done  by  Professor  Richard  B. 
Freeman  of  Yale  university.  Using  data  for  the  year  1962,  Professor 
Freeman  attempted  to  determine  which  variables  account  for  the  vari- 
ance in  the  faculty-student  ratio  among  40  institutions.  'Not  surpris- 
ingly, Professor  Freeman  found  that  the  most  important  single  factor 
was  the  institution’s  income  per  student  which  showed  a strong  positive 
correlation  with  faculty  per  student.  But  in  addition  the  multiple  re- 
gression equation  shows  a smaller  but  still  significant  positive  correla- 
tion lie  tween  average  student  fees  and  the  faculty -student  ratio.  There 
was  also  a significant  negative  correlation  between  government  aid 
per  student  and  the  faciSty-student  ratio.  Since  all  three  variables 
were  included  in  a single  multiple  regression  this  would  tend  to  indi- 
cate that  even  after  the  affect  of  increased  income  per  student  is  ac- 
counted for,  schools  which  rely  for  support  more  on  student  fees  and 
less  on  government  support  tend  to  have  more  faculty  per  student 
and  ]:)resumably  (though  not  necessarily):  smaller  classes  and  more  per- 
sonalized instruction.,  . . . 

. The  most  plausible  explanation  for  this  finding  is  that  schools  which 
charge  steeper  tuitions  must  attract  students  who  have  the  means  to 
go  elsewhere,  while  low  txxition  government  institutions  have  a, captive 
marketcomposedlargely  of  state  residents.  . ■ ^ 

No  doubt  a much  larger  study  using  more,  and  more  sophisticated, 


variables  than  this  one  would  be  needed  to  determine  tlie  precise 
relationship  between  methods  of  financing  and  educational  quality. 
Professor  Freeman  does  furnish  us,  however,  with  some  preliminary 
evidence  tliat  consumer  sovereignty  and  competition  in  education,  as 
elsewhere,  may  be  effective  tools  for  making  a major  American  indus- 
try more  respective  to  the  preferences  of  its  consumers. 


Up  to  this  point  I have  discussed  the  proposal  for  full  tuition 
financing  and  for  a comprehensive  program  of  student  aid  as  if  they 
were  part  of  an  inseparable  package.  This  has  been  a matter  of  con- 
venience and  I do  not  want  to  leave  the  impression  that  both  parts 
of  the  proposal  must  be  enacted  in  order  to  realize  the  benefits  already 
discussed.  Congress  does  not,  after  all,  have  the  authority  to  raise 
public  college  tuitions  and  if  the  success  of  a student  aid  program 
depends  on  a simultaneous  scrapping  of  the  dual  tuition  system  then 
the  whole  idea  is  a practical  impossibility. 

But  in  fact,  even  if  the  gap  between  public  and  private  school 
tuitions  is  not  narrowed  at  aU,  a generous  program  of  long  term 
loans  (hopefully,  though  not  necessarily  supplemented  by  a program 
of  grants  to  poor  students)  should  have  most,  of  the  salutory  effects 
inciitioned  previously,  albeit  to  a lesser'  extent. 

Long  term  loans  would  strengthen  consumer  sovereignty  in  higher 
education  b}^  giving  students  a wider  range  of  choice  in  picking  their 
school;  it  would  therefore  partially  destroy  the  captive  market  of 
the  public  institutions;  it  would  shift  outward  the  demand  for  private 
higher  education  and  would  thereby  prevent  private  schools  from 
pricing  themselves  out  of  the  educational  market;  it  would  make  it 
possible  for  all  students,  regardless  of  parent’s  income,  to  attend  any 
school  to  which  they  could  gain  admittance.  It  should  be  noted  that 
witli  the  exception  of  the  last  objective,  student  aid  alone  would  not 
be  as  effective  as  the  combination  of  student  aid  and  an  end  to  the 
dual  tuition' system. 

If  Congi'ess  made  long  term  educational  loans  readily  available  to 
all  fidl  time  students,  it  should  make  it  easier  for  State  legislatures 
to  cut  clown  on  their  skyrocketing  subsides  to  higher  education. 
State  expenditures  on  public  higher,  education  more  than  doubled 
from  1959-65,  increasing  from  $1,353,000,000  to  $2,94:7,000,000.  This 
was  an  . annual  average  rate  of  growth  of  13.9%  (HEW  report. 
Appendix  A),  In  view  of  the  escalating  financial  difficulties  facing 
ihan}^  state  governments,  the  existence  of -a;  large  scale  Federal  loan 
progi'am  might  well  ' tempt  many  rtate  legislatures^  to  cut  down  these 
subsidies  of  at  least  slow  down  their  rate  of  growth  by  raising,  tuitions 
faster  than  they  otherwise 'might  have.  Any  resulting  narrowing  of 
the  tuition  gap  should  improve  the  operation  of  the  educational  market 
by:  forcing  rtu dents  to  i choose  schools,  on  the  basis  df  real  cosrts  and 
benefits  instead  of  on  the  socially  irrelevant  basis  of  the  size -of  the 
subsidy.  ' • . ' ; ' 

If  a Federal  loan  and  grant  program  did  induce  rtates’ to  raise 
public  school  tuitions  faster  than  they  otherwise  would  have,  it  would 
have  the  side  effect  of  redistributing  the  burden  of  government  spend- 
ing on  higher  education  from  the  States  to  the  Federal  Government. 
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INTIIODIJCTIOX 

As  I write  this  paper,  ITaiwarcl,  America’s  oldest  and  ^eatest  niii- 
versit3%  is  being  torn  apaii:  by  student  dissent.  The  same  and  mucli 
worse  is  true  in  many  parts  of  this  country  and  almost  all  over  the 
world.  Up  to  the  moment  of  writing  at  least,  MIT  is  not  completely 
serene,  but  life  is  manageable  and  quiet  enough  for  most  faculty  and 
students  to  work  on  problems  of  research,  on  the  specific  discipline 
that  they  came  to  MIT  to  work  on  or  to  learn.  Let  me  tiy  to  identify 
some  of  the  reasons  and  causes  of  student  disruption  in  this  couiitrj’, 
difficult  and  tentative  as  this  analj^sis  may  be,  and  to  2n-opose  some 
basic  remedies  which  might  relieve  the  immediate  stresses  and  set  a 
basis  for  sound  reform  for  the  long  2>ull, 

At  an  MIT  colloquium  discussion  of  the  teaching  of  physics  at 
Moscow  State  University,  a visiting  Russian  Academician,  Lev  A. 
Artsimovich,  remarked  tliat  the  stiuleiits  at  Moscow  State  University 
wei*e  not  disruptive — they  are  too  bu.sy.  Tliese  students  have  thirty- 
five  hours  per  week  of  meetings  with  faculty,  more  ihan  three-quarters 
of  which  are  in  the  form  of  lectures  oi*  seminars.  Imagine:  they  ab- 
sorb facts  all  and  stiuty  each  night,  preparing  for  highly  competi- 
tive and  difficult  examinations.  The  physics  students  study  no  sub- 
jects but  mathematics  and  physics.  We  have  seen  the  product  of  such 
narrow  and  forced  discipline.  Having  seen  it  in  Germany,  we  surely 
do  not  want  nny  such  thing  here,  and  some  of  us  are  afraid  of  it  in  the 
U.S.S.R. 

The  situation  at  MIT  is  different  from  Sfoscow  State  University, 
but  not  entirely.  Most  of  the  students  at  MIT  work  diligently  on  nai*- 
roTv  disciplines— a greater  variety  than  do  students  at  Moscow  State 
University  to  be  sure — but  they  work  mostly  on  topics  and  at  paces 
set  by  the  faculty^,  set  by  the  traditional  styles  of  learning  and  of 
evaluation,  by  examinations  and  the  subsequent  awarding  of  creden- 
tials. This  method  has  long  been  used  but  never  sufficiently  examined. 
I regard  these  traditional  styles  as  intellectual  prisons^  and  so  do  many 
of  the  students.  In  an  attempt  to  engender  breadth  of  undeistanding, 
most  American  college  students  are  requii*ed  to  study  at  one  time — 
and  often  for  four  years — four  or  five  disparate  subjects.  No  pro- 
fessional humanist,  engineer,  natural  scienti^,  or  social  scientist  works 
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this  way,  either  on  research  or  while  he  is  tr^^ing  to  learn  a new  sub- 
ject. He  puts  his  full  effort  into  what  he  is  doing,  narrow  as  that  may 
be.  And  if  he  broadens  his  Imowledge,  he  does  so  by  going  at  different 
subjects  this  way  at  different  times.  One  can  disagi*ee  by  citing  exam- 
ples of  the  physicist  who  plays  quartets  some  evenings  or  the  lawyer 
who  is  an  amateur  astronomer.  But  the  important  issue  is  that  the 
faculties  of  the  colleges  require  their  students  to  work  and  learn  in 
a way  that  they  would  recognize  as  unrealistic,  if  they  thought  hard 
about  how  they  themselves  function.  There  is  no  basis  for  complacency 
about  the  effectiveness  of  our  educational  system.  The  traditional  pat- 
terns of  educational  requirement  have  not  produced  a really  educated 
public,  one  which  respects  learning  and  creation  at  least  as  much  as  it 
does  wealth,  possessions,  or  adornments.  This  makes  me  sound  as  if 
I wanted  everyone  to  be  as  serious  as  I am  when  I am  serious,  and  as 
frivolous  as  I am  when  I am  frivolous. 

No,  the  problem  is  that  by  tradition  we  are  not  supposed  to  enjoy 
our  work,  that  we  should  not  want  to  work  for  its  own  sake.  I was  a 
Boy  Scout,  and  I was  supposed  to  be  “trustworthy,  loyal,  helpful, 
friendly,  couiteous,  kind,  obedient,  cheerful,  thrifty,  brave,  clean,  and 
reverent.”  Say  these  words  slowly.  There  is  no  sense  of  delight,  no 
feeling  of  choice;  no  word  suggests  that  you  have  examined  what  you 
are  doing  and  are  doing  it  because  it  is  what  yotc  really  want  to  do. 

Now,  with  that  statement  of  where  I stand,  let’s  look  at  the  college 
disorders.  The  students  at  Moscow  State  University,  we  are  told,  are 
not  striking,  revolting,  or  burning  chapels.  Neither  do  we  hear  that 
they  are  being  clubbed,  gassed,  or  expelled.  Tliey  have  heard  of  Siberia 
and  fear  it,  but  they  want  to  study  what  they  study  because  they  know 
it  is  by  far  the  best  route  to  a full  life  in  a country  whose  customary 
policy  it  is  to  bend  the  individual  to  the  purposes  of  the  state.  Take 
the  case  of  Andrei  SaJdiarov,  the  man  largely  responsible  for  invent- 
ing the  Soviet  H-bomb.  He  wrote,  with  consultation  and  help  from 
many  of  his  colleagues,  a manifesto  which  was  published  in  its  en- 
tirety in  The  New  York  Times  of  July  22,  1968.  It  would  be  a re- 
markable document  for  an  American;  it  is  .super- remarkable  for  a 
Russian  in  the  U.S.S.R.  Let  me  quote. 

“In  conclusion,  I will  sum  up  some  of  the  concrete  proposals 
of  varying  degrees  of  importance  that  have  been  discussed  in  the 
text.  These  proposals,  addressed  to  the  leadership  of  tlie  country, 
do  not  exhaust  the  content  of  the  article. 

(1)  The  strategy  of  peaceful  coexistence  and  collaboration 
must  be  deepened  m every  way.  Scientific  methods  and  principles 
of  international  policy  will  have  to  be  worked  out,  based  on 
scientific  prediction  of  the  immediate  and  more  distant  conse- 
quences. 

(2)  The  initiative  must  be  seized  in  working  on  a broad  pro- 
gram of  struggle  against  hunger. 

(3)  A law  on  press  and  information  must  be  drafted,  widely 
discussed  and  adopted,  with  the  aim  not  only  of  ending  irrespon- 
sible and  irrational  censorship,  but  of  encouraging  self-study  in 
our  society,  fearless  discussion  and  the  search  for  truth.  The  law 
must  provide  for  the  material  resources  of  freedom  of  thought. 

^ (4)  All  anticonstitutional  laws  and  decrees  violating  human 
rights  must  be  abrogated. 
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(5)  Political  prisoners  must  be  amnestied  and  some  of  the  recent 

’ i,  the  Daniel-Siny- 


political  prisoners  must  be  promptly  relaxed. 

(6)  The  exposure  of  Stalin  must  be  carried  through  to  the  end, 
to  the  complete  truth,  and  not  just  to  the  carefully  weighed  half- 
truth  dictated  by  caste  considerations.  The  influence  of  neo-Stalin- 
ists  in  our  political  life  must  be  restricted  in  every  way  (the  text 
mentioned,  as  an  example,  the  case  of  S.  Trapeznikow,  who  enjoys 
too  much  influen<^) .” 

Ideas  like  these  might  well  be  regarded  as  treasonous  in  all  but  a 
few  countries  of  the  world.  In  fact,  many  of  us  ^yho  read  the  paper 
were  fearful  for  Sakharov's  safety.  But  he  is  e\ddently  not  in  jail, 
nor  indicted.  He  is  free  to  work  on  physics.  And,  so  I am  told,  are  all 
of  his  colleagues  who  helped  with  the  famous  paper — free  to  work 
as  tliey  choose.  It  may  not  surpr*ise  anyone  to  learn,  however,  that 
Sakharov  has  lost  his  security  clearances,  his  privilege  to  work  on 
military  weapons  or  government  committees,  just  as  J.  Eobert  Op- 
penheimer  lost  them  here  in  1954.  But  Sakharov  has  not  lost  any  of 
his  prestige,  his  freedom,  or  his  friends.  He  is  protected  by  his  intel- 
lectual powers  and  his  intellectual  achievements.  He  and  the  like  of 
hiin  are  regarded  as  a resource  that  his  country  cannot  easily  do 
without. 

But  what  is  my  point  in  bringing  up  Sakharov?  I am  told  that  in 
Eussia — Czarist  and  Soviet — there  has  long  been  a tradition  of  great 
respect  for  the  intellectual.  Learning  is  one  major  road  to  a full  and 
enjoyable  life,  even  in  an  otherwise  liighly  suppressive  society.  Why 
should  a university  student  fight  what  is  the  ibest  way  for  liim  to 
achieve  full  stafus  in  the  intelligentsia,  with  its  bounty  of  internal 
and  external  rewards? 

Wiiat  is  the  matter  in  our  country?  Our  students  have  freedom.  In- 
deed, as  citizens,  they  enjoy  all  of  the  freedoms;  as  students,  very  few. 
In  our  colleges  and  universities  we  try  to^  educate  a large  fraction 
of  tJie  public  for  lives  which  do  not  require  continual  involvement 
in  inteuectual  matters  in  order  to  remain  wealthy,  healthy,  and 
frivolous,  or,  for  that  matter,  trustwoithy,  loyal,  helpful,  friendly, 
coui-teous,  kind,  obedient,  cheerful,  thrifty,  brave,  clean,  and  reverent. 

Here  is  a statement  made  in  a speech  at  Yale  University  in  April 
1969  by  John  V.  Lindsay  the  Mayor  of  New  York  City. 

^‘If  you  wonder  why  so  many  students  seem  to  take  the  radicals 
seriously,  why  they  seem  to  listen  to  clearly  unacceptable  pro- 
posals and  tactics,  ask  yourself  what  other  source  in  the  past  has 
won  for  itself  the  confidence  of  young  people. 

"‘Is  it  the  Government  telling  us  that  victoiy  in  Vietnam  was 
around  the  corner,  or  that  we  fight  for  a democratic  ally  that 
shuts  down  newspapei*s  and  jails  the  opposition  ? Is  it  the  military, 
explaining  at  Bemtre  that  ‘it  became  necessary  to  destroy  the  town 
in  order  to  save  it’?  Is  it  the  moralizer,  warning  of  the  illegality 
of  marijuana  smoldng  as  he  remembers  fondly  Ihe  good  olcTdays 
of  illeg^  speak-easies  and  illegal  bathtub  gin  ? Is  it  the  television 
commercial,  promising  an  afternoon  of  erotic  bliss  in  Eden  if  you 
only  smoke  a cigarette  which  is  a known  killer?  Is  it  the  univer- 
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sity,  which  calls  itself  a special  institution,  divorced  from  worldly 
jpursuits,  while  it  engages  in  real  estate  speculation  and  helps  plan 
and  evaluate  projects  for  themilitary  in  Vietnam?” 

The  Mayor's  statement  includes  many  sources  of  students-  discontent, 
but  omits  what  is  to  me  one  of  the  most  important : the  unsatisfacto^ 
state  of  our  educational  system.  Awareness  of  this  additional  trouble 
helps  us  to  see  why  our  students  are  behaving  as  they  are.  I am  not 
referring  to  the  radicals,  the  leaders  of  the  extreme  left  or  right.  I 
refer  to  that  large  number  of  moderates  from  the  middle  class  whose 
frustrations  lead  them  to  support  the  extremists  in  any  disagreement 
with  authority,  be  that  authority  the  administration,  faculty,  or  the 
police.  Some  of  us  in  the  colleges  and  universities  try  very  hard  to 
listen  to  the  students,  but  it  is  sometimes  difficult  to  decode  their 
messages.  Perhaps  they  are  saying,  “We  are  imprisoned  in  the  educa- 
tional system;  we  are  frightened  oy  war  and  threats  of  war;  we  are 
appalled  by  injustices;  and  we  are  paralyzed  by  the  feeling  of  power- 
lessness that  is  shared  by  the  public  generally.”  If  this  is  what  the 
studente  are  saying,  then  we  understand.  But  this  is  only  our  best  guess. 

As  professional  educators,  what  could  we  do  to  help?  What  should 
we  do?  First  let  me  quote  from  a speech  by  Stephen  J.  Tonsor,  Asso- 
ciate Prof^sor  of  History  at  the  University  of  Michigan,  a speedi 
endorsed  by  President  Nixon.  The  speech  appears  in  the  May  5, 1969 
\^\x^  oiThe  Chronicle  of  Higher  Eduaatim. 

“The  possibility  for  educational  diversity  in  America  is  im- 
mense; but  in  reality  American  education  is  homogeneous  and 
uniform. 

“The  privately  endowed  colleges  do  poorly  what  the  state  uni- 
versities do  only  a little  better,  and  a handful  of  determinative 
major  universities,  as  alike  as  peas  in  a pod,  set  the  tone  and 
direction  for  the  whole  educational  enterprise.  ■ . * 

“American  education  has  become  a single  mechanism,  its  pro- 
fessors and  students  interchangeable  parte.  Under  these  circum- 
stances, even  student  riots  are  monotonously,  repellently,  alike. 

“Among  the  most  important  functions  of  education  is  that 
of  widening  the  options  available  to  men  iii  the  solution  of  their 
problems  and  in  the  improvement  of  the  quality  of  their  lives, 
yet  our  universities  steadily  diminish  and  dilute  the  differences 
between  themselves. 

“Students  are  still  able  to  choose  the  quality  of  their  educa- 
tions; they  are  unable,  however,  to  do  much  through  their  own 
choices  about  the  kind  of  education  they  receive. 

“It  is  important  that  we  re-establish  a free  market  in  education. 

“It  is  iniportant  that  the  church- related  schools  survive,  not  as 
a secularized  ghost  of  its  former  self  but  as  a school  with  a gen- 
uinely religious  vision  of  the  world,  a school  in  which  men  learn 
to  serve  God  and  their  fellow  men  rather  than  themselves. 

“It  is  important  that  private  humanistic  colleges  with  their  com- 
mitment to  civilization  and  d^orum  and  their  quiet  emphasis 
on  freedom  remain  an  importaht  constituent  of  our  educational 
system. 

“We  cannot  have  this  diversity,  however,  until  the  Federal  and 
the  state  governments  drastically  alter  the  role  they  play  in  fi- 
nancing higher  education, 
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“American  education  will  become  diverse  and  relevant  to  the 
needs  of  both  the  student  and  the  nation  when,  and  only  when, 
the  student  is  forced  to  pay  a very,  substantial  portion  of  the  total 
costs  of  his  education .. . , . 

“State  .schools  which  compete  unfairly  with  private  schools 
through  discriminatory  tuition  rates  have  been  the  chief  force  in 
leveling  and  homogenizing  American  education. 

“Indiscriminate  Federal  grants  on  the  basis  of  administrative 
judgment  rather  than  student  choice  have  only  reinforced  this 
movement  toward  uniformity. 

“If  we  genuinely  desire  diversity  we  will  do  all  in  our  power  to 
encourage  students  to  pay  for  their  education  tlirougli  a tax  on 
future  earnings.  If  we  genuinely  wish  diversity,  we  will  insist' that 
such  educational  grants  as  are  made  by  the  Federal  govemment 
will  be  made  dii*ectly  to  the  student  rather  than  to  institutions  of 
higher  education. 

“Only  when  there  is  a free  market  in  education,  with  the  stu- 
dent and  his  parents  able  to  choose  from  among  schools  diverse 
in  kind  and  quality^  will  we  be  able  to  say  honestly  to  students, 
We  do  not  pretend  to  supply  the  sort  of  education  you  wish  or 
need.  If  you  really  want  a totally  unstructured,  ungi'aded  course 
of  study,  segregated,  revolutionary,  and  socially  relevant,  you  can 
get  it  at,  let  us  say,  Columbia,  or  Brandeis,  or  Kutgers,  but  you 
can’t  get  it  here.’ ” 

“ A free  market  in  education”  _is^  one  of  the  very  few  mechanisms 
for  forcing  the  colleges — the  administrators,  the  faculties,  the  trustees, 
the  legislators — to  pay  real  attention  to  the  students’  real  needs.  We 
in  the  colleges  must  listen  to  students  and  try  to  decode  what  they 
have  not  found  themselves  able  to  articulate.  It  is  not  only  Mayor 
Lindsay’s  list  of  troubles  that  we  need  to  hear  and  to  respond  to.  We 
must  add  to  the  Boy  Scout  creed — which  indeed  describes  the  vast 
majority  of  American  college  students — another  list  of  virtues.  Stu- 
dents must  be  intellectually  honest,  independent,  imaginative,  un- 
prejudiced, observant,  self-critical,  as  objective  as  possible,  curious, 
skeptical  to  a point,  bold  as  well  as  courageous,  irreverent  when  nec- 
essary, open  to  novelty,  and  hard  w'orking.  With  such  attributes,  real 
use  could  be  made  of  learning. 

“ To  establish  a free  market  means  that  the  students  have  the  power 
to  decide  where  they  go  to  school,  liow  long  they  stay,  wliat  and  Jiow 
to  study.  I believe  that  they  should  not  be  given  these  choices  com- 
pletely gratis— in  the  form  of  scholarships,  grants,  free  tuition,  pa- 
rental support,  and  such.  Partial,  yes;  total,  no.  But  they  should  be 
able  to  borrow,  on  their  owu  signatures,  in  ways  which  are  not  ter- 
rifying to  a provident  young  person.  A loan  which  is  an  albatross 
is  not  attractive,  and  should  not  be.  Therefore  we  need  a loan  plan 
that  prorides  mechanisms  to  spread  tlie  risks  over  large  numbers  of 
people,  just  as  insui-ance  policies  do. 

. Fortunately,  such  a recommendation  exists  and  is  non-partisan.  It 
is  not  tagged  with  any  one  person’s  name,  but  was  independently 
invented  iri  one  form  or  another  by  at  least  six  people,  mostly  econ- 
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omists.  A version  of  it,  called  the  Educational  Opportunity  Bank, 
came  out  of  a panel  in  the  Executive  Office  of  the  President,  a panel 
organized  by  President  John  F.  Kennedy.  The  recommendation  of 
the  panel  is  as  follows: 

“The  Panel  recommends  establishment  of  a bank,  which  might 
be  called  the  Educational  Opportunity  Bank  (Ed  Op  Bank),  as 
an  agency  of  the  Federal  Government.  In  order  to  obtain  funds, 
the  Bank  should  be  authorized  to  borrow  money  at  going  Govern- 
ment rates.  It  should  be  authorized  to  lend  money  to  postsecbndary 
students,  regardl^s  of  the  student’s  resources.  A student  should 
be  able  to  borrow  enough  money  to  cover  his  tuition,  costs,  and 
subsistence  atwhatsver  college,  university,  or  other  pbstsecondary 
institution  he  is  admitted  to.  The  Banic  would  recoup  their  loans 
through  annual  payments  collected  in  conjunction  with  the  bor- 
rower's future  income  tax.  At  the  time  a loan  was  graiuted,  the 
borrower  would  pledge  a percentage  of  his  future  income  for  a 
fixed  number  of  years  after  graduation.  The  Panel  recommends 
that  the  number  of  years  for  repayment  be  30,  or  perhaps  40, 
years.  This  period  would  be  a fixed  term  for  all  boiTowei*s.  The 
percentage  of  income  ^pledged  ; would  be  proportional  to  the 
amount  borrowed.  Preliminary  estimates  are  that  the  Bank  could 
be  self-sustaining  if  it  charged  borrowers  1%  of  gross  income 
over  30  years  for  each  $3,000  borrowed. 

“'Diis  might  be  considered  not  a ‘loan  program’  at  all,  but  a 
device  for  enabling  students  to  sell  participation  shares  in  their 
future  incomes.  For  purposes  of  clarity  we  refer  to  the  proposal 
as  one  for  ‘contingent-repayment  loans’  and  to  present  programs 
as  ‘fixed-repayment  loans.’  Contingent-repayment  loans  have  three 
principal  advantages  to  the  individual  over  present  fixed-repay- 
ment programs: 

1.  No  student  borrower  would  have  to  worry  about  a large  debt 
he  could  not  repay.  If  he  entered  a low-income  calling,  or  were 
unsuccessful  in  a normally  affluent  one,  his  obligation  to  the  Bank 
would  decrease  proportionately  to  his  income  for  that  period. 
(Indeed,  if  a borrower’s  income  fell  below  a certain  level,  e.g., 
because  of  illness,  his  obligation  for  that  year  might  even  be  com- 
pletely forgiven.) 

We  anticipate  that  this  would  make  students  much  more  willing 
^ than  they  currently  are  to  borrow  for  higher  education.  . Students 
• from-low-  and  middle-income  families  would  no  longer  be.  at  a 
significant  financial  disadvantage  in  seeking  higher  education  and 
would  be  almost  as  free  as  students  from  wealthy  families  to 
choose  among  the  colleges  for  which  they  are  academicaUy  quali- 
■ fied;  As  a result,  the  proportion  of  low-income  studente  attending 
college  might  increase  appreciably,  and' the  proportion  able  to 
attend  colleges  well  suited  to  their  needs  might  increase  substan- 
, tiaHy.  . ' . . . 

2.  By  spreading  repayment  over  30  or  40  years  instead  of  10, 
the  Bank  would  make  it  feasible  for  individuals  to  borrow  much 
larger  sums  than  are  currently  allowed.  Estimates  suggest  that 
the  Bank  could  break  even  if  it  charged  borrowers  1 percent  of 
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gi’oss  income  over  30  years  for  each.  $3,000  borro'wed.  Currently 
authorized  loan  programs  have  fi  4-year  maximum  of  $5,000,  Five 
thousand  dollars  will  not  coyer  subsistence  and  tuition  expenses 
for  4:  years  at  most  residential  colleges  or  at  most  private,  com- 
muter colleges.,.  , ■ 

The  Banlc  would  be.able  to  lend  enouglr  to  cover  subsisteuce  and 
tuition  at  any  college.  Tliis  would  .currently  mean  a 4-year  maxi- 
mum loan  of  at  least  $15,000,  rising  in  subsequent  years.  We  doubt 
that,  many  students  would  choose  to  borrow  this  heavily,  since 
this  would  mean  committing  about  5 percent  of  their  future  earn- 
ings, Nonetheless,  the  option  would  be  available  to  the  poor  but 
ambitious  student  wiio.  wanted  to  attend  an  expensive  private 
college  but  could  not  obtain  adequate  scholarship  assfetance. 

3.  The  availability  of  loans  would  not  be  directly  affected  by  the 
stataof  the  money  mar.ket. 

“The  Bank  could  differ  from  existing  Federal  loan  programs 
in  another  important  respect ; it  could  probably  be  financially  self- 
sustaining.  However,  tlie  Bank  might  also  be  subsidized  by  the 
Federal  Government  in  the  same  way  that  present  loan  programs 
are  subsidized.  The  extent  to  which  the  Bank  might  be  used  as  a 
channel  for  Federal  subsidies  for  education  could  be  easily  ad- 
justed by  Congress  at  any  time.  The  Bank  itself  would  be  both 
visible  and  usefol  whether  or  not  it  was  subsidized. 

^^The  Banlc  is  not  a svj)stitute  for  other  Federal^  Siate^  locals  or 
private  programs.  Indeed,  it  is  hoped  that  these  programs  would 
continue  to  e^and:” 

I believe  that  the  Educational  Opportunity  Bank  has  many  virtues 
beyond  the  primary  one  of  proviaing  loans  for  which  repayment  is 
contingent  on  the'bprTO^yer’s  later  ability  to  pay.  But  three  strike  me  as 
having  transcending  importance. 

. 1.  The  Bank  would  make  it  possible  for  any  student  to  pay  his  own 
way,  if  necessary,  at  any  collegCj  university,  or  other  post-secondary 
institution  to  which  he  could  gam  admission:  At  the  samh  time,  tliis 
proposal  does  not  interfere  wim  support  of  education  by  Ipeal,  State, 
or  Federal  Governments.  Further,  in  no  way  does  this  pro-am  abro- 
gate the  right  of  any  future  Congress,  br  force  on  it  the  need,  to  appro- 
priate funds  if  it  does  not  wish  to  do  so. 

2.  Large  government  programs,  whether  they  entail  grants,  sub- 
sidies, scholarships,  or  other  allocations,  are  most-easily  administered 
when  there  is.no  need  for  discrimination  among  recipients.  The  pro- 
posed program  requires  no  one  to  decide  between  the  rich  and  tlie 
poor,  or  among  the  merits  of  various  cities.  States,  institutions,  etc.  It 
needs  no  peer-group  evaluations^  ho  political  pressures,  no  compro- 
mise among  the  various  aspects  of  civil  rights. 

3.,Tf  this  borrowing  program 'became  popular  and  if  a substantial 
portion  of  higher  education  were  in  fact  paid  for  by  tuition  and  sub- 
sistence charges,  the  flexible  funds  of  private  foundations  might  be 
used  in  flexible  ways  for  innovation,  improvement,  research  and  de- 
velbpnient,  and  in  tbb  future  might  result  in  a better  understanding  of 
the;  pibcesses  of  learning  and  of  educ^^^  ■ 
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A similar  plaii/tiie  Nation^^^  Loan'Bahk/appears  in  a fine 

form  in  a report  entitled  Toward  a Long-Range  Plan  for  Federal 
Firiancial Support  for  Higher  Education  which  was  i^ued  by  Wilbur 
J.  Cohen  in  January  of  this  year. 

“To  remedy  the  deficiencies  in  the  present  Federal  programs 
for  student  loans,  the  NSLB  is  proposed.  The  NSLB  would  be  a 
nonprofit,  private  corporation  established  by  the  U.S.  Government. 
The  NSLB  would  issue  ite  own  securities  to  raise  capital  for 
student  loans  and  would  make  loans  at  fixed  interest  rates.  It 
would  repla:ce,  the  guaranteed  loan  program.  The  NSLB  would 
have  the  following  reatures : 

“The  Bank  would  lend  any  eligible  undergraduate  student  or 
graduate  student  (or  medical,  dental,  etc.)  an  amount  each  year 
which  could  not  excted  his  tuition  and  living  costs  minus  any 
Federal  aid  received.  Eligibility  would  be  based  solely  on  enroll- 
ment in  an  institution  of  higher  education  and  would  extend  for 
lip  to  5 years  at  the  undergraduate  level  and  5 years  at  the  grad- 
uateleyel.  . 

, . “The  NSLB  would  devise  methods  of  repayment  that  allow  for 
various  terms  extending  up  to  30'  years.  Provision  would  be  made 
for  rising  repayments  over  time  (in  keeping  with  income)  or 
. constant  annual  payment  at  the  option  of  the  borrower. 

“Interest  during  enrollment  would  be  paid  by  the  Federal  Gov- 
ernment. Interest  charges  would  be  set  in  such  a way  that  there 
would  be  w subsidy  during  the  repajunent  period. 

“Federal  loankmight  be  repayabte  through,  the  Internal  Rev- 
enue System.  Even  without  this  feature,  the  NSLB  would  prob- 
ably have  relatively  lower  collection  costs  than  banks  do  under 
. the  present  guaranteed  loan  program.  \ ‘ 

“The  Federal  Government  would  rmmburse  the  Bank  for  losses 
due  to  death,  disability,  or  default,  as  at  present.  In  addition,  a 
feature  might  be  added  which  would  allow  for  a limited  form  of 
pooling  or  mutualization  of  risk.  For  any  year  in  which  a bor- 
rower’s income  falls  below  certain  levels,  a.  portion  of  the  loan 
pajrment  for  that  year  would  be  cancelled.  This  feature  could  be 
designed  to  affect  6-10  percent  of  the  scheduled  repayments.” 

The  report  of  the  Garnegie  Commission  on  HigherEducation,  Qual- 
ity and  Equality;  New  Levels'  of  Federal  Responsibility  for  Higher. 
makes  the  same  recommendation. 

“The  Commission  recommends  that  a Federal  contingent  loan 
pi*0OTam  be  created  for  which  all  students,  regardless  of  need, 
would  be  eligible.  With  interest  figured  on  the  hasis  of  Federal 
borrowing  Costs,'  the  program  should  be  self-sustaining,  except  for 
administrative  costs,  which  would  be  met  out  of  appropriations. 
Undergraduates  would  ‘be  ■ eligible  ip  borro'vy ' up'  to  ■ $2,500  per 
year,  and  graduate  students  up  to  $3,‘50d  per  year;; fpi^  educational 
purposes.  No  student  should  be  entitled  ^o!^ receive/ more  in  loans, 
all  types  of  grants,  and  work-study  paym'cnts> ini  any  year  than 
the  costs  of  education,  including  subsistence:COstsyaj^  officially  rec- 
ognized by  the  institution  in  which  he-is‘erifdllcd?'^  ' ’ 


“The  prograjn  would  be  administered  through  the  institutions 
of  higher  education,,  which  wdl  have  the  relevant  information 
on  grants  and  worlr-study  payments  to  loan  applicants. 

^^Level  of  fxmdmg : A loan  pro^am  of  this  sort  must  be  viewed 
as  clearly  experimental;  it  is  difficult  to  predict  the  extent  to 
which  it  will  be  used.  But  if  loans  are  to  be  made  available  to 
students  without  reference  to  need,  it  will  be  necessary  to  have 
: the  initial  level  of  funding  for  the  loan  pro^am . ‘high  enough  to 
eliminate  any  requirements  for  setting  priorities  among  loan  ap- 
plicants. The^  Commission  suggests  that  funding  be  made  avail- 
able to  provide  student  loans  totaling  $2.5  billion  in  1970-71, 
possibly  increasing  to  as  much  as  $5  billion  in  new  student  loans 
in  1976-77. 

“It  is  also  difficult  to  predict  the  level  of  Federal  expenditures 
which  would  be  required  by  this  loan  program.  Although  de- 
signed to  be  self-supporting,  the  program  would  inquire,  par- 
ticularly in  the  initial  years,  annual  Federal  appropriations 
amounting  to  perhaps  5 percent  of  new  loans  committed  that 
year  for  administrative  costs  and  contingencies.  This  would 
amount  to  about  $125  million  in  .1970-71,  rising  to  $250  million 
in  1976-77.” 

All  of  these  proposals  urge  equally  strongly  that  we  not  tlmow  out 
the  baby  with  the  bath  water.  Clearly,  no  one  method  of  financing 
higher  i^ucation  would  be  either  adequate  or  proper.  There  is  a spec- 
trum of  funding  which  encompasses  all  levels  of  dependability.  To  use 
jargon,  there  are  various  forihs  of  “hard”  money  and  many  sources 
of  “soft.”  This  is  just  as  applicable  to  support  direct  to  the  colleges 
as  to  support  of . the  students.  A contingent  loan  program  must  be 
seen  as  a portion  of  that  pari  of  college  support  supplied  by  the  stu- 
dents themselves.  I dread  to  think  of  the  possibility  of  havmg  all  of 
the  power  in  the  hands  of  the  young  people.  Some  I’ights,  sover- 
eignty, duties,  and  judgments  must  be  left  in  the  hands  of  the  people 
who,  year  after  year,  remain  employed  by  f he  colleges.  It  is  only  they 
who  cpi  effect  the  changes  .that  are  needed.  Here,  for  instance,  is 
a partial  list  of  topics  to  cope  with.  . 

Problems  Facing  Insth'tttions  oe  Higher  Learning— -CoujEges  & 
, . ^ Universities  ; . 

I.  Finances: 

/ , . 1.  Endowments 

2.  Costs  and  prices— tuition— subsistence 

3. :  Income 

4.  Dependence  on  government  (State  and  Federal) 

5.  Dependence  on  foundations 

6.  Building  ownership  versus  rent  : 

7.  Obsolescence  of  plant 

8.  Inflation — deflation 

;•  :9.  Student  loans 

10.  Scholarships 

11,  Over-commitment  ;i 
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II.  Faculty: 

.1.  Morale  and  status  ’ 

' ' ’ 2.  Tenure— promotion-position  ■ 

3.  Quality  ^ . 

4.  Rejuvenation — sabbatical  leave-^in-service  study 

5.  Preparation  of  college  teachers 

6.  Part-time  faculty 

7.  Recruitment — young  faculty  members— graduate 

dents 

8.  Selection 

9.  Freedom 

10,  Mobility 

11.  Individual  entrepreneurship 

III.  Students: 

1.  Variety  of  goals 

2.  Types  and  variety  of  attitudes  ; - ^ ^ 

3.  Independence— non-dependence 

4.  Ouidahce  : 

don  systems 
buddy  systems 
family  groups 
fraternities 

; ! . livinggroups  ! . 

• 5.  Morale  ^ 

6.  Sex  and  the  campus  _ 

. 7.  Women  students  ■ 

• ‘ 8.  Discipline  = ^ 

9.  Morals  and  behavior : 

^al  absolute  \ 

(b)  relative  ' 7 

10.  Mobility  of  students  about  andinmahy  institutions 

11.  Early  marriage  and  early  children  ■ ' 

12.  Learning  styles  ; . ; ' 

IV.  Space, EquipTTient, andFctcilities. \ ^ ‘ ^ ^ “ -I 

1.  Laboratories  • ’ ' ' " ’ ^ 

2; ‘Libraries  ' r- ^ ^ 

3.  Dor^tories  and  Dining  ^ ^ 

4.  Clinics. 

5.  Large niiiscie-^activity places  >• 

6.  Theatres  • ’ ^ 

7.  Studios  V : • 

8.  Noplace  to  sit  , , • 

9.  Individual  working  spaces  ^ 

10.  Cla^rooms — seminars ' , . ■ //  ^ . 

11.  Audio-visual  aids  . ' ^ : 

12.  Computers  ^ . . . 

13.  Museums,  displays,  and  workshops  ' . 
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V.  GeneT(£L  Adimnut^ 

1.  Semesters,  trimesters,  months,  and  other,  calendar  ques- 

tions 

2. ;  Admissions  mechanisms ; 

3.  Educational  mechanisms  . , . . . . 

4.  Fieldwork  v-  - / 

: 5i  .Gommitt^ ; - . ; . ' 

6.  Registration 

7.  Computerization 

8.  Scheduling. 

9.  Courses  versus  independent  or  individual  work  ’ 

10.  Grades — ratings 

11.  Examinations  and  quizzes 

VI.  Oiimeula^SuhjeGts^or  what  goes  oninschopl;^  ' 

1.  Math  and  sciences  •; 

2.  Humanities-— including  drama  and-the  literary  arts 

3.  Study  of  people  in  groups — including  anthro^Dology  and 

economics 

4.  Study  of  individual  human  behavior  (personality  and 

eniotion)  - ^ ‘ : -V 

5.  Music  and  visual  arts  ^ : . , V ' 

6.  Communications — ^including  sci^tific  study  and  other  in- 

cluding languages  (reading,  writing,  listening,  and 
speaking)  . ; [ ... 

7.  Histories — including  archeolpgjr  , ; 

8.  Professions  such  as  law,  medicine,  journalism,  business : 

( a)  for  professionals  ’ ; - . 

fb)  for  non-prof essional^Sr  ; 

(c)  for  other-professionals  . \ ; 

. : 9,  “Education”  and.. relations  with  schools  ^ ^ 

10.  Graduate  ■ M ^ . ; 

11.  Postgraduate  :v  • . 

VII.  Actwity  now  called  Peri'phoral^  ExtrarGnrricidar^  etc,: ^ - 

1.  Public  service  activities : . ; ^ ' 

(a)  military  and  govemment  (secret,  non-secret) 

(b)  foreign  - r‘  : : 

2.  Relations  with  schools 

3.  Special  attention  to  ;yocatipiml .education 

4.  Relations  with  communities  , 

VIII.  Governance  and  the  Admini^rative  Bodies ' • ' ' 

1.  Faculty  powers  -r  . . / : 

2.  Presidents,  deans,  / ^ ‘ - 

3.  B cards  of  trustees  ' ' ‘ ^ ] ‘ V;  ‘ ^ ■ ! 

4.  Visiting  committees  ' ' ‘ \ : 

5.  Student  role  : : . ' 

6.  Alumm  - 

7.  Committee  system 

8.  Interactions  of  these  groups 
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IX.  Gom'parisorisietween  Ty'pes  of  Sclwols: 

1.  Public  versus  private 

2.  Small  versus  large 

3. . University  versus  4-year  versus  2-year 

4.  Professional  schools  as  part  of  university  or  not 

5.  Specialized  institutions  versus  general : _ 

(a  V^ibeml  arts’ Wersus  scientific  and  technical 

(b)  military 

6.  Parochial  (in  general  sense)  versus  non-parochial : 

(a)  Catholic  and  otlier  church  related 
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X.  Research: 


XI. 


X.  Learning  abouf  leariiing  (learning  versus  teaching)  _ 

2.  Relations  between  research  at  ‘‘graduate”  level  and  un- 
dergraduate instruction 

3.  Research  types:  . : t 

“pure’’ versus  applied  . 

many-man  versiis  bench-top  (“big”  science  versus 
“small”  science)  ' V 

(c)  questionnaire  type  ][^earches 

4.  Evaluatipnbf  ; , 

TaV  procedures  ^ , V ; 

(b)  students  ■ / 

' (c)  faculty 

( d ) cur riculum  miEvterials 

General  Proilems  and  Special  ProhleTtis; 

1.  Tlie  waste  of  college  and  university  administrators  in 
fundraising  ’ ; / 

' 2.  The  non-existence  of  architects 
■ 3.  Education  of  woinen' 

4.  Education  after  last  graduation : 

( a ) from  secondary  school 

(b)  from  college^ 

fc)  from  professional  school 
( d)  from  graduate  school 

5.  Preparation  of  counsellors 

6.  The  crossing  of  the  disciplines: 

( a)  mathematics  and  the  sciences  ^ 

[h)  pure  and  the  applied  of  any  discipline 
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(c)  science  writers 
Science  in  the  colleges 

Surely  these  cannot  be  handled  by  the  students.  Inputs,  yes;  com- 
ments, yes ; final  judgments,  I think  not. 

Now  where  should  another  major  focus  be?  So  many  of  these  re- 
forms are  necessary  but  not  sufficient.  Let  us  look  at  Professor  Tonsor  s 
speech  again.  He  says,  “It  is  essential  that  we  have  genuine  experi- 
mentation and  not  the  pseudo  experiments  hatched  by  atoinistra- 
tors  and  departmental  chairmen  who  need  an  excuse  for  hitting  the 
foundations  or  the  legislators  once  again  for  funds.”  To  indicate  what 
this  statement  implies  and  to  show  that  some  of  us  in  academia  be- 
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lieve  it — ^to  the  point  of  devotinjg  our  professional  lives  to  it — let  me 
quote  from  a paper  about  to  be  distributed  to  the  incoming  MIT  fresh- 
man class. 

“The  Education  Research  Center  at  MIT  has  begun  a major 
X>iece  6f  educational  reform.  The  effoiii  could,  we  believe^  have 
an  impact  on  many  aspects  of  postsecondary  education  in  the 
country.  This  paper  is  intended  to  serve  as  a brief  statement  of 
the  scope  and  direction  of  the  program. 

“A  fraction  of  the  MIT  freshman  class  in  September,  1969,  will 
enter  an  educational  program  that  will  question  all  of  the  assuinj)- 
tions  of  form  and  strategy : credentials,  certification,  style,  scope, 
topic,  pace,  technique,  and  organization — in  short,  most  of  the 
traditional  constraints  of  American  higher  education. 

“We  are  proposing  to  blur  disciplinary  lines,  to  staiii  with  proj- 
ects constructed  around  real  problems,  to  engage  the  issues  raised 
by  the  organization,  structure,  and  function  of  physical,  chemical, 
biological,  economic,  and  social  systems.  We  believe  this  kind  of 
issue  can  appeal  to  audiences  that  vary  widely  in  sophistication, 
prior  training,  and  vocational  or  professional  aspirations.  Indeed, 
we  believe  that  there  are  many  entry  points,  many  routes  through, 
and  many  exits  from  the  formal  educational  experience,  and  that 
the  choice  of  entry  point,  path,  and  exit  point  for  each  student 
should  be  a function  of  lus  style,  interest,  and  ability  and  not  lim- 
ited by  artificial  constraints. 

“This  structural  reform  in  higher  eiducation  must  be  accom- 
panied by  a thorough  re-examination  of  the  material  being  taught. 
We  have,  therefore,  undertaken  the  development  of  a number,  of 
parallel  and  interwoven  study  programs.” 

One  final  word.  No  short  collection  of  proposals  for  the  reform  of 
the  colleges  and  of  their  students  will  be  enough.  The  mathematicians’ 
phrase  “necessary  and  sufficient”  when  modified  to  “necessary  but  not 
sufficient”  is  appropriate.  For  our  students  come  in  all  sizes,  shapes, 
colors,  creeds,  sexes^  states  of  apathy,  liveliness,  and  self  assurance. 
What  we  need  most  is  bold  leadership  with  clear  ideas  and  sympathetic 
governmental  support  great  enough  to  try  experiments  large  enough 
to  affect  the  system. 


Federal  Assistance  to  Higher  Education  Through 
Income  Tax  Credits 

Roger  A.  Freeman*  : \ ^ ^ \ : 

INTEODUOTION 

At  this  year’s  expenditure  level  of  $58.5  billion,  education  ranks  as 
America’s  most  ebullient  growth  industry.  With  only  six. percent  of 
the  world’s  population  and  between  one-fouiili  and  one-third  of  its 
developed  resources,  the  people  of  the  ;United  States  are  now  investing 
in  education,  almost  as  mudi— and  possibly  as  much— as  rill  of  the 
other  nations  combined.  Nothing  testifies  more  eloquently  to  the  Ameri- 
can faith  ,in  education  than  the  priority  which  the  people,  have  granted 
it  in  financial  terms:  over  the  past  twenty, years  educatiohal  spending 
multiplied  eight  times,  business  and  ihdvate  investment  and  jrersonal 
consumption  only  three  times.  Allowing  for  the  loss  of  one-third  of  the 
dollar’s  value  over  that/period,  we  mid  that  ,^rsonal  consumption 
slightly  more  than  . doubled  ( lli constant ; value  dollars 
while  educational  spending  multiplied  ialniost  six  times  (+472%).^ 
This  .magnificat  record,* ; which , exceeds  even  the  fondest  hopes,  of 
twenty  yeai*s  ago,  disproves  slanderous  charges  that  ^ American  peo- 
ple spend  lavishly  on  themselves  while  treating  their  ^hpols  niggardly. 

Higher  education^  has  advanced  money  wise  ho  less  dramati- 
cally than  education  in  general ; spending  by  colleges  and  universities 
multiplied  81/2  times  over  the  20-year  period..  Higher  education  more 
than  tripled  its  share  of  the  national  income  and  product,  pushing  it 
from 0.7 of  GNP in  1947/48  to  2.3 9b  in  1967/68.  . ; 

There  are  now  some  signs  which  suggest  that  financial  n^ds  may  not 
grow  as  rapidly  in  the  foture  as  they  have  in  the  past.  Higher,  educa- 
uonal  enrollment  is  projected  to  increase  only  36%  in  the  next  eight 
years,  compared  with  a 93%  jump  in  thepast  eight  years.^ 

The  baby  boom  of  the  post  w^ar  period  has  now  largely  been  ab- 
sorbed. A steady  and  continuing  decline  in  the  number  of  births— 
which  droppedT9%  between  1960  and  1968—  implies  that  enrollment 
pressures  will  subside  and ’may  disappear  in  the  late  1970s  and  the 
1980s.  To  some  extent,  however,  diminishing  birtlis  could  be  offset  by 
fuither  growth  in  the  percentage  of  our  young  people  who  continue 
their  formal  education  after  graduating  from  high  school. . 

' On  the  other  hand,  even  the  tripling  of  their  income  during  the 
1960s  appears  not  to  have  solved  nor  even  eased  the  financial  problems 


♦The  author  is  Senior  Staff  Member,  The  Hoover  Institution  on  War,  Revolu- 
tion, and  Peace,  Stanford  University.  Currently,  he  is  serving  as  special  as- 
sistant, to  President  Nixon.  Opinions  expressed  are  his  own  and  should  not  be 
attributed  to  any  of  the  organizations  with  which  he  is  or  was  connected. 

.^Educational  data  from;  USOEd,  Digest  of  Educational,  BtatisticSi  19BB  imd  Biatistical 
Sitmmary'  of  'Educationt  19 Economic’ aata.’  from  : Economic  Report  of  the  President, 

"January  1969. V ’ ‘-./i  ‘ '-r  : • ‘ ' ' ”■ 

''  -^VSOEdi  Projections  of  Educational  ’Statistics  to^  197 6-77 j 1968.  ‘ ’ 
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of  colleges  and  universities.  Paradoxically,  the  situation  seems  to  be 
growing  worse  as  the  institutions’  resources  multiply  at  a faster  rate. 
The  xVssociation  of  American  Universities  (AAU)  deleaved  in  April 
11)68  (as  it  could  have  done  ten  or  twenty  years  earlier  with  greater 
justification) ; “The  most  critical  question  facing  higher  education  to- 
day is  how  to  find  sufficient  resources.” 

Considering  the  growing  wave  of  campus  revolts  in  recent  years, 
some  of  us  may  doubt  that  finding  sufficient  resources  truly  is  ‘‘the 
most  critical  question  facing  higher  education  today.”  Finding  leader- 
ship capable  of  coping  with  the  violent  uprising  could  be  more  crucial.^ 
But  there  is  much  evidence  to  support  A AU’s  further  statement  that 
higher  education  faces  “a  severe  and  worsening  fiscal  crisis.”  Ford 
Foundation  President  McGeorge  Bundy  even  referred  to  an  “imminent 
bankruptcy”  of  American  higher  education.  With  outlays  rising  faster 
than  established  sources  of  income,  and  with  planned  outlays  exceeding 
prospective  receipts,  many  colleges  are  indeed,  as  Duncan  Norton - 
Taylor  expressed  it  “living  with  a formula  for  bankruptcy.”  ^ If  the 
colleges  in  Fortune's  survey — Yale,  Cal.  Tech,  Stanford,  Pomona, 
Dartmouth,  etc. — the  country’s  wealthiest,  are  in  trouble  because  dona- 
tions and  tuitions  don’t  grow  fast  enough,  most  of  the  other  1400  odd 
private  colleges  must  be  even  worse  off.  Nor  do  state  institutions  have 
an  easy  time  getting  their  financial  requests  approved  by  governors  and 
legislatures  which  find  budgetary  demands  from  all  sides  soaring 
beyond  the  willingness  of  their  constituents  to  have  their  taxes  mised. 
Small  wonder  the  administrators  of  most  IHL  have  become  convinced 
that  only  the  national  government  can  deliver  them  from  ruin.  The 
national  government  has  in  fact  responded  to  the  plea  in  recent  years, 
though  not  adequately. 


GROWTH  IN  FEDERAL  AID  TO  HIGHER  EDUCATION 

Federal  aid  to  education  came  into  its  own  during  the  19G0s.  From 
$2  billion  in  1960,  the  amount  inched  to  $3.1  billion  by  1961,  then 
jumped  steeply,  reaching  $8.8  billion  in  1968.  The  President’s  Budget 
for  1970  proposes  $9.8  billion  to  be  disbursed  through  well  over  100 
programs  of  grants  and  loans,  most  of  them  of  recent  origin.  But 
there  still  is  no  program  of  general  support  of  IHL,  just  as  there  is 
none  for  elementary  and  secondary  schools. 

Federal  funds  for  higher  education  totalled  billion  in  1968  and 
are  estimated  at  $5  billion  in  tlic  President’s  Budget  for  1970  ns 


follows: 

.V<U{on 

Research  $1,530 

Facilities  and  equipment 934 

Rtudent  aid 1, 935 

rcacher  training 92 

Current  operations 538 


Total  “5,030 


•Could  the  prooccupntlon  of  unlvemity  authorltlen  with  the  procurement  of  greater 
reRonreoR  l>o  Ronjehow  related  to  Uielr  Innhlllt.v  to  meet  the  chnlleniro  of  enmpuR  unrest T 
♦Duncan  Norton*Taylor  “Private  ColleitQs:  A Queotlon  of  Survival,”  Fortune#  October 
1007. 

• Special  Analpncn,  Umloet  of  the  United  Staten,  Fiscal  Year  J070,  Part  2 J. 
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Aid  to  current  operations  consists  mostlj^  of  support  for  medical  and 
other  graduate  education,  KOTC  activities  and  for  several  other  spec- 
ified purposes.  Only  an  insignificant  fraction  of  the  Federal  funds  is 
available  for  undergraduate  instruction  which  used  to  be  regarded  as 
the  colleges’  primary  task.  Regular  faculty  and  staff  salaries  and  oper- 
ating expenses  (not  including  organized  research)  are  still  the  biggest 
item  in  college  budgets.  They  total  over  $10  billion  a year  nationally, 
are  usually  the  haraest  objective  to  raise  funds  for  but  receive  almost 
no  federal  support. 

This  may  explain  why  unmet  needs  and  demands  in  higher  education 
seem  to  increase  rather  than  diminish  as  federal  funds  multiply : the 
government  has  been  feeding  cake  to  a man  who  is  not  hungry  but 
dying  from  thirst  and  begging  for  water. 


WHY  IS  THERE  NO  GENERM.  FEDERAL  SUPPORT  OF 
HIGHER  EDUCATION? 

It  is  not  because  institutional  spokesmen  have  not  asked  for  it  re- 
peatedly, The  chairman  of  President  Kennedy’s  Task  Force  on  Educa- 
tion, President  Fi*ederick  L.  Hovde  of  Purdue  University,  told  the 
House  Education  Committee  in  1961  that  “the  highest  priority  need 
of  colleges  and  universities,  both  public  and  private^  is  for  general 
support  and  particularly  for  faculty  salaries.”  Similar  pleas  were 
made  man}’’  times  before  and  after.  But'  no  President  ever  recom- 
mended general  grants  for  higher  education  nor  did  Congress  ever 
con.sider  sucli  a plan.  Educational  administrators,  however,  did  not 
change  their  tune : At  a joint  press  conference  in  Washington,  Novem- 
ber 12,  1968,  representatives  of  the  nation’s  seven  major  higher  edu- 
cation organizations  declared  that  ^^general  Federal  financial  support 
of  colleges  and  univei*sitios  is  higher  education’s  No.  1 unmet  need.” 
(emphasis  supplied). 

Wliy  does  the  National  Government  appropriate  no  funds  for  the 
broad  purposes  of  IHL^  as  the  States  are  doing,  to  the  extent  of  about 
$5  billion  a year  at  the  present  time?  For  one,  because  Congress  is 
always  reluctant  to  make  money  available  to  anybody  except  welfare 
recipients  without  specifying  in  considerable  detail*  how  it  is  to  bo 
expended  and  without  having  the  spending  closely  controlled  by  a 
federal  agency.  Restrictions  and  controls  accompanying  federal  funds 
for  research  and  other  purposes  have  long  been  a thorn  in  the  side  of 
educational  administrators.  When  faced  with  a choice  between  money 
mth  controls  or  no  money,  however,  they  opt  for  the  former. 

A more  difficult,  and  seemingly  insuperaulo,  obstacle  to  general  sup- 
port is  the  controvert  over  the  interpretation  of  the  First  Aiiicnd- 
meut  clause  prohibiting  the  establishment  of  religion. 

State  appropriations  go  only  to  the  1037 IHL  under  (state  or  local) 
governmental  control,  no^  witli  a few  minor  exceptions,  to  tlie  other 
1500  colleges  and  universities  which  are  under  private  auspices. 

This  has  already  resulted  in  a growing  imbalance  between  public 
and  ])ri vate  IHL  in  enrollmont,  tuition,  salaries,  etc.  To  exclude  private 
colleges  and  universities  from  a new  and  major  Federal  support  pro- 
gram would  sound  tlio  death  knell  for  many  or  most  of  them  within 
a few  years. 
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Aoout  900  of  the  private  IHL  are  church-connected:  500  are  Protes- 
tant, 381  Catholic  and  the  remainder  sponsored  by  other  denomina- 
tions. To  include  them  in  a general  Federal  aid  program  would  violate 
deeply  held  beliefs  of  a large  segment  of  the  American  people  about 
the  separation  of  church  and  state.  Such  a program  would  also  prob- 
ably not  survive  a Supi'eme  Court  test.  But  to  deny  those  institutions 
the  Fedenil  benefits  would  face  most  of  them  with  the  alternative  of 
either  severing  their  religious  ties  and  turning  secular  or  withering 
until  they  are  forced  to  close  tlieir  doors.  To  declare  private  colleges 
ineligible  as  long  os  they  maintain  tlieir  religious  connections  would 
be  tantamount  to  offering  them  an  incentive  premium  for  cutting  their 
church  ties  and  come  close  to  imposing  a penalty  on  the  free  exercise 
of  religion. 

This  conflict  of  conscience  divides  the  American  public  and  neither 
side  is  able  to  conij^romise  on  principles  held  as  dearly  ns  fi*eedom  of 
religion  and  equal  justice  on  one  side  and  the  ^hvall  of  separation”  on 
the  other. 

Numerous  and  extended  efforts  to  enact  a program  of  general  Fed- 
eral support,  for  the  elementary-secondary  schools  or  for  higher  edu- 
cation, have  consistently  failed,  for  several  decades,  and  the  prospects 
of  an  acceptable  solution  look  no  more  promising  today  tliari  they 
ever  did. 

The  forces  backing  church-connected  IHL  may  not  bo  able  to  have  a 
program  adopted  to  tlieir  liking.  But  they  have  been  able  to  prevent 
a bill  from  passing  which  they  believe  would  irremediably  liarm 
their  institutions  and  discriminate  against  their  faithful. 

Some  mem^rs  of  Congress  will  not  vote  for  Federal  aid  to  higher 
education  if  it  includes  private  IHL  and  some  won’t  vote  for  it  if  it 
excludes  them.  Because  of  this  impasse  only  programs  which  arc 
closely  circumscribed,  often  minor  or  peripheral,  have  been  able  to 
find  approval.  No  plan  of  direct  institutional  supimrt  api)cars  possible 
for  ns  far  as  we  can  see  rhead. 

However,  mdireci  aid  could  bo  provided  by  helping.thosc  who  now 
support  higher  education  to  finance  it  more  adequately. 


INDIRECT  AID  TO  HIGHER  EDUCATION 

The  three  major  non-fedcral  sources  for  IHL  arc:  states,  students 
and  donors.  To  aid  states  would  solve  little  because  they  are  blocked 
from  subsidising  denominutional  IHL  by  tlie  First  Amendment  and 
tlie  Supremo  Court  as  effectively  as  the  national  ^vcrnmmt  But 
students  and  their  parents  and  donors  can  be  nssistoiV  in  financing  tlie 
inKtitutions  more  gcnerouslv  Uirough  a method  which  has  fnuiul 
strong  support  amongthe  public  and  in  both  political  parties:  Federal 
income  tax  credits  for  tuitions  and  gifts. 

In  sponsoring  an  educational  tax  credit  proposal  whidi  1 had  pre- 
sented to  the  Senate  Iiabor  and  Public  Welfare  Committee  ten  days 
earlier,  former  Vice  President  Hul>ert  H,  Humphrey  (Uieii  Assistant 
Senate  Majority  TiOadcr)  explained  on  Uio  floor  of  tiie  Senate: 

IVkilo  thit  tax  credit  proposal  would  not  solve  all  Uie  financial 
problems  related  to  higher  traucation,  it  would  represent  a stgnifi- 
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cant  contribution  well  within  our  national  means.  It  would  pro- 
vide this  assistance  in  a manner  that  avoids  any  argument  about 
federal  control  of  education  and  also  the  na^mng  question  of 
church-^ate  relations.  Moreover,  it  would  provide  this  aid  witlx- 
out  having  to  expand  the  Federal  bureaucracy  to  administer  the 
program. 

Support  in  the  Congress  has  been  growing  for  this  general  ap- 
proach to  the  problem  of  federal  aid  to  higher  education.  I know 
the  appropriate  coiimittees  in  both  Houses  are  giving  these  pro- 
posals cai'eful  scrutiny  and  consideration.  I hope  that  the  Ad- 
ministration will  consider  seriously  reqeusting  such  legislation 
from  the  Congress.* 

There  is  ample  evidence  that  the  vast  majority  of  the  American 
people  favors  the  tax  credit  approach.  A national  survey  by  the  Opin- 
ion Research  Corporation  of  Princeton,  New  Jersey,  conducted  for 
CBS-TV  in  1966,  disclosed  that  7Qfo  of  the  public  ravors  and  13% 
opposes  educational  tax  credits.  The  highest  support  was  found  among 
persons  in  the  $5,000  to  $6,999  income  bracket  (88%)  and  among 
young  people^  between  18  and  29  years  of  ago  (80% ) J 
A nationwide  questionnaire  by  Better  iIormB  and  Gardena  (Juno 
1068)  showed  that  “almost  three-fourths  of  theso  300,000  consumers 
told  us  they  think  a family's  collcgo  expen^  arc  so  basic  that  they 
should  bo  deductiblo  on  individualTFcdcral  incoino  tax  returns.”  Nu- 
morous  other  polls  havo  shown  substantially  similar  results:  support 
of  educational  tax  credits  by  between  70%  and  80%  of  the  puolic. 
A cmestionnaire  to  the  presidents  and  trustees  of  all  public  and  private 
nilj  by  the  Citizens  National  Committee  on  .Higher  Education 
brought  a favorable  reply  from  90%  of  the  respondents.  Only  one 
group  showed  a slight  majority  in  opposition : the  presidents— but  not 
tlio  trustees— of  state  universities  and  colleges.  They  bclie\-c  that  only 
government-owned,  i.e.,  public,  institutions  should  bo  aided  by 
government. 


PRESENT  FEDERAL  AID  TO  IHGIIER  EDUCATION 


Before  going  into  the  details  of  e<lucationftl  tax  credit  plans  I would 
like  to  discuss  the  virtues  and  the  shortcomings  of  some  of  (he  major 
existing  and  propased  Fwleral  progmina  in  higher  education. 

Rcntarch  funds  luivo  helped  to  anvance  academic  knowlc<lge,  partic- 
ularly in  the  natural  and  lijc  sciences  where  they  are  coneentiatwl,  and 
havo  onahlcsl  some  universities  to  add  eminwit  scholars  to  their  faculty 
at  very  re,si>ertahle  salaries — usually  hy  hiring  them  away  from  less 
favored  rtuleges.  They  have  assisted  In  iniiMiti ant  tasks  of  the  im- 
fionni  govemmeuf.  Hut  (hey  lm\*e  notnidiHl  (lie  nvipieiit  IHL  llnarici- 
nlly  and  should  no  imm*  l>e  Inlsdle*!  aid  (o  ethical  ion  Uinn  the  pur- 
ehise  of  researdt  from  industrial  or  other  organizations  is  called 
Federalaiil. 

A serious  as|iec(  of  the  Fe<leral  reseaivh  gwnts  is  their  conciuUra- 
(ion  among  a small  mimWr  of  hig  universities:  more  than  t>0%  of 
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tho  money  goes  to  5%  of  all  IHL  which  leaves  the  remaining 
of  institutions  relatively  poorer  off  than  they  were  before.®  This 
has  led  to  a “brain  drain”  from  the  medium  and  smaller  institutions 
to  the  big,  to  an  iindiio  concentration  of  talent  in  a few  places.  It  is 
making  “(he  lich  richer  and  the  poor  poorer,”  encourages  a “flight 
from  teaching,”  and  causes  gi*ave  imbalances  and  innumerable  ad- 
ministrative dilRculties  within  institutions  and  hetween  the  universi- 
ties and  federal  depaifments. 

Several  congressional  committees  have  investigated  the  problem 
in  recent  years  and  had  some  harsh  words  to  say  about  the  detrimental 
effect  of  the  present  system  of  allocating  Federal  research  grants,  in 
unbalancing  the  program  of  the  small  number  of  recipient  in.stitutions 
and  weakening  the  overwhelming  majority  of  American  colleges.  But 
they  were  no  more  able  to  agree  on  a politically  feasible  alternative 
than  the  academic  community. 

Scientists  and  iuiivei‘sity  administrators  complain  bitterly  about 
the  obnoxious  i*estrirtions  and  controls  to  which  Federal  re.search 
grants  subject  them.  But  having  partaken  of  the  sweet  taste  of  Fed- 
eral cash  they -are  no  longer  able  to  i*esist  its  hire,  no  matter  what  the 
price.  They  did  voice  dismay  when  research  funds  were  cut  late  in 
lOfiS. 

Only  13%  of  Federal  outlays  for  research  and  development  are 
channeled  to  IHL  and  that  share  is  not  likely  to  increase  significantly 
in  the  next  few  yetivs, 

Comtmeiion  g vanish  and  Zoory,  initiated  in  1063  and  expanded  in 
1965,  have  proven  helpful  to  IHL.  They  a^ist  hundreds  of  institu- 
tions in  building  needed  classrooms,  libraries,  laboratories,  etc.  But 
they  offer  no  relief  on  current  finances.  Quite  the  contrary.  The  com- 
pletion of  each  new  building  adds  materially  to  the  cost  of  operations 
and  the  need  for  general  revenue.  IHL  almost  never  use  current  in- 
come for  major  construction  purposes : public  IHL  depend  for  build- 
ing funds  on  earmarked  state  appropriations  and  proceeds  of  state 
bond  issues  whije  private  IHL  rely  on  earmarked  donations. 

Moreover,  with  the  enrollment  curve  flattening  out,  expansion  of 
facilities  should  become  less  urgent  ns  time  goes  on.  In  any  case,  con- 
st,ruction  seldom  presents  ns  pressing  or  difficult  a financial  problem  as 
faculty  salaries  bcKMUiso  building  funds  are  usually  easier  to  obtain 
than  unspecified  general  revenues.  This  is  why  IliL  do  not  borrow 
to  finance  academic  buildings,  in  contrast  to  private  business  and 
indiriduals  who  commonly  raise  funds  for  major  capital  outlays 
tlirough  long  term  loans.  It  is  not  that  IHL  could  not  sen  their  bonds 
but  tJiey  Jiavo  for  many  years  entered  tho  money  market  as  in\"cstors 
rntlior  than  as  borrowers  (except  for  “self-financed”  residence  and 
dining  halls).  Their  reason;  future  principal  retirement  and  interest 
would  cut  into  current  revenues  and  restrict  general  operating  funds. 
College  administrators  and  trustees  are  far  more  concerned  about 
stren^hening  current  fund  income  needed  to  pay  faculty  and  other 
salaries  ^than  a^t  construction  money.  They  can  have  a great  uni- 
i^crsity  in  ancient  or  mediocre  buildings— but  not  witli  a mediocre 
faculty.  Whether  we  like  it  or  not,  Uie  level  of  income  tlmt  IHL  are 

*ThM«  rfttfd  of  concMtriUoA  wrr«  r#duMd  to  tbt  pait  few 
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able  to  offer  is  a major — and  possibly  the  major — factor  in  influencing 
the  decisions  of  many  of  our  most  talented  young  men  and  women  to 
choose  an  academic  career  rather  than  some  other  professional  or  busi- 
ness  vocation.  There  is  a positive  correlation  between  faculty  salaries 
and  the  caliber  of  professors  in  years  to  come.  Buildings  can  be  com- 
pleted in  two  years  or  less  but  it  takes  close  to  a generation  to  build 
an  eminent  faculty.  But,  as  I mentioned  earlier,  almost  no  Federal  aid 
is  available  to  pay  the  salaries  of  faculty  in  undergraduate  instruction. 

Student  aid^  at  $1.8  billion  in  1969,  is  an  importpt  item.  Much  of 
it  is  earmarked  for  graduate  fellowships  and  training  in  a few  spec- 
ified professions,  most  of  the  rest  for  NDEA  and  guaranteed  loans, 
veterans  benefits^  work-study,  leaving  about  $130  million  for  the  only 
program  that  might  be  called  ^holarships:  educational  opportunity 
grants  to  students  with  “exceptional  financial  needs.”  Fewer  than  5% 
of  all  undergraduates  participate  in  that  program.  Most  students  who 
need  assistance  are  helped  by  loans,  work-study  and  by  scholarships 
available  from  private  or  state  sources. 


THE  TUITION  PROBLEM 


The  cost  of  attending  IIDj  has  been  going  up  steadily  though  not  as 
fast  in  public  IHL  as  prices  and  more  slowly  than  income  in  both 
public  and  private  IHL : 


i 

Tuitions  and  fees 

Total  cost  (Including 
room  and  board) 

Con*  Personal 

sumer  income 

I»iccs  per  capita  * 

Public 

Private 

Public 

Private 

; 1958-59 

$867 

^$932 

$1,687 

IQU 

$2,068 

1968-69 

$1,880 

$1,092 

$2,326 

124.2 

$3,42t 

' Increase  (percent) 

+34 

+59 

+17 

+33 

+23 

+65 

Projected,  1978-79  (1967-68) 

$375 

$1,906 

$1,264 

$3,083  .. 

Increase  (percent) 

+38 

416 

+29  .. 

I > Calendar  years  1058  and  1068. 

I Source:  Department  of  HEW»  Tht  CAronfcfe  of  lUghtr  Education,  Oct.  28, 1068. 

• j 

If  income  has  been  growing  faster  than  the  cost  of  attending  col- 
loge,  wliy  do  many  families  have  so  much  trouble  financing  their  chil- 
dren's education?  Because  more  of  their  children  attend.  College  en- 
rollment equalled  16%  of  llio  18  to  21-year  old  population  in  1940  and 
now  nins  at  48%,  headed  still  liiglier.  A family  that  formerly  counted 
itself  fortunate  if  it  managed  to  nut  one  son  through  college  will  now 
try  to  enable  several  or  all  of  its  children  to  acquiro.a  higher  education. 
' And  it  must  do  ro  if  those  young  men  and  women  arc  later  on  to  fill 

any  but  manual  jobs,  Tho^  impact  on  average  family  finances  has  thus 
berome  much  harder,  and  in  some  cases  disastrous. 

At  a cost  of  four  years  of  undergraduate  education  between  $10,000 
and  $20,000  for  each  child^  hichcr  education  may  cost  more  than  the 
family  homo.  It  can  bo  a far  heavier  burden  than  mortgage  interest, 
! state  and  local  taxes,  medical  expenses  or  casualty  losses— for  which 

I the  tax  law  grants  relief.  Nonrecognition  of  college  costs  for  tax  pur- 

i poses  adds  to  tlio  burden  of  higlior  education.  It  may  Imvo  been  justi- 

i Red  in  days  when  attendance  was  the  priyilogo  of  a small  well-to-do 

I minority,  but  today  it  constitutes  a grave  injustice* 
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Sending  its  children  to  college  of  course  ’imposes  no  financial  hard- 
ship on  a wealthy  family.  Nor  is  attendance  an  insuperable  task  for  a 
student  from  a low-income  family  who,  if  otherwise  qualified  (and 
often  even  if  he  is  not),  is  eligible  for  a scholarship,  Federal,  State  or 
private. 

But  students  from  a niiddlcyincome  background  and  their  families 
can  frequently  raise  the  required  funds  only  with  great  difficulty; 
they  may  be  ineligible  for  Federal  and  other  scholarships.  Though  they 
account  for  the  majoin  ty  of  the  student  body  at  most  institutions,  they 
are  liit  the  hardest  by  the  inadequacies  of  the  present  system.  Some- 
how, they  seem  to  fall  between  two  stools.  An  official  study  at  the 
University  of  California  at  Berkeley  in  1967  (conducted  by  David 
Bradwell  & Associates)  found  that  students  from  middle-income  fami- 
lies are  financially  worse  off  than  those  from  poor  backgrounds. 

Public  IHL  have  been  raising  tuitions  much  more  slowly  than  pri- 
vate IHL.  They  derive  only  between  10%  and  20%  of  their  income 
from  fees  because  their  requirements  are  met  mostly  by  state  appro- 
priations. Private  IHL  have  no  such  recourse  and  must  cover  the 
difference  between  their  costs  and  donations  largely  from  tuitions.  Con- 
sequently the  ‘‘tuition  gap”  has  been  widening.  vVliile  the  tuition  ratio 
between  public  and  private  IHL  used  to  fluctuate  around  1 : 3 until 
the  early  1950’s,  it  now  stands  at  1 : 4.6  and  is  likely  to  exceed  1 : 5 
within  a few  years.  ^ 

Tlie  widening  tuition  gap  has  liad  many  detrimental  results.  En- 
rollment whicli  for  many  decades  usetl  to  be  divided  about  50 : 50  be- 
tween public  and  private  IHL  has  since  1951  been  shifting  toward 
public  IHL  which  now  accommodate  70%  of  all  students.  About  three 
of  every  four  new  students  now  enroll  in  a public  IHL.  If  the  tuition 
gap  continues  to  grow,  public  IHL  will,  in  the  late  1970s,  account  for 
80%  or  more  of  the  student  body.  This  is  of  cbiu*se  a very  expensive 
proposition  for  the  taxpayers  who  are  shouldered  with  80%  to  90%  of 
the  cost  of  educating  the  students  at  public  IHL.  Moreover,  if  present 
trends  continue,  the  situation  in  higher  education  several  years  hence 
Avill  resemble  the  picture  in  the  lower  schools  where  the  public  schools 
account  for  85%  of  the  enrollment  and  enjoy  a virtual  monopoly  in 
many  areas,  particularly  in  regard  to  children  from  families  which  are 
less  than  affluent.  ^ ^ ... 

The  growing  tuition  gap  prevents  private  IHL  from  raising  their 
tuitions  to  a level  sufficient  to  meet  their  needs.  A few  years  ago  Chan- 
cellor Lawi'encc  A.  Kimpton  of  tlio  University  of  Chicago  told  an 
audience  of  state  college  administrators:  “To  put  it  in  the  crassest 
terms  possible— and  I know  tliis  will  offend  many  of  the  brotherhood — 
it  is  hard  to  market  a product  at  a fair  price  when  down  the  street 
someone  is  giving  it  away.” 

Wliy  should  students  at  IHL  pay  only  10%  or  20%  of  the  cost  of 
their  klucation?  Why  should  they  place  most  of  the  burden  on  the 
genenil  taxpayer  when  they  will,  as  a result  of  their  education,  earn  a 
much  higher  income  throughout  their  working  lives?  Would  it  not  he 
preferable  to  charge  higher  foes  to  all  students  and  reserve  noii  of  the 
gi’catcr  revenues  to  increase  the  number  and  amount  of  scnolnrsliips 
for  students  from  low-income  families?  Most  students  at  public  IHL 
ns>w  spend  much  more  for  alcohol  and  cigai'ottes,  not  to  mention  auto- 
mobiles, than  on  tuition  to  pay  for  their  education. 
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Does  it  not  give  a student  a completely  wrong  set  of  values  if  a col- 
lege charges  him  full  cost  for  room  and  board  but  only  a small  amount 
for  his  education?  Would  it  not  be  preferable,  ceteris  paribus^  to  give 
him  a discount  (or  even  a waiver)  on  his  board  and  room  but  charge 
him  closer  to  full  fare  for  his  education  ? 

In  its  1956/57  annual  report  the  Carnegie  Foundation  for  the  Ad- 
vancement of  Teaching  suggested : “Private  institutions  may  eventu- 
ally have  to  charge  the  full  cost  of  education  in  tuition.  They  can  then 
go  even  fiiither  than  they  have  to  date  in  providing  various  forms  ol 
scholarship  aid  for  those  students  who  need  it.” 

As  long  as  public  IHIi  keep  their  tuitions  at  a small  fraction  of  cost, 
few  private  IHL  can  afford  to  follow  that  advice. 

Private  colleges  pay  their  professors  on  the  average  about  $1,000 
less  than  state  colleges,®  and  levels  of  compensation  are  likely  to  be 
reflected,  sooner  or  latei*,  in  the  caliber  of  the  faculty.  This  will  place 
private  colleges  in  a precarious  position.  Who  would  want  to  pay  five 
times  as  hi^i  a tuition  to  send  his  son  or  daughter  to  an  inferior 
college? 

These  problems  could  be  solved  if  public  IBTL  were  to  raise  their 
tuitions  ^bstantially  while  expanding  theii*  student  aid  funds.  That 
would  still  give  them  large  additional  revenues  for  thedr  general  pur- 
pos^.  In  turn  this  would  make  it  easier  for  private  colleges  to  boost 
their  tuitions. 

Would  tlus  not  drive  the  cost  of  education  beyond  the  capacity  of 
a large  num’ner  or  most  families?  It  might — unless  government  aided 
witli  the  payment  of  the  increased  fees.  Such  aid  could  be  provided, 
for  example,  in  the  form  of  broad-scaled  ample  scholar^ips  or  through 
a system  of  government  vouchers  which  the  students  would  give  to 
their  institutions,  to  be  cashed  by  them. 

Vou^ers  for  college  students  would  enable  the  institutions,  public 
and  private,  to  charge  considerably  higher  fees  without  burdening  the 
students  or  their  families ; the  added  revenues  could  be  spent  by  each 
college  for  whatever  it  needs  most. 


While  such  a plan  would  overcome  some  of  the  shortcomings  of  the 
pre^t  ^stem,  it  could  be  subject  to  constitutional  challenge  as  liti- 
gation and  several  decisions  on  similar  rtate  or  local  plans  in  recent 
years  suggest 

The  only  method  of  aiding  students,  and  indirectly  institutions,  that 
is  completely  safe  from  constitutionar challenge  is  tax  credits:  no 
money  would  flow  from  the  national  goverhm^t  either  to  an  institu- 
tion or  a student.  Individual,  taxpayers  would  reduce  their  payments 
to  the  government.  Tax  deductions  for  many  purpose,  including 
church  support,  have  always  been  an  integral  part  or  our  tax  system 
and  have  as  such  never  been  questioned  on  constitutional  grounds.  Nor 
is  it  conceivable  that  they  could. 

Before  discussing  the  various  aspects  of  educational  tax  credits  we 
probably  should  survey  some  of  the  major  alternatives  suggested  by 
educational  organizations. 


* The  situation  1b,  hovoveri  reversed  In  unlvereitieB. 
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RECENT  PROPOSiU:.S  FOR  EXPANSION  OF  FEDERAL 
AID  TO  HIGHER  EDUCATION 

Some  of  the  leading  organizations  in  higher  education  have  within 
the  past  year  submitted  plans  for  expanded  Federal  aid. 

The  National  Association  of  State  Universities  and  Land-Grant 
Colleges  and  the  American  Association  of  State  Colleges  and  Univer- 
sities have  'asked  for  more  generous  grants  and  loans  for  cojistruotion 
pui-poses  and  “operating  support  for  all  accredited  institutions  that 
can  participate. . . 

Tlic  clause  “that  can  participate”  is  a more  sophisticated  way  of 
saying  what  used  to  be  express^  in  plain  language  until  a few  years 
ago : that  private  institiitions,  but  most  decidedly  church-connected 
colleges,  should  not  be  eligible.  In  other  words,  that  only  public  IHL 
should  receive  broad  Federal  support  on  an  institutional  basis.  Tlie 
associations  approve  of  graduate  fellowships  and  traineeships  but 
“continue  to  oppose  a general  federal  scholai*ship  program  in*  the  ab- 
sence of  evidence  that  it  would  in  fact  ossui-e  college  attendance  for 
a substantial  number  of  the  highly  talented  who  cannot  now  attend 
under  existing  public  and  private  programs, ...” 

The  two  associations  oppose  tax  relief  for  tuitions  and  fees  and 
also  object  to  an  expanded  student  loan  program  with  long  terms  of 
repayment  (Educational  Opportunity  Bank)  becauseit  would  require 
a student  to  “indenture”  himself  for  most  of  his  working  life. 

The  Association  of  Amerioan  Universities  (AAU)  advocates  direct 
general-purpose  institutional  grants  to  all  public  and  private  IHL 
which  meet  r^ognized  standards.  How  sudi  gi*ants  to  church-con- 
neoted  institutions  could  he  protected  from  constitutional  challenge  the 
association  fails  to  explain. 

In  the  early  1950s,  shortly  after  a presidential  commi^ion  had  rec- 
ommended f^eral  grants  for  operation  and  construction  at  public 
IHL,  AAU  sponsorSi  a Commission  on  Financing  Higher  Education 
which  after  laboring  for  three  years  declared : “iSiis  ^mmission  has 
reached  the  unanimous  conclusion  that  we,  as  a nation,  should  call  a 
halt  at  this  time  to  the  introduction  of  new  programs  of  direct  federal 
aid  to  colleges  and  universities.”  The  Commission’s  Executive  Di- 
rector wrote  as  late  as  1963  that  “the  conclusions  of  the  Commission 
on  Financing  Higher  Education  have  not  been  outdated  either  by 
events  or  by  further  analytis.”  But  as  of  1968  the  AAIJ  recommended 
besides  the  mentioned  inkitutional  grants,  expansion  of  federal  schol- 
arships and  fellowsliips^  student  loans,  facility,  i-esearch  and  other 
categorical  aid. 

In  a special  r^ort  to  the  Carnegie  Foundation  for  the  Advancement 
of  Teaching  in  December  1968,  its  Commission  on  Higher  Education, 
chaired  by  former  University  of  California  President  Clark  Kerr, 
recommended  for  Federal  action:  a major  expansion  of  scholarships, 
fellowships,  work  study,  student  loans  with  greatly  lengthened  terms 
of  repayment,  enlarged  support  of  research  and  construction  and  of 
other  categories  such  as  medical  education,  libraries,  international 
studies,  developing  institutions,  etc.  To  supplement  inadequate  tuitions, 
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the  Commission  suggests  ‘‘cost  of  education  supplements”  paid 
directly  to  institutions.  The  question  is  not  even  mentioned  how  such 
payments  should  be  made  to  church-connected  institutions. 

While  the  three  groups  agi’ec  in  their  demands  for  more  Federal 
money  and  on  more  generous  construction  grants  they  disagree  on 
almost  everything  else,  although  some  dissents  are  covered  up.  In 
regard  to  general  purpose  aid  the  State  IHL  want  it  for  themselves 
while  the  other  two  groups  do  not  refer  to  the  trap  that  has  killed 
all  such  proposals  in  the  past:  aid  to  denominational  IHL.  Some 
of  the  institutional  heads  may  hope  to  persuade  Congress  to  enact 
a general  aid  program  and  from  which  institutions  with  duirch 
connections  would  then  be  dropped  either  during  the  legislative  proc- 
ess or  subsequently  by  judicial  action. 

Hoes  this  help  to  ‘^‘reduce  the  rising  tide  of  conflict  between  the 
[public  and  private]  institutions,”  as  Clark  Kerr  suggested?  Qiiite 
the  contrary  ,*  it  is  apt  to  aggravate  and  perpetuate  it. 

Would  Congress  and  the  American  public  face  the  disappearance  of 
many  or  most  of  the  900  church-connected  colleges  and  universities 
with  the  same  equanimity  and  unconcern  as  the  administrators  of 
state  universities?  Not  very  likely. 

Many  who  are  convinced  that  the  financial  problem  in  higher 
education  cannot  be  solved  without  massive  Federal  aid  might  be 
willing  to  accept  such  an  outcome  if  there  were  no  alternative  available. 
But  there  ^ an  alternative*— to  permit  Federal  income  tax  credit  for 
tuitions  and  other  expenses  and  for  donations  to  higher  education. 


TAX  CREDITS  FOR  TUITIONS  AND  OTHER  EXPENSES 
IN  HIGHER  EDUCATION 

Soon  after  the  Commission  on  Financing  Higher  Education  in 
1952  recommended  against  the  introduction  of  new  programs  of 
direct  Federal  aid  to  higher  education,  the  American  Council  on  Edu- 
cation, the  Ainerican  Alumni  Council,  and  other  groups  sponsored 
plans  for  helping  higher  education  by  indirect  means,  through  tax 
relief  for  tuitions.^  But  the  methods  proposed — income  tax  deduction, 
additional  exemptions  or  flat  percentage  wedits — would  have  conferred 
most  of  the  benefits  to  higher  income  brackets  and  to  private  IHL, 
Several  hundred  bills  on  tax  aid  to  higher  education  were  introduced 
but  none  brought  congressional  action  because  of  the  inequities 
involved. 

Disappointed  by  their  failure,  educational  organizations  in  the  early 
1960s  shifted  their  efforts  toward  securing  direct  grants,  Bills  for 
construction  and  student  aid  and  various  other  purposes  were  enacted 
but  no  plan  for  institutional  support  was  considered  by  Congress, 

In  1963  when  I was  asked  by  the  Senate  Labor  and  Welfare  Com- 
mittee to  testify  on  President  Kennedy’s  recommendations  for  Federal 
aid  to  education  I conceived  of  a method  of  aiding  higher  education 
that  allocated  the  benefits  more  fairly:  Federal  income  tax  credits 
for  tuitions  and  other  educational  expenses  on  a graduated  or  sliding 

Clark  Kerr,  “The  Distribution  of  Money  and  Power,”  The  Public  Interest , Spring  10G8. 
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scale.  I testified  and  submitted  the  plan  on  May  27, 1963.^^  Ten  days 
later  the  then  assistant  majority  leader  Senator  Hubert  H.  Humphrey 
announced  on  the  floor  of  the  Senate  that  he  had  introduced  a bill 
to  implement  the  plan  as  a “sensible  and  TTorkable  system  of  Federal 
assistance.” 

It  is  essential  that  an  across-the-board  tax  credit  pro^am  be 
initiated  to  assist  Q\ery  person  current! facing  the  considerable 
expenses  associated  with  higher  education.  ... 

i have  sponsored  similar  tax  credit  legislation  for  many  j^ears. 
However,  the  bill  I introduce  today  is,  in  my  opinion,  a signifi- 
cantly improved  measure  over  all  earlier  versions. 

Tax  deductible,  additional  exemption,  and  tax  credit  bills  share 
a common  purpose:  first,  to  assist'  persons  financing  a college 
education  and  second  to  provide  indirect  assistance  to  the  insti- 
tutions of  higher  educatlon.^^ 

Senator  Hum^rey  then  cited  from  my  testimony  before  the  Senate 
Committee  on  May  27  and  continued : 

The  sliding  tax  credit  schedule  provides  a sensible  and  work- 
able ^stem  of  Federal  assistance  that  helps  every  student,  in- 
directly helps  both  public  and  pn vat e institutions,  and  does  so 
in  a manner  that  in  no  way  interferes  with  individual  or  institu- 
tional freedom  or  policies.  This  billj  providing  for  a declining 
tax  credit  for  expenditures  on  tuition,  fees,  books,  and  supplies 
mitigates  the  distortion  found  in  the  lar^  majority  of  bills  that 
rely  on  tax  deductions,  additional  exemptions,  or  non-variable 
tax  credit.  . . . 

The  graduated  percentage  tax  credit  plan  rapidly  gained  sponsors 
in  both  political  parties  and  soon  commanded  majority  support  in 
the  Senate.  During  a debate  on  November  21,  1963,  Senator  Keating 
said : 

Perhaps  the  bill  could  properly  be  called  the  Ribicoff-Keatin^- 
Humphrey-Goldwater  bill.  Having  said  that,  I should  say  that  it 
ought  to  have  widespread  support  in  the  Senate,  if  four  Senators  of 
different  philosophies  have  ^ated  their  adherence  to  the  sliding 
scale  principle.  We  can,  therefore,  look  forward  to  big  things 
for  tins  amendment.^^ 

The  plan  came  up  for  congressional  action  three  times  and  commanded 
a clear  majority  on  each  occasion.  But  it  was  not  enacted  when  “the 
Johnson  Administration  used  every  ounce  of  influence  it  could  muster” 
and  “snapped  the  whip  and  lashed  Senators  in  line  against  the  pro- 
posal” (citmg  reports  from  U.S*  Neios  and  World  Report  of  February 
14,  1964,  and  the  Washington  Star  of  March  14,  1966).  Key  legisla- 
tors were  told  by  Presidential  Assistant  W.  Marvin  Watson  “that°they 
were  through’  at  the  White  House  if  they  backed  tlie  Ribicoff  plan.” 
Mr.  Watson  “.‘ . . emphasized  that  he  was  speaking  for  the  Pi’esident 
who  . . . was  prepared  to  deal  them  out  of  all  Federal  pat rona^  and 
projects  of  ‘you  cross  him  on  this  vote.’  ” (The  New  York  Herald 
Trihv/ne^  March  10, 1966)  Even  some  of  the  bill’s  sponsors  were  forced 


^3  Education  Legiatation — Hearings  of  the  Subcommittee  on  Education  of  the  Com- 
mittee on  liobor  nn4  Public  Welfare,  U.S.  Senate,  S8th  C<jngrcss,  1st  Session,  1983, 
pp.  1265  If,  Oongreaaional  Record t May  27.  1063.  pp.  8928  tf. 

” Oon^rressionaZ  Record.  June  0.  1963,  p.  9676. 

Oongresaional  Record,  November  21, 1963,  p.  22594. 
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to  reverse  themselves  and  vote  against  it  at  Senate:  votes  in  February 
1964  and  March  1966  so  that  the  plan  could  be  defeated  by  a narrow 
margin.  In  1967  tiie  educational  tax  credit  bill  was,  sponsored  by  47 
Senators  of  both  political  parties  and  on  AmI  14  of  that  year  the  Sen- 
ate adopted  the  plan  with  a vote  of  53 : 26.  JBut  again  President  John- 
son succeeded  subsequently  in  preventing  enactment.’^^ 

WHAT  WOULD  TUITION  TAX  CREDITS  DO? 

The  Ribicoff-Dominick  plan — so  named  after  its  leading  sponsors 
Senators  Abraham  Ribicoff  and  Peter  Dotninick— would  permit  any- 
body who  pays  for  tuitions,  fees,  books  and  supplies  for  a student  at 
an  IHL  (whether  the  payer  be  the  student  himself,  his  parents  or  a 
benefactor)  a credit  against  his  income  tax  liability,  as  follows : 75% 
of  the  first  $200, 25%  of  the  next  $300  and  10%  of  the  next  $1,000.  This 
means  that  expenses  of  $300  would  allow  a credit  of  $175  (58%),  ex- 
penses of  $1500  a credit  of  $325  (22%).  The  credit  starts  tapering  off 
from  an  income  of  $25,000  on  and  vanishes  at  $57,500. 

Tho  Treasury  Department  estimated  in  1964  that  the  Ribicoff-  Domi- 
nick plan  would  cost  $750  million  a year,  gradually  rising  to  $1.3  bil- 
lion, and  that  62%  of  the  credits  would  accrue  to  beneficiaries  with  an 
income  between  $3,000  and  $10,000,  91%  to  persons,  with  an  income 
under  $20^00.^®  , ^ ^ 

The  claim  was  raised  by  the  ; State  universities  that  educational  tax 
credits  would  “help  those  who  ne<^  it  the  least.”.  This  is  simply  not 
true  and  sounds  particularly  strange  coming  from  an  organization 
which  for  many  years  has  steadfastly  opposed  the  expansion  of  Federal 
scholar^p  programs.  Most  of  the  benefits  of  tlie  tax  credit  plan  would 
accrue  to  lower-lmiddle  and  middle-income  families  which  suffer  more 
heavily  from  the  burden  of  sending  their  offspring  through  college 
than  anv  other  economic  group.  ^ 

In  other  words,  the  tax  credit  plan  offers  little  or  nothing  to  the 
rich|  little  or  nothing  to  the  poor  and  aims  at  easing  the  future  college 
burden  of  the  vast  majority  of  students  who  come  from  families 
“in  between.”  Students  from  families  ^vith  so  low  an  income  that 
they  pay  no  or  little  income  tax  probably  account  for  less  than  10% 
of  the  enrollment.  Most  of  them,  as  I mentioned  earlier,  arc  probably 
on  a scholarship  of  one  type  or  another. 

Senator  Ribicoff  explained: 

We.  must  face  squarely  the  need  to  provide  tax  relief  to  ease 
the  heavy  burden  of  college  costs.  It  has  been  discussed  for  over 
a -decade.  Now  we  must  decide  if,  as  a nation,  we  are  to  treat 
education’s  costs  as  we  do  the  interest  on  a home  mortgage,  or 
flood  ^ damage,  or  health  expenses. 

. This  proposal  is  for  the  average  family  in  America.  It  is  for 
the  people  who  constitute  the  backbone  of  America — the  blue  col- 


A more  extensive  descrl^lon  of  the  ConcresBlonol  proceeding  Is  contained  In  my  book 
OrisiB  in  Oollepe  Financet  Washington,  D.C.,  The  Institute  for  Social  Science  Research. 
1965.  Chapter  10.  Adoption  of,  the  plan  : Oongreaaional  Record,  April  14,  1967,  pp.  S5222  ff. 

JZccord,  February  6, 1964,  p,  1733, 

Ninety-four  percent  of  the  students  from- the  lowest  quartlle  In  family  Income  now 
receive  some  form  of  Federal  assistance.  Special  Arwlym,  Budget  of  the  XJnited  States, 
Fiscal  Tear  1970j  p.'  124.  This  does  not  ln,cilude  students  receiving  state  or  private 
scholarships. 
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lar  workers,  the  white  cx)lhir  workers,  the  wage  earners,  and  sal- 
aried pei*sons  of  the  lowor-aml-middle-inconio  group  wlio  arc 
struggling  to  pay  tlicir  bills,  buy  their  homes,  and  educate  their 
children.  They  work  Imrd  for  tiicir  wages  or  salary — and  it  is 
all  taxable. 

Our  income  tax  is  a graduated  tax.  It  is  btised  on  ability  to 
pay.  If  they  pay  a $1,000  medical  bill,  they  get  some  tax  ixilief. 
If  a tornado  or  flood  causes  them  $1,000  of  damage,  tlicy  get  tax 
relief.  But  if  they  pay  $1,000  a year  for  4 years  to  send  tlicir  sons 
and  daughtci*s  to  college,  they  bear  that  burden  with  no  help 
from  onr  tax  laws.’* 

Senator  Dominick  defined  the  aim  of  the  plan : to  enable  a .^^tiident'S 
family  to  use  its  'pre-tax  earnings  to  pay  for  his  college  e<lucatiou. 

The  granting  of  tuition  tax  credits  would  not  only  free  more  scholar- 
ships for  students  from  a low-income  backgi'ound,  it  would  also  stim- 
ulate thousands  of  potential  donors  to  offer  scholarships  to  needy  stu- 
dents for  which  they  would  receive  credits  on  their  income  tax. 


^\TIAT  ARE  THE  OBJECTIONS  TO  EDUCATIONAL 
TAX  CREDITS? 

Some  have  declarcnl  tuition  tax  credits  to  l>e  unfair  hpcnii.se  they 
would  provide  no  direct  benefits  to  persons  who  jiny  no  income  tax, 
That  is  like  saying  that  for  example  the  IDGl  income  tax  deduction 
was  unfair  because  persons  whoso  income  is  so  low  that  they  are  not 
taxable  did  not  benefit  from  the  cut;  or  that  personal  cxcmptioiLs  and 
deductions  are  unfair  to  persons  whose  income  is  wholly  derived  from 
social  security,  unemnloyment  compensation  or  public  assistance  be- 
cause they  cannot  taW  advantage  of  them.^® 

If,  however,  it  were  felt  desirable  to  make  direct  benefits  available 
to  persons  who  pay  no  income  tax,  the  tax  credits  could  be  made  abso- 
lute, as  I suggested  to  the  Senate  L^bor  and  Public  Welfare  and 
Finance  Committees  in  1963 : a potential  roci))icnt  would  compute  bis 
income  tax  including  his  tuition  tax  credit  and  if  his  return  winds 
lip  with  a final  net  credit  it  would  bo  paid  to  him,  like  any  other  net 
credit  on  an  income  tax  return.-® 

Some  have  even  claimed  that  tuition  tax  credits  would  be  unfair 
to  pei'i^ns  who  have  no  rollogc  expenses.  That  is  like  saying  that 
deductions  for  medical  expenses,  casualty  losses  or  state  taxes  arc 
unfair  to  persons  who  incur  no  such  outlays,  or  tl^at  granting  ex- 
emptions for  dependents  is  unfair  to  pci*sons\vho  have  no  dependents, 
I do  not  believe  that  such  contrived  and  specious  arguments  dc.scrvc 
to  1)0  taken  seriously. 

You  may  have  noted  that  I referred  to  benefits  to  students  and 
their  parentsS  wdiilo  earlier  I was  talking  about  helping  the  institu- 
tions. Opponents  to  educational  tax  credits  have  criticized  the  sug- 

Ff'brunrv  (\,  IftC?,  p.  R1152J1. 

^In  lOOfl  nbont  StC  hllllnn  In  clpdnrtlnn!i  (fftandnrd  nnd  1t^nllJ!edl  nnd  pcrf^onnl  exempt 
tlonR  did  not  liolp  roiiupo  tlir  tnx  lUbUit.v  of  the  personR  who  Imd  NiibmlttMl  thoRO  returnu 
hoonnpc  thelf  deduetlons  and  rxrmptlonR  oxecedod  thnlr  Income  by  that  amount.  Thoso 
returns  wero  not  tnxnble  even  iiefnre  npplyJnir  the  $10  hllUnn  deductions  nnd  exemptions 
to  which  the  law  entlMcnl  them.  Does  thnt  mean  thnt  deductions  and  exemptions  arc  unfnir? 

« Amendments  to  thnt  effect  w*ero  oftorc<l  hy  Senators  ITnrtkc,  Trouty,  etc. 


B7G 


679 


pcstion  that  both,  institutions  and  studonts,  would  be  benefited.  Ob- 
viously, they  say,  it  can  bo  only  ono  or  the  other. 

Rut  this  IS  ft  misunderstanding.  IIIL  have  been  steadily  boosting 
their  tuitions  and  if  they  continue  to  do — as  they  most  certainly  will — 
tax  crctlits  wilj  enable  thorn  to  receive  substantial  additional  revenue 
without  imposing  a coinincnsurato  burden  on  their  students,  A sig- 
nificant shai*c  of  the  tuition  increase  will  bo  borne  bv  the  Treasury 
and  not  by  the  students.  Thus  the  l)onefits  will  in  nil  likelihood  l>o 
split  between  students  and  institutions.  It  is  ontircly  irrelexTUit  what 
the  proportion  will  be.  As  long  as  a substantial  part  of  the  s\ipport 
of  higher  education  is  derived  from  fees,  it  is  immaterial  for  the 
benefit  ouostion  at  what  point  in  the  ^ream  the  funds  arc  added. 

nic  .dissociation  of  State  Universities  and  Land  Grant  Colleges 
wrote  in  a circular  letter  dated  Febnmrv^  27,  IfifiJl: 

While  the  plan  has  been  “soUr’  to  many  parents  as  a means  of 
getting  financial  relief  from  the  Federal  Vre^.vsury  for  the  cost  of 
^ndiiig  children  to  college,  it  was  in  origin  and  is  in  its  primary 
intent,  a plan  to  siphon  off  substantial  amounts  from  the  federal 
treasury  for  .support  of  colleges  and  universities. 

Opponents  in  the  19G4  and  1066  debates  quoted  repeatedly  from 
my  statements  to  the  two  Senate  committeso  in  1963  in  order  to  prove 
that  what  I really  intended  to  do  was  to  help  institutions  more  than 
paients.  I may  as  well  admit  that  I do  not  regard  the  aim  to  aid 
colleges  and  universities  at  this  point  in  time  to  be  of  a sinister  na- 
ture nor  a nefarious  plot  which  needs  to  be  unmasked.  I can  ?ec 
nothing  wrong  with  helping  students  and  their  families  support  the 
college  of  their  choice.  Aid  to  parents  and  to  institutions  arc  simply 
two  sides  of  a coin  which  cannot  bo  divided  though  some  pretend 
that  the  one  side  they  arc  looking  at  is  the  whole  coin.  It  seems  to 
me  that  the  charge  that  a plan  would  “siphon  off  substantial  amounts 
from  the  Federal  treasury  for  the  support  of  colleges  and  universities” 
comes  in  particular  ill  grace  from  groups  which  have  long  been  lead- 
ing a campaign  to  channel  large  Federal  funds  into  higher  educa- 
tion— provided  that  their  member  institutions  and  no  others  were  the 
only  beneficiaries. 

Nobody  has  over  sorioiisl^y  asked  whether  the  tax  law  permits  the 
deduction  of  gifts  for  educational,  charitable  and  religions  activities 
because  it  wants  to  aid  the  donor  or  the  activity.  We  take  it  for  granted 
that,  it  is  the,  intent  of  the  provision  to  help  the  giver  give,  to  motivate 
and  en,able  him  to  give  more  for  a cause  that  is  held  to  be  in  the  public 
■ interest,  Similarly,  tuition  tax  credits  are  not  intended  to  help  the  tax- 

paver  as  such  but  to  help  him  support  the  college  of  his  clioice. 

It  is  significant  that  the  cost  of  tax  credits  and  their  impact  on  tlfe 
U.S.  budget  deficit  ai*e  being  quoted  as  an  argument  by  gmiips  'which 
advocate  sharply  increased  Federal  spending  for  purix>scs  in  which 
they  have  a stake.  The  budget  deficit,  it  seems,  is  of  concern  only  when 
it  is  occasioned  by  a i*ediictioii  in  i*cvoniies  through  tax  credits,  but 
irrelevant  to  the  extent  to  which  it  is  caused  by  dii*ect  federal  oxpendi- 
I lures.  . . ! 

; Opponents  say  that  institutions  could  benefit  from  tax  credits  only 

I if  thoj^  boosted  tnitious  mid  that  higher  tuitions  would  raise  biiiTioi*s 

for  stiidonts  from  low-income  backgrounds  .who  would  receive  no 

O 
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from  Iho  croclitji.  TJio  fad  ia  of  course  that  tiiitiona  have  l>cen 
climbing:  i^eadity  and  will  ce^inly  continue  to  do  «o.  The  U^.  OtUce 
of  Education  prepared  a projection — aRsurodly  not  based  on  the  ptw- 
wible  approval  of  tax  crwlifa— ncronlin^  to  wlndi  avcni/rc  tuitions  will 
rise  fmni  $1^380  in  lt>C8/Ctt  to  $UKK1  in  1078/7P  at  private  IHL.  Many 
families  will  tind  some  of  tlia^  laioids  hard  to  iK*ar  unless  they  an^ 
)[xmnte<l  relief  in  sotno  form. 

If  is  frivolous  mid  nearly  slanderous  to  cimnnv— as  some  have— that 
boanls  of  inidees  would  IkWi  tuitions  simply  for  the  pur|>ose  of  mid- 
inp  the  Ircastiry,  if  income  tax  cre<lits  were  inmle  availatde.  lk>anl« 
approve  tuition  incn^iscs  only  when  the  financial  needs  of  the  institn- 
turns  demand  it— and  often  imt  even  then.  The  question  is  wholJier  stu- 
denis  will  Imvc  tobcarilic  whole  impact  or  only  part  of  it.  It  is  obvious 
that  students  from  low-income  Kickprounds  can  be  protected  by  beinp 
piven  a iv<luction  or  exemption  from  tuition  boosts. 

.Some object  to  tax  crwlits  because  they  would  oi>cn  another  loophole 
in  the  Internal  Revenue  Code.  This  would  indeed  be  a valid  arpument 
if  the  fedenil  income  tax  were  otlicrwisc  comprph(‘nsi%'e.  The  fact  is, 
however*  (hat  in  lOOG  less  than  half  of  all  personal  income  was  taxable. 
Out  of  $587  billion  personal  income,  $301  billion  cscai>ed  taxation 
throuph  deductions,  exemptions, exclusions  and  credits  to  benefit  liter- 
ally IniiidriHls  of  activities  or  to  ease  special  burdens.  Why  slioiild  odii- 
ention  be  discriminated  npainst  and  forever  remain  n stepchild  of  the 
tax  cotle^  Until  at  least  a siibsbintial  share  of  the  missing  $301  billion 
is  subjected  to  taxation  it.  docs  not  seem  fair  to  sinplc  out  education  vor 
the  miiph  treatment  while  prantinp  numerous  other  activities  a fav- 
ored statii.s.  To  worry  al>out  endanperinp  the  integrity  of  our  income 
tux  through  educntioniil  tax  credit?  is  like  being  concerned  about  im- 
ix»rilinp  the  virtue  of  aj)n).stitutoby  Icttimr  her  read  a sexy  book. 

President  Charle.s  Cole  of  Amherst  Collepc  once  made  a cogimt 
comment  on  the  fairness  of  tuition  tax  credits. : “Tax  payments  to  sta  tes 
which  finance  public  universities  arc  deductible  from  income  reported 
for  Federal  taxes,  but  if  the  pa}rmciit  for  education  is  made  to  a private 
institution,  no  tax  allowance  is  to  be  had.” 

Investment  credits,  authorized  in  19C2  at  Pre.^ident  Kennedy’s  rec- 
ommendation, proved  to  be  a very  effective  stimulant  for  plant  expan- 
sion and  job  creation.  Similarly,  tax  credits  could  turn  out  to  l>e  a 
very  profitable  investment  for*  the  taxpayers.  If  such  credits  wore 
granted  and  some  students  fliercbv  enabled  to  attend  a private  IHL — 
while  without  the  credit  they  could  not  afford  to  enroll  at  any  but  a low- 
tuition  public  IHIj — the  taxpayers  would  save  $2,000  a year  or  more 
for  a concession  which  is  limited  to  $325  under  tlio  Ribicoff-Dominick 
Plan. 

That  plan  is  heavily  slanted  in  favor  of  low  tuition  public  institu- 
tions. A student  who  pays  a tuition  of  $200  (tlio  1068/69  average)  at  a 
public  IHL  would  have  50%  of  his  payment  wiped  out  by  the  credit; 
a student  at  an  average  private  IHL  (1068/60  tuition  $1,380)  would 
only  get  a credit  ^ual  to  23%  of  his  cost.  Dollarwise  tlio  credit  of  the 
student  at  the  private  IHL  would  be  $138  higher — but  his  additional 
fees  would  amount  to  $1,038,  or  eight  times  as  much. 


^ Higher  uoaUon  In  thr  United  8tate$:  The  Economic  Prohlcmi,  Seymour  Harris, 
ed.i  Harvard  University  Frees.  1060.  p.  IS. 


One  arptment  eomcUmcA  uscci  afraimt  Uvx  ci^Ua  appears  lo  t)c 
facl/^baml:  tax  citxlita  would  not  enablo  Uic  national  government  to 
incitmao  ila  influence  on  iJio  |>o1icicA  and  practices  of  IHL  while  added 
programs  of  direct  granta^in^aid  lo  institutions  would  fdgnificanlly 
alrengthen  the  au)»r\'LBion  and  control  which  Federal  Departments 
already  exercise  Inrotigh  some  of  the  exiting  prognunj^  Wicthor 
greater  control  of  education  by  the  central  government  is  demrable 
or  not  is  a quest  ion  of  political  philosophy. 

It  is  not  surprising  that  llie  Aasociotiori  of  American  Collej^  in 
lOOi  with  an  overwhelming  vote  decided  to  endorse  tax  credits  in  higher 
e<]ucation.  President  Nixon  has  also  advocatwl  educational  lax  crwlils 
during  the  presidential  campaign,  in  keeping  willi  the  Republican 
platform  adopted  in  August  lOGS. 

Another  form  of  tax  credits  can  l>e  at  least  as  beneficial  to  IIIT^  as 
tuition  credits:  credits  for  donations. 


FEDERAL  INCOME  TAX  CREDITS  FOR  DONATIONS  TO 
mOlIER  EDUCATION 

Donations  to  higher  education  arc  highly  concentrated  in  t wo  ways: 

(a)  The  hulk  of  the  gifts  goes  to  well-known  prestige  insti- 
tutions with  the  crum^  left  for  the  otiicrs : 

(b)  Most  of  the  total  amount  of  gifts  from  individuals  comes 
from  wealthy  persons  and  families.  Small  contributors  account' 
for  only  a small  .share  of  the  aggregate 

This  is  nrolmbly  inevitable  under  our  present  federal  tax  laws.  The 
Internal  Revenue  Code  permits  an  individual  to  donate  to  higher 
eduration,  and  to  deduct  from  his  income  for  tax  purposes,  up  to  30% 
of  his  income,  a corporation  up  to  5%  of  its  profits.  But  most  tax- 
payers give  nothing  to  higher  education  and  those  who  donate  give 
only  a small  f motion  of  their  allowable  contribution  ex<^pt  a few 
persons  in  the  highe.st  income  brackets.  Under  our  progressive  income 
tax  scale,  with  rates  ranging  from  14%  to  70%,  high-incomo  persons 
can  shift  up  to  of  the  cost  of  their  gift  to  the  U.S.  Treasury. 
Moreover,  iy  donating  property  which  has  gained  in  value  over  the 
years,  they  can  avoid  paying  a capital  gains  tax.  So  their  gift  may 
in  the  end  cost-  them  little  if  anything. 

But  taxpayers  in  the  lower  brackets  find  that  up  .to  8fi%  of  their 
donation  comes  from  their  own  pockets.  And  since  it  is  so  much  more 
expensive  for  them  to  donate,  not  many  of  them  do.  Only  a small  frac- 
tion of  the  ten  million  collet  graduates  and  of  another  ten  million 
persons  who  attended  college  for  from  one  to  three  years  are  regular 
contributors  to  their  alma  mater  or  to  any  other  college — although  they 
paid  only  part  of  the  cost  of  their  education  while  they  attended  and 
most  derive  substantial  material  benefits  from  the  education  they  re- 
ceived or  the  degree  they  were  given. 

^ undesirable  consequences  of  the  high  concentration  of  voluntary 
giving — from  a few  wealthy  individuals  and  families  and  to  name 
colleges — are  too  obvious  to  require  much  explanation.  It  is  much 
healthier  for  a college  to  get  10,000  contributions  of  $100  each,  and  get 
them  on  on  annually  recurring  basis,  than  to  receive  a $1  million 
from  a rich  individual. 
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Voluntary  siipiKsrt  of  Iiiglicr  education  could  placed  on  a far 
litxindcr  foimclntiou,  with  tmllions  of  new  contributors  making  regular 
animal  donations  by  a change  in  tho  tax  law  which  has  t>oen  repeatedly 
Miggested  ill  lyccnt  years  but  not  yet  lx*cn  appn)\o?cl  by  Congress:  to 
]>ennit  deduction  of  a donation  from  the  income  tax  it>ilf  rather  than 
merely  from  the  lax  hn>s<*  (adjiistcnl  gross  income).  A pronosal  to  per- 
mit a 100%  tax  crwlit  (i.o.  a direct  olTset  against  lax  linnility)  up  to 
$100  (o  individimls  and  $5,000  to  cor]>orations  was  siibinitted  to  the 
Senate  Lntior  and  Public  Welfare CoinmiltcH* on  May  10,  liv  Presi- 

dent #folm  A.  Ilowaixl  of  Rockfoixl  College  and  f^rcsident  Landrum 
Uolling  of  Enrlharn  College  on  tielialf  of  an  ad  hoc  comniittco  of  col- 
lege aud  university  presidents.  Several  bills  to  implement  the  plan 
were  intttKliiced  in  the  SSth  and  succeeding  Congresses  but  no  further 
art  ion  has  so  far  lieen  taken. 

If  a donation  up  to  a ceiling  of  $100  (or  prefembly  a somewhat 
larger  amount)  were  de<lncti!>lc  from  the  Federal  inconic  lax  liability 
itself  if  would  give  Uxnayers  Uic  clioicc  of  scndiiu;  $100  to  tlic  federal 
tax  collector  or  to  a college.  Tins  would  cauw.  millions  of  alumni  and 
others  to  make  regular  annual  donations  lo  higher  education  and  Imgc 
amounts  of  new  money  would  flow  lo  tlic  colleges,  public  and  private, 
for  general  operating  purposes  and  for  schol'arslnps.  Small  colleges 
would  then  more  ofjuitAbly  participate  in  tiie  gifts  and  tlie  existing 
imbalance  would  gradually  be  rcduco<I.  Federal  income  tax  credits  for 
ilonntions  to  institutions  of  liighor  learning  could  well  Iwconie  the  most 
significant  advance  in  college  finance  and  would  lielp  save  many  in- 
stilutions  whicli  otherwise  might  not  be  able  to  survive. 


coxcLusrox 

The  urgency  of  current  pleas  for  congressional  authorization  of 
sliarply  increased  funds  for  IHL  reflects  a spreading  fear  that  flic 
institutions  may  shortly  face  a grave  fiimncinl  crisis.  There  are  good 
reasons  for  this  fear,  although  they  arc  not  necessarily  the  reasons 
most  frequently  cited  liy  iietilioners  for  funds.  The  mass  riots,  riolcnce 
and  wanton  destruction  tnut  have  occiiiTcd  on  college  campuses  across 
the  nation,  the  forcible  disniption  of  studies  aud  of  orderly  ndminis- 
ti*ntion  that  have  been  permitted  to  take  place  and  to  continue  at  in- 
stitutions, large  and  small,  public  and  privatOi  have  seriously  eroded 
the  respect,  nlTeclion  and  genuine  pride  which  the  American  people 
have  tmditionnlly  accorded  to  higher  education  and  its  leaders.  Nor 
have  student — and  even  faculty — expressions  of  outright  hostility  to 
all  programs  that  tend  to  strengthen  the  defensive  capacity  of  the 
United  States — througli  research,  through  ROTC  and  other  iforms  of 
coopemtion — done  much  to  endear  the  academic  world  to  the  over- 
ivliolming  majority  of  the  American  people.  Recent  polls  suggest  tliat 
a grooving  segment  of  the  general  public  has  become  disenchanted 
mtix  higher  education,  appalled  and  repulsed  by  many  of  its  products. 

Those  sentimiants  lire  beginning  to  show  in  a diminished  flow  of 
incoming  gift^  and  in  adverse  votes  oh  edncatiori  issues  on  state  rind 
local  ballots.  Sooiier  or  later  they  may  also  be  reflected  in  the  treat- 
ment that  colleges  and  iinliwsities  can  expect  from  state  legislatures 
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which  iiui-st  shajH!  tlicir  polieies  to  conform  with  the  wishes  of  their 
constituents. 

The  ire  of  State  ami  nationn]  ofllcials  mid  of  (he  American  piihlir  is 
diroclcil  in  part,  a^dnst  slmlents  who,  in  the.  wonls  of  the.  Attorney 
General  of  the  United  States,  have  ostablislied  a ‘hninoritv  tynniny 
on  tlio  nation’s  c4impuses/’  I(  is  nime<l  en?n  rhore  at  ndininistnitors, 
tnislees  and  faculty  w'ho  have  clofnulted  on  their  dn(y  to  protect  the 
rijrlit  of  the  other  students,  an  overwhelming  majority,  to  pursue  their 
education  without  Ijciiif^  subjected  to  interruption  or  physical  violence. 
The  adverse',  and  in  some  cases  dest  met ivo,  impact  of  that  sentiment  on 
thesup|)oi’tof  liipher  edncntioii  may  lust  for  many  yours  and  possibly 
for  decades. 

Not  without,  reason  do  the  heads  of  institutions  fear  that,  increases 
in  donatiors  ami  state  afipropriations  may  l>e  harder  to  come  by  in 
the  future  than  they  havel^n  in  years  past  That  is  why  they  ]>etition 
Con^nx«s  to  grant  them  immunity  from  the  imponuing  bnckhish. 
Enlarged  Federal  grants  to  institutions  could  for  a time  protect  aca- 
demia from  the  people/s  wrath.  I hit  they  could  also  lead  to  a la‘^(ing 
alienation  l>et\veen  town  and  gown,  coining  irrmically  at  about  the 
time  of  the  greatest  democratis^alion  of  higher  education,  at  a time 
when  many  insfitiitions  in  their  eagerness  to  lualce  everybody  lit  for 
college  have  made  college  fit  everybody.” 

Nor  has  the  cfliciency  with  which  erliicatiounl  fmuls  arc  being  spent., 
augmented  the  ponfidence  of  erstwliilc  and  would-he  siipportei*s.  Any 
industry  that  utilized  its  skilled  staff  and  costly  facilities  ns  wnstefnlly 
ns  the  average  American  college  or  university  would  have  Iwon  bank- 
rupt long  ago.  Such  waste  has  l>ecoino  exce.ssivc  and  flagrant  in  iwont 
vciirs.  One  of  our  most  e.\perionced  academic  management  ex])orts, 
ilawld  B.  Wess,  recently  posed  the  crucial  question:  “Is  Efliciency 
Taboo  in  Academia?”  as  the  title  of  an  article  that  merits  attention 
(Eduraiional  Record.  Winter  1968). 

In  1968  even  the  American  Association  of  Uiiivci'sity  Professoi*s 
admitted  tliat,  in  contitist  to  the  rest  of  the  economy,  higher  education 
has  registered  little  or  no  increase  in  productivity  through  technology. 
The  Association  denied  that  soaring  costs  arc  the  product  of  eitlier 
inflation  or  inofTiciency ; but  it  did  conclude  that  “ways  will  have  to 
bo  explored  to  increase  productivity  of  those  engaged  in  the  educa- 
tional process”  {Annu€d>  Reqyort  of  Committee  Z) . 

Greater  efficiency  and  a better  product  are  more  likely  to  emerge  on 
the  American  campus  when  the  voice  of  the  broad  public,  upon  whose 
efforts  and  good  will  the  siippoit  of  higher  education  ultimately  de- 
pends, is  no  longer  drowned  out  by  the  strident  cries  of  belligerents 
bent  on  the  destruction  of  our  society  and  its  institutions.  It  might  well 
be  that  the  public  voice  can  speak  and  bo  heard  more  clearly  if  tax 
credits  are  used  to  aid  education  rather  than  Federal  grants  which  aim 
to  shield  colleges  and  universities  from  the  popular  will. 

‘■According  to  a Gallup  Poll,  publlBhcd  March  IS,  10G9,  64  percent  of  the  public  wants 
federal  aid  withdrawn  from  campus  lawbreakers.  On  but  few  Issues  has  public  opinion 
been  so  clearly  united  ns  on  this.  But  no  collece  or  university  has  obeyed  the  Federal 
prohibition  nfralnst  grantlnR  Federal  funds  to  students  convicted  of  campus  disruptions. 
A further  wldonln?  of  the  chasm  between  tiic  campus  and  the  community  could  lend  to 
ruin  of  higher  education. 


